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This First Amended and Restated Form A Statement Regarding the Acquisition of
Control of or Merger with a Domestic Insurer (“Application”) seeks the approval of the
Insurance Commissioner of the State of Iowa (the “Commissioner”) pursuant to the requirements
of Iowa Code Section 521A.3 for the acquisition of control of the Domestic Insurers by the
Applicants (the “Proposed Acquisition”).

This Application amends and restates in its entirety the Form A Statement Regarding the
Acquisition of Control of or Merger with a Domestic Insurer filed with the Division on August
16, 2023 (the “Original Application”).

The Applicants have requested by separate letter dated August 16, 2023 confidential
treatment and nondisclosure of certain information identified by an asterisk in the Index of
Exhibits set forth in Item 12 herein (the “Confidential Information”) based on Iowa Code
§§22.7(3) and (6) and 505.8 and Iowa Administrative Code §§191-2.12(1) because the
Confidential Information constitutes (1) trade secrets recognized and protected by law and (2)
reports made to the Division which, if released, would give an advantage to competitors and
serve no public purpose.

ITEM 1. INSURER AND METHOD OF ACQUISITION

(a) Domestic Insurers

The name and address of each of the Domestic Insurers to which this Application relates
are:

American Equity Investment Life Insurance Company (“AEILIC”)
6000 Westown Parkway
West Des Moines, Iowa 50266

Eagle Life Insurance Company (“Eagle”)
6000 Westown Parkway
West Des Moines, Iowa 50266

The Domestic Insurers are Iowa domestic life insurance companies. Eagle is a direct,
wholly owned subsidiary of AEILIC, which is, in turn, a direct, wholly owned subsidiary of
American Equity Investment Life Holding Company, an Iowa corporation (“AEL Holdco”).
AEL Holdco is listed on the New York Stock Exchange (“NYSE”) under the trading symbol
“AEL.”

(b) Method of Acquisition

As of July 4, 2023, Brookfield Reinsurance Ltd. (f/k/a Brookfield Asset Management
Reinsurance Partners Ltd.), a Bermuda exempted company limited by shares (“Brookfield
Reinsurance”), beneficially owns an approximate 20.38% interest in AEL Holdco, through its
wholly owned indirect subsidiaries North End Re (Cayman) SPC (“North End Re”), which, as of
July 4, 2023, holds an interest of approximately 15.43% in AEL Holdco, and Freestone Re Ltd.
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(“Freestone” and, together with North End Re, the “Brookfield Reinsurance Group
Shareholders”), which, as of July 4, 2023, holds an interest of approximately 4.95% in AEL
Holdco (such ownership, the “Initial Investment”). The Initial Investment was consummated
pursuant to the Investment Agreement, dated October 17, 2020, by and among AEL Holdco,
Brookfield Corporation (f/k/a Brookfield Asset Management Inc.) and Burgundy Acquisitions I
Ltd.1

In connection with the Initial Investment, North End Re, together with BAM Re Holdings
Ltd., Brookfield Reinsurance, BAM Re Partners Trust, BAM Re Trustee Ltd., Partners FC Ltd.,
Partners FC II Ltd. (f/k/a Partners FC Inc.), Partners BK Ltd., Brian Kingston and James Bruce
Flatt (collectively, the “Prior Applicants”), submitted an application for the acquisition of control
of the Domestic Insurers to the Iowa Insurance Division (the “Division”) on March 1, 2021,
which was amended and restated on September 9, 2021 and further amended and restated on
September 27, 2021 (collectively, the “Prior Application”). The Prior Application was approved
by the Commissioner on December 27, 2021 and the Prior Applicants were approved as control
persons of each of the Domestic Insurers (the “Prior Approval”).

On July 4, 2023, AEL Holdco, Brookfield Reinsurance, Arches Merger Sub Inc., an Iowa
corporation and an indirect, wholly owned subsidiary of Brookfield Reinsurance (“Merger
Sub”), and, solely for certain limited purposes, Brookfield Asset Management Ltd., a company
incorporated under the laws of the Province of British Columbia (“BAM”), entered into the
Agreement and Plan of Merger (the “Merger Agreement”), which provides that, upon the terms
and subject to the conditions set forth therein, and pursuant to applicable provisions of the Iowa
Business Corporation Act, at the effective time of the transactions contemplated thereby, Merger
Sub will merge with and into AEL Holdco (the “Merger”), with AEL Holdco surviving the
Merger as an indirect, wholly owned subsidiary of Brookfield Reinsurance (the “Surviving
Company”). Following the consummation of the Proposed Acquisition, Brookfield Reinsurance
will indirectly own 100% of the common shares of the Surviving Company, which will indirectly
own 100% of the issued and outstanding shares of capital stock of each of the Domestic Insurers.
BAM will not acquire, directly or indirectly, any interest in, or control or influence over, the
Domestic Insurers as a result of the Merger or otherwise, and accordingly is not an Applicant
under this Application. A copy of the Merger Agreement (and its exhibits) is attached hereto as
Exhibit 1 and incorporated herein by reference.

At the effective time of the Merger, each issued and outstanding share of common stock,
par value $1.00 per share, of AEL Holdco (each, an “AEL Holdco Common Share”), but
excluding AEL Holdco Common Shares (a) held by holders exercising appraisal rights, (b) held
by AEL Holdco as treasury stock, (c) held by Brookfield Reinsurance, Merger Sub or their
subsidiaries, including Freestone, or (d) subject to AEL Holdco restricted stock awards, will be
converted into the right to receive stock and cash as follows: (i) $38.85 per share in cash, without
interest, subject to certain adjustments set forth in Section 3.01(e) of the Merger Agreement (the
“Cash Consideration”) and (ii) a number of fully-paid and nonassessable class A limited voting

1 North End Re and Freestone are successors and assignees of Burgundy Acquisitions I Ltd. under the
Investment Agreement.
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shares of BAM (“BAM Class A Stock”) equal to the Exchange Ratio,2 subject to certain
adjustments set forth in Section 3.01(e) of the Merger Agreement, and cash in lieu of fractional
shares of BAM Class A Stock (the “Stock Consideration” and together with the Cash
Consideration, the “Merger Consideration”). The Merger values AEL Holdco at approximately
$4.6 billion.

The currently issued and outstanding shares of Series A and Series B preferred stock,
each par value $1.00 per share, of AEL Holdco will be unaffected by the Merger and remain
outstanding.

Consummation of the Merger is subject to satisfaction or waiver of customary closing
conditions, including approval of the Merger by AEL Holdco’s shareholders3, expiration or early
termination of the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of
1976, as amended (the “HSR Act”)4, receipt of the regulatory approvals specified in the Merger
Agreement, including the approval by the Commissioner of this Application, and the absence of
any injunction or restraint making illegal or otherwise prohibiting the consummation of the
Merger. Change of control filings, or equivalent exemption requests, have been filed with the
Bermuda Monetary Authority and the domiciliary regulators of AEL Holdco’s insurance
company subsidiaries and captives domiciled in Arizona, Vermont and New York.

The foregoing summary of the terms of the Merger Agreement is qualified in its entirety
by reference to the Merger Agreement.

In connection with the Merger, the Applicants intend to undertake an internal
reorganization in order to promote operational efficiency, enhance the group capital structure and
consolidate post-closing ownership of AEL Holdco (the “Internal Reorganization”).
Specifically, pursuant to the Internal Reorganization:

1. Prior to the Merger, ownership of the AEL Holdco Common Shares acquired
pursuant to the Initial Investment will be transferred as described below to simplify
and consolidate ownership of the Domestic Insurers following the Merger.

 American National Group, LLC (“ANAT”) will acquire 100% of the AEL
Holdco Common Shares currently held by its direct wholly-owned subsidiary,
Freestone (representing an approximate 4.95% interest in AEL Holdco as of
July 4, 2023).

2 The Exchange Ratio means: if the BAM Class A Stock price is (i) greater than $35.51, the quotient
(rounded to five decimal places) obtained by dividing (x) $17.65 by (y) the BAM Class A Stock price; (ii)
less than or equal to $35.51, but greater than or equal to $30.48, 0.49707; or (iii) less than $30.48, the
quotient (rounded to five decimal places) obtained by dividing (x) $15.15 by (y) the BAM Class A Stock
price.

3 AEL Holdco’s shareholders approved the Merger at the Special Meeting of the Shareholders of AEL
Holdco held on November 10, 2023.

4 Brookfield Reinsurance and AEL Holdco filed their respective notices under the HSR Act on August 16,
2023 and the 30-day waiting period expired at 11:59 p.m., ET, on September 15, 2023.
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 BAM Re Holdings Ltd. (“BAM Re Holdings”) will acquire 100% of the AEL
Holdco Common Shares currently held by its direct wholly-owned subsidiary,
North End Re (representing an approximate 15.43% interest in AEL Holdco
as of July 4, 2023). Pursuant to Iowa Code Section 521A.3(1)(b), the
Applicants are hereby providing the Commissioner with notice of North End
Re’s intent to divest its indirect controlling interest in the Domestic Insurers.

Prior to the Merger, BAMR US Holdings LLC (“BAMR US Holdings”) will
contribute 100% of the equity interests of ANAT (“ANAT Interests”) to its direct
subsidiary Topco (as defined below), who will in turn contribute the ANAT
Interests to its direct subsidiary Midco (as defined below), in each case in
exchange for equity issued by Topco and Midco respectively.

Attached hereto as Exhibit 3(a) is the abbreviated organizational structure chart of
the Applicants immediately following completion of this Step 1 of the Internal
Reorganization, but prior to completion of the Merger.

2. Immediately following, and on the same day as, the Merger, the transactions
described below will be undertaken in order to implement the post-Merger holding
company structure. Attached hereto as Exhibit 3(b) is the abbreviated organizational
structure chart of the Applicants immediately following completion of the Merger.

 BAM Re Holdings will transfer a number of AEL Holdco Common Shares
representing an approximate 5% interest in AEL Holdco to ANAT.

 ANAT will merge into the Surviving Company (the “Post-Closing Merger”),
such that the surviving entity of the Post-Closing Merger is the Surviving
Company (the “Surviving Holdco”). The Surviving Holdco will promptly
thereafter be re-domiciled from Iowa to Delaware and will be renamed
American National Group Inc. (“ANGI”). The Applicants have submitted
Form A exemption requests to the domiciliary state insurance regulators of the
insurance companies currently owned by ANAT in connection with the
Surviving Holdco, Topco and Midco becoming controllers of such insurance
companies as a result of this proposed merger. Approvals of the Form A
exemption requests by such insurance regulators have been requested by the
Applicants prior to closing of the transactions contemplated by the Merger
Agreement (the “Closing”), but are not, nor would the failure to obtain them,
on the requested terms or at all, contribute to the failure of, conditions to
Closing.

Attached hereto as Exhibit 3(c) is the abbreviated organizational structure chart of
the Applicants and the Domestic Insurers following consummation of the Internal
Reorganization.

As a result of the Merger and the Internal Reorganization, and upon implementation of
the post-Merger holding company structure as described above, ANGI will be the direct
shareholder of AEILIC and will therefore indirectly own Eagle, which will remain as a wholly
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owned subsidiary of AEILIC. The interests in ANGI will be held approximately 5% (and no
more than 15%) by BAM Re Holdings and 95% (and no less than 85%) by BAMR US Holdings,
which in turn are each wholly owned, directly or indirectly, by Brookfield Reinsurance.

ITEM 2. IDENTITY AND BACKGROUND OF EACH OF THE APPLICANTS

(a) Names and Addresses of the Applicants

The name and address of each of the Applicants seeking to acquire control over the
Domestic Insurers are:

American National Group, LLC
One Moody Plaza
Galveston, Texas 77550-7999

ANG Midco I LLC
250 Vesey Street, 15th Floor
New York, New York 10281-1023

ANG Topco I LLC
250 Vesey Street, 15th Floor
New York, New York 10281-1023

BAMR US Holdings LLC
250 Vesey Street, 15th Floor
New York, New York 10281-1023

BAMR US Holdings (Bermuda) I Ltd.
Ideation House, First Floor
94 Pitts Bay Road
Pembroke, HM 08, Bermuda

BAM Re Holdings Ltd.
Ideation House, First Floor
94 Pitts Bay Road
Pembroke, HM 08, Bermuda

Brookfield Reinsurance Ltd.
Ideation House, First Floor
94 Pitts Bay Road
Pembroke, HM 08, Bermuda

BAM Re Partners Trust
73 Front Street, 5th Floor
Hamilton, HM 12, Bermuda
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BAM Re Trustee Ltd.
c/o Walkers Corporate (Bermuda) Limited
Park Place
55 Par-la-Ville Road
Hamilton HM11
Bermuda

Partners FC II Ltd.
Walkers Corporate (Bermuda) Limited
Park Place
55 Par-la-Ville Road
Hamilton HM 11
Bermuda

Partners FC Ltd.
c/o Walkers Corporate (Bermuda) Limited
Park Place
55 Par-la-Ville Road
Hamilton HM11
Bermuda

Partners BK Ltd.
c/o Walkers Corporate (Bermuda) Limited
Park Place
55 Par-la-Ville Road
Hamilton HM11
Bermuda

Bruce Flatt
One Canada Square
Level 25, Canary Wharf
London, E14 5AA
United Kingdom

Brian Kingston
250 Vesey Street, Floor 15
New York, New York 10281

(b) Business Operations of the Applicants

The principal business activity of each of the Applicants for the past five (5) years (or for such
lesser period as such person and any predecessors thereof has been in existence) is described
below.

American National Group, LLC (together with its subsidiaries, including Freestone,
“American National”)
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Formed on January 3, 2020, ANAT is a Delaware limited liability company. It is a
direct, wholly owned subsidiary of BAMR US Holdings. The principal business of ANAT is to
serve as an intermediate holding company for the American National group of companies, which
provides personal and commercial property and casualty insurance, life insurance and annuities.
ANAT’s operating subsidiaries are domiciled in Texas, Missouri, New York and Bermuda. As
described above, as part of the Internal Reorganization, in connection with the Merger, ANAT
will acquire (i) an approximate 4.95% interest in AEL Holdco from its wholly-owned subsidiary,
Freestone and (ii) an approximate 5% interest in AEL Holdco from its indirect parent company,
BAM Re Holdings.

ANG Midco I LLC (“Midco”)

Formed on December 1, 2023, Midco is a Delaware limited liability company. It is a
direct, wholly owned subsidiary of Topco (as defined below). The principal business of Midco
is to serve as an intermediate holding company.

ANG Topco I LLC (“Topco”)

Formed on December 1, 2023, Topco is a Delaware limited liability company. It is a
direct, wholly owned subsidiary of BAMR US Holdings (as defined below). The principal
business of Topco is to serve as an intermediate holding company.

BAMR US Holdings LLC

Formed on September 22, 2022, BAMR US Holdings is a Delaware limited liability
company. It is a direct, wholly owned subsidiary of BAMR US (as defined below). The
principal business of BAMR US Holdings is to serve as an intermediate holding company.

Prior to BAMR US Holdings’ formation, the entity did not operate as a business.

BAMR US Holdings (Bermuda) I Ltd. (“BAMR US”)

Formed on August 2, 2021, BAMR US is an exempted company established under the
laws of Bermuda. It is a direct, wholly owned subsidiary of BAM Re Holdings. The principal
business of BAMR US is to serve as an intermediate holding company.

Prior to BAMR US’ formation, the entity did not operate as a business.

BAM Re Holdings

Formed on February 16, 2021, BAM Re Holdings is an exempted company established
under the laws of Bermuda. It is a direct, wholly owned subsidiary of Brookfield Reinsurance.
BAM Re Holdings owns all of the equity interests of Brookfield Annuity Holdings Inc., BAMR
US Holdings (Bermuda) I Ltd., North End Re Ltd. and North End Re. The principal business of
BAM Re Holdings is to serve as an intermediate holding company. As described above, as part
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of the Internal Reorganization, in connection with the Merger, BAM Re Holdings will transfer its
approximate 5% interest in AEL Holdco to ANAT.

Prior to BAM Re Holdings’ formation, the entity did not operate as a business.

Brookfield Reinsurance

On June 28, 2021, Brookfield Reinsurance (f/k/a Brookfield Asset Management
Reinsurance Partners Ltd.) was spun off from Brookfield Corporation and became a separate,
publicly traded company that owns and operates insurance and reinsurance businesses. Prior to
the spin-off, Brookfield Reinsurance operated through its predecessor, Brookfield Annuity
Holdings Inc. (Canada), for a period of over five years.

Brookfield Reinsurance is a Bermuda-based insurance and reinsurance holding company
with a long-term commitment to the insurance sector and to the policyholders and clients of its
insurance and reinsurance subsidiaries. At present, Brookfield Reinsurance operates through its
subsidiaries in the United States, Canada, the Cayman Islands and Bermuda. Brookfield
Reinsurance currently operates in the United States primarily through ANAT, which it acquired
on May 26, 2022. ANAT provides personal and commercial property and casualty insurance, life
insurance and annuities to policyholders throughout the United States, the District of Columbia
and Puerto Rico. Brookfield Reinsurance also owns Brookfield Annuity Company, a leader in
the Canadian pension risk transfer (group annuity) market, and North End Re, a reinsurer
licensed in Bermuda and the Cayman Islands focused on providing reinsurance solutions to
insurers with long duration liabilities.

On February 8, 2023, Brookfield Reinsurance and BNRE Bermuda Merger Sub Ltd., a
Bermuda exempted company limited by shares and a wholly owned, indirect subsidiary of
Brookfield Reinsurance, entered into an agreement and plan of merger with Argo Group
International Holdings, Ltd. (“Argo Group”), pursuant to which Brookfield Reinsurance acquired
ownership of Argo Group and its subsidiaries. In connection with Brookfield Reinsurance’s
acquisition of Argo Group, the Prior Applicants, other than North End Re, together with BAMR
US Holdings LLC, BAMR US Holdings (Bermuda) I Ltd. and BNRE Triangle Acquisition Inc.
(collectively, the “Argo Applicants”) filed applications for the acquisition of control of Argo
Group in Illinois, Virginia, Pennsylvania, New York, Bermuda and Italy (the “Argo
Applications”). The Argo Applications were approved in the fourth quarter of 2023. As of the
closing on November 16, 2023, the Argo Group is now a separate subsidiary and group of
operating companies within Brookfield Reinsurance and is not within ANAT.

The Brookfield Reinsurance capital structure includes two classes of voting shares. The
class A exchangeable limited voting shares of Brookfield Reinsurance (the “Brookfield
Reinsurance Class A Shares”) are publicly traded on the NYSE and the Toronto Stock Exchange
(“TSX”) under the symbol “BNRE.” Shareholders of this class are entitled to elect half of the
board of directors of Brookfield Reinsurance. Each Brookfield Reinsurance Class A Share has
been structured to be economically equivalent to one Brookfield Corporation class A limited
voting share and is entitled to receive distributions at the same time and in the same amount as
dividends on the Brookfield Corporation class A limited voting shares. The Brookfield
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Reinsurance Class A Shares are also exchangeable for Brookfield Corporation class A limited
voting shares at the election of the holder on a one-for-one basis. To the knowledge of
Brookfield Reinsurance, based on information filed with the SEC of the date of this Application,
Bruce Flatt, an Applicant pursuant to this Application, is the only person holding (with the full
power to vote) 10% or more of the Brookfield Reinsurance Class A Shares.5

If Brookfield Reinsurance elects to redeem the Brookfield Reinsurance Class A Shares,
Brookfield Corporation may elect, subject to receipt of any required regulatory approvals, to
acquire all of the outstanding Brookfield Reinsurance Class A Shares in exchange for Brookfield
Corporation class A shares at an exchange rate of one Brookfield Corporation class A share per
Brookfield Reinsurance Class A Share held (subject to adjustment to reflect certain capital
events) or its cash equivalent based on the NYSE closing price of one Brookfield Corporation
class A share on the trading day immediately preceding the announcement of such redemption
plus all unpaid distributions, if any (the form of payment to be determined at the election of
Brookfield Corporation).

In addition to the Brookfield Reinsurance Class A Shares, Brookfield Reinsurance has
outstanding class A-1 exchangeable non-voting shares (the “Brookfield Reinsurance Class A-1
Shares”), class B limited voting shares (the “Brookfield Reinsurance Class B Shares”) and class
C non-voting shares (the “Brookfield Reinsurance Class C Non-Voting Shares”).

The Brookfield Reinsurance Class A-1 Shares are non-voting. Each Class A-1 Share is
(i) convertible into a Brookfield Reinsurance Class A Share and (ii) exchangeable into a
Brookfield Corporation class A limited voting share, in each case on a one-for-one basis. No
holder of Brookfield Reinsurance Class A-1 Shares may convert, and Brookfield Reinsurance
will not accept for conversion, any Brookfield Reinsurance Class A-1 Share if, following
conversion, such holder would hold more than 9.9% of the issued and outstanding Brookfield
Reinsurance Class A Shares, unless such holder has received all necessary regulatory approvals
to hold more than 9.9% of the Brookfield Reinsurance Class A Shares.

The Brookfield Reinsurance Class B Shares are entitled to elect the other half of the
board of directors of Brookfield Reinsurance, to receive equivalent distributions as the
Brookfield Reinsurance Class A Shares and to approve all matters put to shareholders of
Brookfield Reinsurance for approval, voting separately as a class. All of the Brookfield
Reinsurance Class B Shares are owned by BAM Re Class B Partnership (as defined below).

The Brookfield Reinsurance Class C Non-Voting Shares do not carry any voting rights;
however, the holders of these shares are entitled to the residual economics of Brookfield

5 According to a Schedule 13G filed with the SEC on June 8, 2023 by Mawer Investment Management Ltd.
(“Mawer”), a third party investment adviser unrelated to and unaffiliated with any Applicant, Mawer has
beneficial ownership of 11.02% of the outstanding Brookfield Reinsurance Class A Shares and sole voting
power over 6.75% of the outstanding Brookfield Reinsurance Class A Shares. Mawer is therefore not
presumed to control the Domestic Insurers as defined under Iowa Code Section 521A.1(3). Additionally,
in such Schedule 13G, Mawer certified that such Brookfield Reinsurance Class A Shares were not acquired
and are not held for the purpose of or with the effect of changing or influencing the control of Brookfield
Reinsurance and were not acquired and are not held in connection with or as a participant in any transaction
having that purpose or effect.
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Reinsurance following payment of distributions to holders of the Brookfield Reinsurance Class
A Shares and Brookfield Reinsurance Class B Shares, and subject to the prior rights of holders of
Brookfield Reinsurance’s junior preferred shares and senior preferred shares (if any such shares
are issued). All of the Brookfield Reinsurance Class C Non-Voting Shares are currently owned
by Brookfield Corporation and one of its wholly owned subsidiaries, BAM Re LTIP Holdings
ULC. The Brookfield Reinsurance Class C Non-Voting Shares held directly by Brookfield
Corporation are expected to be contributed to certain other wholly owned subsidiaries of
Brookfield Corporation (the “Class C Share Transferees”). The holders of the Brookfield
Reinsurance Class C Non-Voting Shares are entitled to consent to: (a) any redemption of the
Brookfield Reinsurance Class A Shares by Brookfield Reinsurance; (b) any amendment to
Brookfield Reinsurance’s memorandum of association or bye-laws; (c) any merger or similar
reorganization of Brookfield Reinsurance (including a sale of all or substantially all of its assets);
or (d) a continuance (i.e. re-domiciliation) of Brookfield Reinsurance to another jurisdiction of
incorporation. The consent rights of the Brookfield Reinsurance Class C Non-Voting Shares
pertain to actions directly related to Brookfield Reinsurance, rather than the operations or
ownership by Brookfield Reinsurance of its regulated insurance and reinsurance companies.
Any change in ownership of the insurance and reinsurance companies owned by Brookfield
Reinsurance would be subject to the prior approval of applicable insurance regulators. Any
holder of the Brookfield Reinsurance Class C Non-Voting Shares has the right to convert any
Brookfield Reinsurance Class A Shares it receives from time to time through exchanges of
Brookfield Reinsurance Class A Shares into Brookfield Reinsurance Class C Non-Voting Shares.

Concurrently with the filing of the Original Application, Brookfield Corporation, BAM
Re LTIP Holdings ULC and the Class C Share Transferees filed letters with the Division
disclaiming control of Brookfield Reinsurance and its subsidiaries.

The holders of the Brookfield Reinsurance Class C Non-Voting Shares also have the
right, in certain limited circumstances, subject to applicable law, to require Brookfield
Reinsurance to commence a liquidation of Brookfield Reinsurance following the occurrence of
certain events specified in Brookfield Reinsurance’s memorandum of association and bye-laws.
The holders of Brookfield Reinsurance Class C Non-Voting Shares do not have any rights to
commence a liquidation of any insurance or reinsurance subsidiaries of Brookfield Reinsurance.
Upon any liquidation, dissolution or winding up of Brookfield Reinsurance, Brookfield
Corporation may elect to acquire all (but not less than all) of the outstanding Brookfield
Reinsurance Class A Shares for one Brookfield Corporation class A share per Brookfield
Reinsurance Class A Share held (subject to adjustment to reflect certain capital events) plus all
unpaid distributions, if any.

Based on the above, Brookfield Corporation and BAM Re LTIP Holdings ULC do not,
and the Class C Share Transferees will not, control Brookfield Reinsurance or have any voting or
approval rights with respect to Brookfield Reinsurance through the Brookfield Reinsurance Class
C Non-Voting Shares, other than those limited liquidation and redemption rights described
above.
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Brookfield Corporation and Brookfield Reinsurance are parties to contractual
arrangements under which Brookfield Corporation has agreed to provide certain services and
support to Brookfield Reinsurance, as described below.

Brookfield Corporation has entered into a support agreement with Brookfield
Reinsurance under which it has agreed to take various actions designed to support the economic
equivalence of the Brookfield Reinsurance Class A Shares and the Brookfield Reinsurance Class
A-1 Shares to the Brookfield Corporation class A limited voting shares for so long as the
Brookfield Reinsurance Class A Shares are held by persons other than Brookfield Corporation
and there has not been an amendment to the exchange feature attaching to such shares.
Brookfield Corporation has provided Brookfield Reinsurance with an equity commitment in the
amount of $2 billion and has provided BAM Re Holdings and certain of its subsidiaries with an
extension of credit in the form of a revolving credit facility in the amount of $400 million for
working capital purposes. Brookfield Corporation also provides Brookfield Reinsurance with
the services of Brookfield Reinsurance’s Chief Executive Officer, Chief Financial Officer and
Chief Investment Officer and certain other administrative services at cost pursuant to an
administrative services agreement.

BAM Re Partners Trust (“BAM Re Class B Partnership”)

Formed on June 17, 2021, BAM Re Class B Partnership is a trust formed under the laws
of Bermuda that beneficially owns 100% of the Brookfield Reinsurance Class B Shares. The
trustee of BAM Re Class B Partnership is BAM Re Trustee Ltd. (“BAM Re Trustee”). In
accordance with the governing documents of BAM Re Class B Partnership, all actions to be
taken by BAM Re Class B Partnership in connection with its ownership of the Brookfield
Reinsurance Class B Shares are determined by BAM Re Trustee, with no single individual or
entity controlling BAM Re Class B Partnership.

As described above, as holder of the Brookfield Reinsurance Class B Shares, BAM Re
Class B Partnership (i) is entitled to elect half of the board of directors of Brookfield
Reinsurance, (ii) receives equivalent distributions as the Brookfield Reinsurance Class A Shares
and (iii) has the right to approve matters put to Brookfield Reinsurance shareholders for
approval, voting separately as a class.

The beneficial interests in BAM Re Class B Partnership, and the voting interests in its
trustee, BAM Re Trustee, are held through entities owned by (i) Bruce Flatt (47.68%),6 (ii) Brian
Kingston (19%),7 and (iii) Sachin Shah, Anuj Ranjan, Connor Teskey, Cyrus Madon and Sam
Pollock (33.32%) in equal parts; being approximately 6.66% each, individually.

As described above, although no one person controls BAM Re Class B Partnership, as a
result of his 47.68 % beneficial interest in BAM Re Class B Partnership, and his voting interest
in BAM Re Class B Partnership and as the largest holder of the Brookfield Reinsurance Class A

6 As described below, Bruce Flatt owns his beneficial interest in BAM Re Class B Partnership and voting
interests in BAM Re Trustee through Partners FC Ltd. and Partners FC II Ltd.

7 As described below, Brian Kingston owns his beneficial interest in BAM Re Class B Partnership and
voting interests in BAM Re Trustee through Partners BK Ltd.
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Shares, Bruce Flatt is listed as an Applicant, along with Partners FC Ltd. and Partners FC II Ltd.,
the entities through which he holds beneficial interests and voting interests in BAM Re Class B
Partnership and BAM Re Trustee, respectively. As of the date of this Application, Mr. Flatt
owns less than 19.9% of the Brookfield Reinsurance Class A shares.

Further, as a result of his 19% beneficial interest in BAM Re Class B Partnership and
voting interest in BAM Re Trustee, Brian Kingston is listed as an Applicant, along with Partners
BK Ltd., the entity through which he holds beneficial interests and voting interests in BAM Re
Class B Partnership and BAM Re Trustee, respectively. As of the date of this Application, Mr.
Kingston owns less than 1% of the Brookfield Reinsurance Class A Shares.

Both Mr. Flatt and Mr. Kingston were approved as controllers of the Domestic Insurers
pursuant to the Division’s order dated December 21, 2021.

Prior to BAM Re Class B Partnership’s formation, the entity did not operate as a
business.

BAM Re Trustee

Formed on June 2, 2021, BAM Re Trustee is an exempted company established under the
laws of Bermuda. The principal business of BAM Re Trustee is to serve as the trustee of BAM
Re Class B Partnership.

Prior to BAM Re Trustee’s formation, the entity did not operate as a business.

Partners FC Ltd.

Formed on May 17, 2021, Partners FC Ltd. is an exempted company established under
the laws of Bermuda. It is the vehicle through which Mr. Flatt owns a 47.68% beneficial interest
in BAM Re Class B Partnership and a 47.68% voting interest in its trustee, BAM Re Trustee.

Partners FC II Ltd. is the sole shareholder of Partners FC Ltd.

Prior to Partners FC Ltd.’s formation, the entity did not operate as a business.

Partners FC II Ltd.

Formed on March 3, 2017 in the British Virgin Islands and continued into Bermuda on
December 31, 2021, Partners FC II Ltd. is an exempted company governed by the laws of
Bermuda. It is the sole shareholder of Partners FC Ltd.

Bruce Flatt is the sole shareholder of Partners FC II Ltd.

Prior to Partners FC II Ltd.’s formation, the entity did not operate as a business.
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Partners BK Ltd. (“Partners BK”)

Formed on May 17, 2021, Partners BK is an exempted company established under the
laws of Bermuda. It is the vehicle through which Mr. Kingston owns a 19% beneficial interest in
BAM Re Class B Partnership and a 19% voting interest in its trustee, BAM Re Trustee.

Brian Kingston is the sole shareholder of Partners BK.

Prior to Partners BK’s formation, the entity did not operate as a business.

(c) Applicants’ Organizational Charts

Attached hereto as Exhibit 2 is the organizational structure chart of the Domestic Insurers
and the Applicants as of the date hereof, prior to the completion of the Proposed Acquisition.
Attached hereto as Exhibit 3(a) is the abbreviated organizational structure chart of the Applicants
immediately following completion of Step 1 of the Internal Reorganization, but prior to
completion of the Merger. Attached hereto as Exhibit 3(b) is the abbreviated organizational
structure chart of the Applicants immediately following the Merger. Attached hereto as Exhibit
3(c) is the abbreviated organizational structure chart of the Applicants immediately following
consummation of the Internal Reorganization. These charts present on an abbreviated basis the
identities of and the interrelationships among: (i) the Applicants and (ii) AEL Holdco and its
subsidiaries. These charts list, as to each entity specified in the chart, the type of organization
and the state or other jurisdiction of domicile. No court proceedings involving a reorganization
or liquidation are pending with respect to any of the Applicants or any of their corporate
affiliates.

ITEM 3. IDENTITY AND BACKGROUND OF INDIVIDUALS ASSOCIATED WITH
THE APPLICANTS

An updated list of the directors and executive officers of each of the Applicants is
attached hereto as Exhibit 4(a).

In accordance with the terms of the Merger Agreement, each of the current directors of
AEL Holdco, including the current Chief Executive Officer of AEL Holdco (the “CEO”) in his
capacity as a director, will resign effective as of Closing, and the persons listed on Exhibit 4(b)
as the directors of Merger Sub will become the directors of the Surviving Company. In
connection with the Post-Closing Merger, the individuals named in Exhibit 4(b), being the
current directors of ANAT, will be appointed as the directors of the Surviving Holdco (ANGI)
and the individuals named in Exhibit 4(b), being the current executive officers of AEL Holdco
(except for the CEO) and ANAT, respectively, will become the executive officers of the
Surviving Holdco (ANGI). The Applicants are continuing to evaluate the composition of the
board of directors of ANGI and may seek to appoint one or more additional directors following
Closing. The Applicants will update the Division promptly to the extent there are any
developments in this regard. The Applicants will also notify the Division of any changes to the
proposed directors or officers of the Surviving Holdco (ANGI) that may occur in the ordinary
course between the date of this Application and the Closing.
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The NAIC Biographical Affidavits for the persons listed in Exhibit 4(a) and Exhibit 4(b)
(other than individuals who are current executive officers of AEL Holdco) that do not have a
cross were previously provided to the Division and submitted to a third-party background check
service provider in connection with the Prior Application, and are incorporated herein by
reference. The Applicants have confirmed that all of the information contained in such
previously-submitted biographical affidavits remains true and correct in all material respects.
The NAIC Biographical Affidavits for the persons listed in Exhibit 4(a) and Exhibit 4(b) (other
than individuals who are current executive officers of AEL Holdco) that do have a cross have
been provided as Exhibit 5 and were submitted to a third-party background check service
provider. The business addresses, residence addresses, licenses and material occupations, offices
or employment during the last five years are described in the Biographical Affidavits for each
such person. To the knowledge of the Applicants, no person listed in Exhibit 4(a) or Exhibit 4(b)
who is associated with the Applicants has been convicted in a criminal proceeding (excluding
minor traffic violations) during the past ten years.

ITEM 4. NATURE, SOURCE AND AMOUNT OF CONSIDERATION

(a) Consideration

As described in Item 1, the aggregate amount of Merger Consideration to be paid to the
holders of the AEL Holdco Common Shares in connection with the Closing will be: (i) cash in
an amount equal to the Cash Consideration multiplied by the number of AEL Holdco Common
Shares and (ii) shares of BAM Class A Stock having a value equal to the Stock Consideration
(and cash in lieu of fractional shares of BAM Class A Stock) multiplied by the number of AEL
Holdco Common Shares, in each case, outstanding as of immediately prior to the effective time
of the Merger. The Merger values AEL Holdco at approximately $4.6 billion. Consummation of
the Proposed Acquisition is not subject to any financing condition or contingency. Further
details on the sources of the consideration are described in Exhibit 6.

In connection with the Proposed Acquisition, Brookfield Corporation, AEL Holdco,
Brookfield Reinsurance and Merger Sub have entered into that certain Guaranty, dated as of July
4, 2023, pursuant to which Brookfield Corporation has guaranteed the obligation of Brookfield
Reinsurance to deliver the Merger Consideration, reimburse expenses or indemnify AEL Holdco
under the terms of the Merger Agreement and pay any monetary damages awarded to AEL
Holdco by a court of competent jurisdiction for breach of the Merger Agreement. A copy of the
Guaranty is attached hereto as Exhibit 8.

(b) Criteria

The terms of the Merger Agreement, including the nature and amount of the Merger
Consideration, were agreed upon in an arms’ length negotiation with advice of the parties’
respective financial, legal and other advisors. The amount and type of consideration were
determined in view of the consideration paid in other recent acquisitions of similar businesses, as
well as the financial position and results of operation of the business to be acquired, including
the past and present business operations, historical and potential earnings, financial condition and
prospects, assets and liabilities and such other factors and information as Brookfield Reinsurance
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considered relevant under the circumstances. In addition, AEL Holdco’s board of directors
engaged J.P. Morgan Securities LLC and Ardea Partners LP to conduct a review of the
transactions contemplated by the Merger Agreement and provide their opinion as to the fairness
of the consideration to be paid in connection with the transactions contemplated by the Merger
Agreement by Brookfield Reinsurance.

ITEM 5. FUTURE PLANS FOR INSURER

Pursuant to an Advisory Agreement (as described in Item 12(c)) between Brookfield
Reinsurance and the CEO, the CEO will resign from his role as an officer and director of AEL
Holdco and the Domestic Insurers effective as of Closing, and will transition to an advisory role
with Brookfield Reinsurance. Brookfield Reinsurance has commenced a search for a
replacement CEO and will keep the Division apprised of any developments in connection
therewith.

Brookfield Reinsurance does not intend to deviate from the business and operating plan
of the Domestic Insurers. Consistent with its philosophy and approach, Brookfield Reinsurance
will manage AEL Holdco’s financial condition with the goal of supporting anticipated organic
growth and delivering on promises to policyholders and clients.

Brookfield Reinsurance intends to maintain and enhance AEL Holdco’s presence and
participation in the Iowa insurance community, including as an employer and as a leading Iowa-
domiciled insurer. The Applicants intend to maintain the Domestic Insurers’ headquarters and
personnel in Des Moines.

Other than as noted in this Application (including the details on the sources, uses and
nature of consideration described in Exhibit 6 and the three-year financial projections for each of
the Domestic Insurers attached as Exhibit 9), neither the Applicants nor any person identified in
Exhibit 4(a) or Exhibit 4(b) have any present plans to cause the Domestic Insurers to declare an
extraordinary dividend, to liquidate the Domestic Insurers, to sell the Domestic Insurers’ assets,
to merge the Domestic Insurers with any person or persons, or to make any other material change
to the Domestic Insurers’ business operations, corporate structure, management or business plans
previously filed with the Division. Any future change in the business operations of the Domestic
Insurers would be undertaken in a manner consistent with sound business practices and the
growth and stability of their respective businesses, and in accordance with applicable law,
including any required regulatory approvals. Further details on the future plans of the Domestic
Insurers are described in Exhibit 7.

Other than the resignation of the CEO noted above and in connection with any new hires
or resignations that may occur in the ordinary course, the Applicants do not currently anticipate
any changes to the directors or executive officers of the Domestic Insurers following the Closing.
The Domestic Insurers will notify the Division of any changes to the directors or officers of the
Domestic Insurers that may occur in the ordinary course between the date of this Application and
the Closing.
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See Exhibit 7 for further detail regarding the existing reinsurance agreement between
North End Re and AEILIC, which was approved by the Commissioner on September 29, 2021
(submitted as Form D#1760) (the “AEILIC Reinsurance Agreement”).

ITEM 6. VOTING SECURITIES TO BE ACQUIRED

Eagle currently has 2,500,000 shares of common stock issued and outstanding, all of
which are directly owned by AEILIC. AEILIC currently has 2,500,000 shares of common stock
issued and outstanding, all of which are directly owned by AEL Holdco.

Following the consummation of the Proposed Acquisition, the Applicants will become
controlling persons of each of the Domestic Insurers as a result of Merger Sub merging with and
into AEL Holdco, the indirect parent company of the Domestic Insurers. The terms and
conditions of the transactions described in the prior paragraph are set forth in the Merger
Agreement attached hereto as Exhibit 1 and are discussed in Items 1 and 4 above. The terms and
conditions of the Merger Agreement were agreed upon in an arms’ length negotiation with
advice of the parties’ respective financial, legal and other advisors.

The terms of the proposed Merger are summarized in Item 1(b) of this Application. A
statement as to the method by which the fairness of the proposal was determined is included in
Item 4(b) of this Application.

ITEM 7. OWNERSHIP OF VOTING SECURITIES

All of the issued and outstanding shares of common stock of Eagle are directly owned by
AEILIC. In turn, all of the issued and outstanding shares of common stock of AEILIC are
directly owned by AEL Holdco. Pursuant to the Initial Investment, the Brookfield Reinsurance
Group Shareholders hold, as of July 4, 2023, approximately 20.38% of all of the issued and
outstanding voting securities of AEL Holdco. Except as otherwise described in this Application,
there are no voting securities of any class of the Domestic Insurers that are held of record,
beneficially owned or concerning which there is a right to acquire beneficial ownership by the
Applicants, their respective affiliates or, to the knowledge of the Applicants, any person listed in
Exhibit 4(a).

ITEM 8. CONTRACTS, ARRANGEMENTS, OR UNDERSTANDINGS WITH RESPECT
TO VOTING SECURITIES OF THE INSURER

Concurrently with the execution of the Merger Agreement, AEL Holdco entered into a
voting agreement (the “Voting Agreement”) with the Brookfield Reinsurance Group
Shareholders (i.e. Freestone and North End Re).

Pursuant to the Voting Agreement, subject to the terms and conditions set forth therein,
each of Freestone and North End Re have agreed to vote all of the outstanding AEL Holdco
Common Shares then beneficially owned by Freestone, North End Re or any of their respective
affiliates (1) in favor of the approval of the Merger Agreement and the Merger and (2) against
any other takeover proposal or other proposal or transaction that would in any manner impede,
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frustrate, prevent or nullify any provision of the Merger Agreement or the Merger. The Voting
Agreement also includes waivers of certain provisions of the Investment Agreement, in order to,
among other things, permit Brookfield Reinsurance to exercise certain rights under the Merger
Agreement and to remove any limitations on voting under the Investment Agreement that would
conflict with the Brookfield Reinsurance Group Shareholders’ voting obligations under the
Voting Agreement.

As of the date of the Voting Agreement, an aggregate of 15,886,066 AEL Holdco
Common Shares, representing approximately 20.38% of the total voting power of the holders of
capital stock of AEL Holdco, were beneficially owned by the Brookfield Reinsurance Group
Shareholders subject to the Voting Agreement.

The foregoing description of the Voting Agreement does not purport to be complete and
is subject to, and qualified in its entirety by reference to the full text of such agreement, a copy of
which is attached hereto as Exhibit 10.

As part of the Internal Reorganization described above, in connection with, and prior to,
the Merger, BAM Re Holdings will acquire 12,028,979 AEL Holdco Common Shares,
representing approximately 15.43% of the total voting power of the holders of capital stock of
AEL Holdco, from its wholly owned subsidiary, North End Re. BAM Re Holdings is expected
to transfer approximately 5% of the total voting power of the holders of capital stock of AEL
Holdco to ANAT immediately following, and on the same day as, the Merger. Also as part of the
Internal Reorganization described above, in connection with and prior to the merger, ANAT will
acquire 3,857,184 AEL Holdco Common Shares, representing approximately 4.95% of the total
voting power of the holders of capital stock of AEL Holdco from its wholly-owned subsidiary,
Freestone.

Other than as described above, the Merger Agreement, the Voting Agreement and the
Investment Agreement, there are no contracts, arrangements or understandings with respect to
any voting security of AEL Holdco or any of the Domestic Insurers in which the Applicants,
their respective affiliates or, to the knowledge of the Applicants, any person listed in Exhibit 4(a)
is involved, including any transfer of any securities, joint ventures, loan or option arrangements,
puts or calls, guarantees of loans, guarantees against loss or guarantees of profits, division of
losses or profits or the giving or withholding of proxies.

ITEM 9. RECENT PURCHASES OF VOTING SECURITIES

None of the Applicants, their respective affiliates or, to the knowledge of the Applicants,
any person listed in Exhibit 4(a) has purchased any voting securities of AEL Holdco or any of
the Domestic Insurers during the twelve (12) calendar months preceding the filing of this
Application.

ITEM 10. RECENT RECOMMENDATIONS TO PURCHASE

Except in connection with the execution of the Merger Agreement, none of the
Applicants, their respective affiliates or, to the knowledge of the Applicants, any person listed in
Exhibit 4(a) has made any recommendations to purchase any voting security of AEL Holdco or
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any of the Domestic Insurers, and no such recommendations have been made by anyone based
upon interviews or at the suggestion of the Applicants, their respective affiliates or, to the
knowledge of the Applicants, any person listed in Exhibit 4(a), in each case during the twelve
(12) calendar months preceding the filing of this Application.

ITEM 11. AGREEMENTS WITH BROKER-DEALERS

None of the Applicants, their respective affiliates or, to the knowledge of the Applicants,
any person listed in Exhibit 4(a) has made any agreements, contracts or understandings with any
broker-dealer as to solicitation of voting securities of AEL Holdco or any of the Domestic
Insurers.

ITEM 12. FINANCIAL STATEMENTS AND EXHIBITS

(a) - (b) Listing of Exhibits; Financial Statements

As described in Item 2(b) of this Application, Brookfield Reinsurance was spun off from
Brookfield Corporation on June 28, 2021. The audited financial statements of Brookfield
Reinsurance for the years ended December 31, 2022, 2021 and 2020 are attached hereto as
Exhibit 11(a). The audited financial statements of Brookfield Reinsurance for the years ended
December 31, 2021, 2020 and 2019 are attached hereto as Exhibit 11(b).8 Copies of the audited
consolidated financial statements of Brookfield Annuity Holdings Inc., as the predecessor of
Brookfield Reinsurance for financial reporting purposes, as at December 31, 2020 and 2019 and
for the years ended December 31, 2020, 2019 and 2018, are attached hereto as Exhibit 11(c).
The unaudited quarterly financial statements of Brookfield Reinsurance for the quarters ended
March 31, 2023, June 30, 2023 and September 30,2023 are attached hereto as Exhibit 11(d). As a
publicly traded company (New York Stock Exchange and Toronto Stock Exchange), Brookfield
Reinsurance is subject to periodic and ongoing disclosure of its audited consolidated financial
statements in the United States and Canada.

As described in Item 2(b) of this Application, Partners BK was formed on May 17, 2021.
The unaudited annual financial statements of Partners BK for the years ended December 31,
2022 and 2021 are attached as Exhibit 11(e).

As described in Item 2(b) of this Application, BAM Re Trustee was formed on June 2,
2021. The unaudited annual financial statements of BAM Re Trustee for the years ended
December 31, 2022 and 2021 are attached as Exhibit 11(f).

As described in Item 2(b) of this Application, BAM Re Class B Partnership was formed
on June 17, 2021. The unaudited annual financial statements of BAM Re Class B Partnership for
the years ended December 31, 2022 and 2021 are attached as Exhibit 11(g).

As described in Item 2(b) of this Application, ANAT was formed on January 3, 2020.
The audited annual financial statements of ANAT for the years ended December 31, 2022, 2021

8 The audited financial statements of Brookfield Reinsurance are prepared on a combined consolidated basis
for a three year period.
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and 2020 are attached as Exhibit 11(h). The unaudited quarterly financial statement of ANAT
for the quarter ended March 31, 2023, June 30, 2023 and September 30, 2023 is attached hereto
as Exhibit 11(i).

As described in Item 2(b) of this Application, BAM Re Holdings was formed on
February 16, 2021. Stand-alone audited financial statements for BAM Re Holdings are not
available because audit procedures are performed on the consolidated financial statements of its
parent company, Brookfield Reinsurance (which are provided in Exhibit 11(a) and Exhibit
11(b)), rather than on BAM Re Holdings’ stand-alone financial statements.

As described in Item 2(b) of this Application, BAMR US was formed on July 28, 2021.
Stand-alone audited financial statements for BAMR US are not available because audit
procedures are performed on the consolidated financial statements of its parent company,
Brookfield Reinsurance (which are provided in Exhibit 11(a) and Exhibit 11(b)), rather than on
BAMR US’ stand-alone financial statements.

As described in Item 2(b) of this Application, BAMR US Holdings was formed on
September 22, 2022. Stand-alone audited financial statements for BAMR US Holdings are not
available because audit procedures are performed on the consolidated financial statements of its
parent company, Brookfield Reinsurance (which are provided in Exhibit 11(a) and Exhibit
11(b)), rather than on BAMR US Holdings’ stand-alone financial statements.

Attached as Exhibit 11(j) are the annual unaudited unconsolidated balance sheets of (i)
BAM Re Holdings for the year ended December 31, 2021; (ii) BAMR US for the years ended
December 31, 2022 and 2021 and (iii) BAMR US Holdings for the year ended December 31,
2022.

ANG Midco I LLC, ANG Topco I LLC, Partners FC Ltd. and Partners FC II Ltd. do not
produce financial statements.

The Division has on file the personal financial statements of both Bruce Flatt and Brian
Kingston in the form of a certified public accountant compilation for the years ended December
31, 2022, 2021 and 2020.

As noted in Item 5 of this Application, three-year financial projections of each of the
Domestic Insurers are attached hereto as Exhibit 9.

A copy of the Voting Agreement, as described in Item 8 of this Application, is attached
as Exhibit 10 hereto.

A copy of the Guaranty, as described in Item 4 of this Application, is attached as Exhibit
8 hereto.

Attached hereto as Exhibit 12(a) and Exhibit 12(b), respectively, are the annual reports
issued to the stockholders of AEL Holdco for the years ended December 31, 2022 and 2021.
The Domestic Insurers do not prepare annual reports to their stockholders.
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Attached hereto as Exhibit 13(a) and Exhibit 13(b), respectively, are the annual reports
issued to the stockholders of Brookfield Reinsurance for the years ended December 31, 2022 and
2021. Other than Brookfield Reinsurance, the Applicants do not prepare annual reports to their
respective stockholders.

(c) Offers

Other than as described in this Application, the Applicants are not aware of any tender
offers for, requests or invitations for, tenders of, exchange offers for, or agreements to acquire or
exchange any voting securities of AEL Holdco or any of the Domestic Insurers, or any soliciting
materials relating thereto.

Brookfield Reinsurance has entered into an advisory agreement with Anant Bhalla, the
current CEO of AEL Holdco, who will be resigning from that position in connection with the
transactions contemplated by the Merger Agreement (the “Advisory Agreement”). Pursuant to
the Advisory Agreement, Mr. Bhalla will perform certain advisory services for Brookfield
Reinsurance for up to 18 months following the effective time of the Merger. In exchange for
such advisory services, Mr. Bhalla will earn an aggregate fee of $8 million, with (i) $6 million
payable in the first 12 months (in monthly installments of $500,000) and (ii) $2 million payable
in the final six months (in monthly installments of $333,333). If Mr. Bhalla is terminated by
Brookfield Reinsurance without cause or resigns for good reason, in each case prior to the end of
the 18-month advisory period, any unpaid portion of the $8 million advisory fee will become
payable as of the date of such termination. The Advisory Agreement also provides that Mr.
Bhalla will be subject to (i) a non-compete covenant as it relates to U.S. retail annuity insurance
for the period beginning at the effective time of the Merger and ending on the earlier of (A) nine
months after the effective time of the Merger and (B) September 30, 2024 (but subject to a
minimum duration of six months) and (ii) a six-month post-engagement employee, client and
distributor non-solicitation covenant.

In addition, it is anticipated that AEL Holdco will enter into retention agreements with
certain executive officers of AEL Holdco and the parties are currently in the process of
negotiating the final form of the retention agreement (the “Proposed Retention Agreement”). A
copy of the Proposed Retention Agreement will be provided to the Division as soon as it is
available. The Applicants plan to maintain the Domestic Insurers’ headquarters and personnel in
Des Moines. Other than the Advisory Agreement and the Proposed Retention Agreement, the
Applicants are not contemplating entering into any proposed employment, consultation, advisory
or management contracts concerning any of the Domestic Insurers except for the investment
management agreements noted above.

List of Exhibits

A complete index to the Exhibits in this Application follows:

Exhibit Name of Exhibit
1 Merger Agreement

2 Current Organizational Chart of Applicants and Domestic Insurers
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3 Organizational Charts of Applicants and Domestic Insurers

(a) Immediately following completion of Step 1 of the Internal Reorganization,
but prior to completion of the Merger

(b) Immediately following the Merger

(c) Immediately following consummation of the Internal Reorganization

4 Directors and Executive Officers

(a) Directors and Executive Officers of Applicants

(b) Directors and Executive Officers of Merger Sub, AEL Holdco, ANAT and ANGI

5 Biographical Affidavits*

6 Description of Sources, Uses and Nature of Consideration*

7 Future Plans for Insurer*

8 Guaranty*

9 Three-Year Financial Projections*

(a) Three-Year Financial Projections for AEILIC*

(b) Three-Year Financial Projections for Eagle*

10 Voting Agreement

11 Financial Statements of the Applicants

(a) Audited Financial Statements of Brookfield Reinsurance for the Years-
Ended December 31, 2022, 2021 and 2020

(b) Audited Financial Statements of Brookfield Reinsurance for the Years-
Ended December 31, 2021, 2020 and 2019

(c) Audited Consolidated Financial Statements of Brookfield Annuity Holdings
Inc., as the predecessor of Brookfield Reinsurance for financial reporting
purposes, as at December 31, 2020 and 2019 and for the Years-Ended
December 31, 2020, 2019 and 2018

(d) Unaudited Quarterly Financial Statements of Brookfield Reinsurance for
the Quarters-Ended March 31, 2023, June 30, 2023 and September 30, 2023

(e) Unaudited Financial Statements of Partners BK for the Years-Ended
December 31, 2022 and 2021*

(f) Unaudited Financial Statements of BAM Re Trustee for the Years-Ended
December 31, 2022 and 2021*

(g) Unaudited Financial Statements of BAM Re Class B Partnership for the
Years-Ended December 31, 2022 and 2021*

(h) Audited Financial Statements of ANAT for the years ended December 31,
2022, 2021 and 2020

(i) Unaudited Quarterly Financial Statement of ANAT for the Quarter-Ended
March 31, 2023, June 30, 2023 and September 30, 2023

(j) Unaudited Unconsolidated Balance Sheets of BAM Re Holdings for the
Year-Ended December 31, 2021, BAMR US for the Years-Ended
December 31, 2022 and 2021 and BAMR US Holdings for the Year-Ended
December 31, 2022*
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(k) Personal Financial Statements of Bruce Flatt for the Years Ended December
31, 2022, December 31, 2021 and December 31, 2020 (on file with the
Division)

(l) Personal Financial Statements of Brian Kingston for the Years Ended
December 31, 2022, December 31, 2021 and December 31, 2020 (on file
with the Division)

12 AEL Holdco Annual Reports

(a) Annual Report of AEL Holdco for the Year-End 2022

(b) Annual Report of AEL Holdco for the Year-End 2021

13 Brookfield Reinsurance Annual Reports

(a) Annual Report of Brookfield Reinsurance for the Year-End 2022

(b) Annual Report of Brookfield Reinsurance for the Year-End 2021
* The Applicants are requesting confidential treatment with respect to the information contained
in the exhibits marked with an asterisk and have filed such information under separate cover as
part of a confidential supplement to this Application.

ITEM 13. AGREEMENT REQUIREMENTS FOR ENTERPRISE RISK MANAGEMENT

The Applicants hereby designate Brookfield Reinsurance as the ultimate control person
for purposes of providing the information required by Form F. Brookfield Reinsurance agrees to
provide, to the best of its knowledge and belief, the information required by Form F within
fifteen (15) days after the end of the month in which the acquisition of control occurs.
Brookfield Reinsurance further agrees to annually provide the Form F as described in Iowa Code
Section 521A.4 for so long as control exists. Brookfield Reinsurance further acknowledges that
it and all subsidiaries within its insurance holding company system shall provide information to
the Commissioner upon request as necessary to evaluate enterprise risk to the Domestic Insurers.

[signature pages follow]
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AGREEMENT AND PLAN OF MERGER 

This AGREEMENT AND PLAN OF MERGER (this “Agreement”), 
dated as of July 4, 2023, is by and among American Equity Investment Life Holding 
Company, an Iowa corporation (the “Company”), Brookfield Reinsurance Ltd., a 
Bermuda exempted company limited by shares (“Parent”), Arches Merger Sub Inc., an 
Iowa corporation and a wholly owned Subsidiary of Parent (“Merger Sub” and, together 
with Parent, the “Parent Entities”), and solely for purposes of Article VI and Sections 
3.02(a)(ii)(B), 3.02(d), 7.02, 7.04, 7.14(d), 7.20 and 8.03(c), Brookfield Asset 
Management Ltd., a company incorporated under the laws of the Province of British 
Columbia (“BAM”).  The Company, Parent, Merger Sub and BAM are each referred to 
in this Agreement as a “party” and collectively as the “parties”. 

WHEREAS, as of the date hereof, North End RE (Cayman) SPC and 
Freestone Re Ltd. (together, the “Parent Group Shareholders”), each an affiliate of 
Parent, collectively own 15,886,163 shares of common stock, par value $1.00, of the 
Company (“Common Stock”); 

WHEREAS, the Board of Directors of each of Parent (the “Parent Board”) 
and Merger Sub (the “Merger Sub Board”) have unanimously (i) determined that the 
terms of this Agreement are in the best interests of Parent and Merger Sub, as applicable, 
(ii) adopted this Agreement and the transactions provided for herein in which Merger Sub 
will, in accordance with the Laws of the State of Iowa and subject to the terms and 
conditions set forth herein, merge with and into the Company, with the Company 
surviving such merger (the “Merger”) and (iii) declared the advisability of this 
Agreement and the Merger, and the Merger Sub Board has (x) directed that this 
Agreement and the transactions contemplated by this Agreement, including the Merger, 
be submitted to Parent (as Merger Sub’s sole shareholder) for its approval and (y) 
resolved to recommend approval of the Merger and this Agreement to Parent (as Merger 
Sub’s sole shareholder); 

WHEREAS, the Board of Directors of the Company (the “Company 
Board”) has unanimously (i) determined that this Agreement and the transactions 
contemplated by this Agreement, including the Merger, are advisable, fair to and in the 
best interests of the Company and its shareholders (other than the Parent Group 
Shareholders and any other Affiliates of Parent that are holders of Common Stock 
(collectively, “Parent Affiliated Shareholders”)), including in consideration of 
community interest factors as authorized to be considered by Section 490.1108A of the 
IBCA (“community interest factors”), (ii) adopted this Agreement and the transactions 
contemplated by this Agreement, including the Merger, (iii) directed that this Agreement 
and the transactions contemplated by this Agreement, including the Merger, be submitted 
to the shareholders of the Company for their approval and (iv) resolved, subject to 
Section 7.03, to recommend approval of the Merger and this Agreement to the 
Company’s shareholders; 

WHEREAS, concurrently with the execution of this Agreement and as a 
condition to the willingness of Parent and Merger Sub to enter into this Agreement, the 
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Chief Executive Officer of the Company (the “CEO”) has entered into a consulting 
agreement with Parent; 

WHEREAS, concurrently with the execution of this Agreement, and as a 
condition to the willingness of the Company to enter into this Agreement, Parent has 
delivered to the Company a guaranty, dated as of the date hereof (the “Guaranty”), in 
favor of the Company and certain other Persons, and pursuant to which BN is 
guaranteeing certain obligations of certain persons under this Agreement; 

WHEREAS, simultaneously with the execution and delivery of this 
Agreement, as a condition to the willingness of the Company to enter into this 
Agreement, the Parent Group Shareholders have entered into an agreement with the 
Company substantially in the form attached as Exhibit A (the “Voting Agreement”), 
pursuant to which, subject to the terms and conditions therein, the Parent Group 
Shareholders have agreed to vote all of their respective shares of Common Stock in favor 
of, and to otherwise support, the Merger; and  

WHEREAS, the Company, the Parent Entities and BAM desire to make 
certain representations, warranties, covenants and agreements in connection with the 
Merger and also to prescribe various conditions to the Merger. 

NOW, THEREFORE, in consideration of the foregoing, each party agrees 
as follows: 

ARTICLE I 
 

DEFINITIONS AND TERMS 

SECTION 1.01. Definitions.  As used in this Agreement, the following 
terms have the meanings ascribed thereto below: 

“Acceptable Confidentiality Agreement” means any confidentiality 
agreement entered into by the Company from and after the date of this Agreement that 
contains provisions that are not materially less favorable in the aggregate to the Company 
than those contained in the Confidentiality Agreement and does not prohibit the 
Company from complying with its obligations set forth in Section 7.03 (it being 
understood that such confidentiality agreement need not contain a standstill provision or 
otherwise prohibit the making or amending of a Takeover Proposal if such Takeover 
Proposal is made directly to the Company and not publicly disclosed). 

“Action” means any action, suit or proceeding by or before any 
Governmental Authority. 

“Actuarial Appraisal” has the meaning set forth in Section 4.16(a). 

“Adverse Recommendation Change” has the meaning set forth in Section 
7.03(d). 
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“Affiliate” means, as to any Person, any other Person that, directly or 
indirectly, controls, or is controlled by, or is under common control with, such Person.  
For this purpose, “control” (including, with its correlative meanings, “controlled by” and 
“under common control with”) shall mean the possession, directly or indirectly, of the 
power to direct or cause the direction of management or policies of a Person, whether 
through the ownership of securities or partnership or other ownership interests, by 
Contract or otherwise. For purposes of this Agreement, (a) Parent and its Subsidiaries 
shall be deemed not to be Affiliates or portfolio companies of BN, BAM and their 
respective Subsidiaries, (b) BAM shall be deemed not to be an Affiliate or portfolio 
company of BN and its Subsidiaries and (c) Parent, BN and BAM and their respective 
Subsidiaries shall be deemed not to be Affiliates of the Company or any of its 
Subsidiaries. 

“Agreement” has the meaning set forth in the preamble. 

“Anti-Bribery Legislation” means all and any of the following:  the U.S. 
Foreign Corrupt Practices Act of 1977; the Organisation for Economic Cooperation and 
Development Convention on Combating Bribery of Foreign Public Officials in 
International Business Transactions and related implementing legislation; the relevant 
common law or legislation in England and Wales relating to bribery and/or corruption, 
including the Public Bodies Corrupt Practices Act 1889, the Prevention of Corruption Act 
1906 as supplemented by the Prevention of Corruption Act 1916 and the Anti-Terrorism, 
Crime and Security Act 2001, the Bribery Act 2010, the Proceeds of Crime Act 2002, the 
Bermuda Bribery Act 2016 and any other applicable anti-bribery or anti-corruption 
related provisions in criminal and anti-competition Laws and/or other applicable Laws 
relating to bribery or corruption. 

“Antitrust Laws” means the Sherman Antitrust Act of 1890, the Clayton 
Antitrust Act of 1914, the HSR Act, the Federal Trade Commission Act, all applicable 
non-U.S. antitrust Laws and all other applicable Laws issued by a Governmental 
Authority that are designed or intended to prohibit, restrict or regulate actions having the 
purpose or effect of monopolization or restraint of trade or lessening of competition 
through merger or acquisition. 

“Applicable SAP” means, with respect to any Company Insurance 
Subsidiary, the applicable statutory accounting principles (or local equivalents in the 
applicable jurisdiction) prescribed or permitted by the Insurance Regulator of such 
Company Insurance Subsidiary’s domiciliary jurisdiction.  

“Ardea Partners” has the meaning set forth in Section 4.24. 

“Articles of Merger” shall mean the articles of merger in the form 
mutually agreed to by Parent and the Company, as required by and executed in 
accordance with the IBCA. 

“BAM” has the meaning set forth in the preamble.  
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“BAM Class A Fixed Stock Price” means an amount in cash equal to 
$16.15. 

“BAM Class A Stock” has the meaning set forth in Section 6.02. 

“BAM Class A Stock Price” means the volume-weighted average sales 
price per share taken to four decimal places of BAM Class A Stock on the US 
Consolidated Tape over the period of 10 consecutive trading days concluding with the 
market closing trade on the NYSE on the fifth trading day immediately preceding the 
Closing Date (such period, the “BAM Class A Stock Price Measuring Period”), as 
calculated by Bloomberg Financial LP under the function “VWAP” by using the 
instruction “BAM US Equity AQR” (or, if not available, in another authoritative source 
mutually selected by the Company and Parent). 

“BAM Class A Stock Price Measuring Period” has the meaning set forth 
in the definition of “BAM Class A Stock Price”.  

“BAM Class B Stock” has the meaning set forth in Section 6.02. 

“BAM Disclosure Letter” has the meaning set forth in Article VI. 

“BAM Material Adverse Effect” means any effect, change, event, 
circumstance or development that, individually or in the aggregate with all other effects, 
changes, events, circumstances or developments, has or would reasonably be expected to 
have a material adverse effect on the business, assets, results of operations or condition 
(financial or otherwise) of BAM and its Subsidiaries taken as a whole; provided, 
however, that in no event shall any of the following, or any effect, change, event, 
circumstance or development arising out of, or resulting from, the following, constitute or 
be taken into account, individually or in the aggregate, in determining whether a BAM 
Material Adverse Effect has occurred or may occur (except to the extent contemplated by 
the proviso at the end of this definition):  (a) general economic or regulatory, legislative 
or political conditions or securities, credit, financial or other capital markets conditions in 
any jurisdiction (including with respect to interest rates, exchange rates for currencies, 
monetary policy or inflation), (b) any failure, in and of itself, by BAM to meet any 
internal or published projections, forecasts, guidance, estimates, milestones, budgets or 
predictions in respect of internal or published revenues, earnings,  expenses, cash flow, 
cash position or other financial or operating metrics for any period (it being understood 
that the effect, change, event, circumstance or development giving rise or contributing to 
such failure that are not otherwise excluded pursuant to another clause of this definition 
may be deemed to constitute or be taken into account in determining whether there has 
been or would reasonably be expected to be a BAM Material Adverse Effect), 
(c) geopolitical conditions, the outbreak or escalation of hostilities, any acts of war 
(whether or not declared) (including civil war and including with respect to the Russian 
Federation and Ukraine or any matter arising therefrom), sabotage, terrorism (including 
cyber-terrorism), man-made disaster, epidemics, pandemics or disease outbreaks 
(including COVID-19 or any COVID Measures) or any escalation or worsening of any of 
the foregoing, (d) any volcano, tsunami, hurricane, tornado, windstorm, flood, 
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earthquake, wildfire or other natural disaster or any conditions resulting from such 
natural disasters, (e) the negotiation, execution and delivery of this Agreement, the 
announcement, pendency or performance of the Transactions, or the identity of, or facts 
relating to, the Company, (f) the suspension of trading in securities of BAM on the NYSE 
or TSX or any change, in and of itself, in the market price, ratings or trading volume of 
BAM’s or any of its Subsidiaries’ securities (it being understood that the effect, change, 
event, circumstance or development giving rise or contributing to such change that are 
not otherwise excluded pursuant to another clause of this definition may be deemed to 
constitute or be taken into account in determining whether there has been or would 
reasonably be expected to be a BAM Material Adverse Effect), (g) any change in 
applicable Law (including COVID Measures) (or interpretation or enforcement thereof) 
or GAAP (or interpretation or enforcement thereof), including but not limited to legal or 
regulatory requirements and accounting and financial reporting pronouncements by the 
SEC and the FASB or rating agency methodology or (h) any action taken or not taken by 
BAM or any of its Subsidiaries as expressly required by the terms of this Agreement (but, 
in the event of any such failure to take an action, only if the Company has refused to 
provide a waiver to the applicable prohibition in this Agreement); provided further, 
however, that any effect, change, event, circumstance or development referred to in 
clause (a), (c), (d) or (g) (other than with respect to interest rates) may be taken into 
account in determining whether or not there has been a BAM Material Adverse Effect to 
the extent such effect, change, event, circumstance or development has a disproportionate 
adverse effect on BAM and its Subsidiaries, taken as a whole, relative to other 
participants in BAM’s industries in the geographic regions or product markets in which 
BAM and its Subsidiaries operate (in which case only the incremental disproportionate 
effect or effects may be taken into account in determining whether or not a BAM 
Material Adverse Effect has occurred). 

“BAM Organizational Documents” means, collectively, BAM’s Notice of 
Articles and Articles of BAM in each case, as amended up to and including the date of 
this Agreement. 

“BAM SEC Documents” has the meaning set forth in Article VI. 

“BAM ULC” means Brookfield Asset Management ULC, a company 
organized under the laws of British Columbia, Canada. 

“Bankruptcy and Equity Exception” has the meaning set forth in Section 
4.03(a). 

“Barclays” has the meaning set forth in Section 5.11. 

“BN” means Brookfield Corporation, a corporation organized under the 
laws of Ontario, Canada. 

“Book-Entry Share” has the meaning set forth in Section 3.01(d)(ii). 

“Broker-Dealer Subsidiary” means AEL Financial Services, LLC. 
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“Burdensome Condition” has the meaning set forth in Section 7.05(f). 

“business day” means any day except a Saturday, a Sunday or other day 
on which the SEC or banks in the City of New York, the City of Toronto, Canada or the 
City of Des Moines, Iowa are authorized or required by applicable Law to be closed. 

“Cap Amount” has the meaning set forth in Section 7.08(c). 

“Capitalization Date” has the meaning set forth in Section 4.02(a). 

“Cash Consideration” has the meaning set forth in Section 3.01(d)(i)(A). 

“CEO” has the meaning set forth in the recitals. 

“Certificate” has the meaning set forth in Section 3.01(d)(ii). 

“Claim” has the meaning set forth in Section 7.08(b). 

“Closing” has the meaning set forth in Section 2.02. 

“Closing Date” has the meaning set forth in Section 2.02. 

“Code” means the U.S. Internal Revenue Code of 1986, as amended. 

“Common Stock” has the meaning set forth in the recitals. 

“community interest factors” has the meaning set forth in the recitals. 

“Company” has the meaning set forth in the preamble. 

“Company 401(k) Plan” means the Company’s Profit Sharing and 401(k) 
Plan.  

“Company Acquisition Agreement” has the meaning set forth in 
Section 7.03(d). 

“Company Awards” means, collectively, Company Restricted Stock, 
Company RSUs, Company PSUs and Company Options. 

“Company Award Conversion Ratio” means the quotient of (i) the Merger 
Consideration (valuing the Stock Consideration at the BAM Class A Fixed Stock Price 
for this purpose) divided by (ii) the BAM Class A Stock Price. 

“Company Board” has the meaning set forth in the recitals. 

“Company Board Recommendation” has the meaning set forth in Section 
4.03(b). 
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“Company Book-Entry Shares” has the meaning set forth in Section 
3.02(b). 

“Company Bylaws” means the Company’s Amended and Restated 
Bylaws, as amended up to and including the date of this Agreement. 

“Company Charter” means the Company’s Articles of Incorporation, as 
amended up to and including the date of this Agreement. 

“Company Disclosure Letter” has the meaning set forth in Article IV. 

“Company Employee” has the meaning set forth in Section 7.10(a). 

“Company Employee List” has the meaning set forth in Section 7.10(g). 

“Company ESOP” means the Company’s Employee Stock Ownership 
Plan, as amended and restated generally effective January 1, 2014, as may be amended 
from time to time.  

“Company Insurance Approvals” has the meaning set forth in Section 
4.04. 

“Company Insurance Policies” means all insurance policies and contracts, 
together with all binders, slips, certificates, endorsements and riders thereto, that are 
issued by a Company Insurance Subsidiary. 

“Company Insurance Subsidiary” means each Subsidiary of the Company 
that conducts the business of insurance or reinsurance as an insurance company or a 
reinsurance company. 

“Company Intellectual Property” means all Intellectual Property owned or 
purported to be owned by the Company and its Subsidiaries. 

“Company Lease” has the meaning set forth in Section 4.14(b). 

“Company Material Adverse Effect” means any effect, change, event, 
circumstance or development that, individually or in the aggregate with all other effects, 
changes, events, circumstances or developments, has or would reasonably be expected to 
have a material adverse effect on the business, assets, results of operations or condition 
(financial or otherwise) of the Company and its Subsidiaries taken as a whole; provided, 
however, that in no event shall any of the following, or any effect, change, event, 
circumstance or development arising out of, or resulting from, the following, constitute or 
be taken into account, individually or in the aggregate, in determining whether a 
Company Material Adverse Effect has occurred or may occur (except to the extent 
contemplated by the proviso at the end of this definition):  (a) effects, changes or events 
generally affecting the insurance, reinsurance or risk management industries in the 
geographic regions or product markets in which the Company and its Subsidiaries operate 
or underwrite insurance or reinsurance or manage risk (including changes to interest 
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rates, general market prices and regulatory changes affecting such industries), (b) general 
economic or regulatory, legislative or political conditions or securities, credit, financial or 
other capital markets conditions in any jurisdiction (including with respect to interest 
rates, exchange rates for currencies, monetary policy or inflation and any changes in the 
Investment Assets resulting therefrom), (c) any failure, in and of itself, by the Company 
to meet any internal or published projections, forecasts, guidance, estimates, milestones, 
budgets or predictions in respect of internal or published revenues, earnings, premiums 
written, expenses, cash flow, cash position or other financial or operating metrics for any 
period (it being understood that the effect, change, event, circumstance or development 
giving rise or contributing to such failure that are not otherwise excluded pursuant to 
another clause of this definition may be deemed to constitute or be taken into account in 
determining whether there has been or would reasonably be expected to be a Company 
Material Adverse Effect), (d) geopolitical conditions, the outbreak or escalation of 
hostilities, any acts of war (whether or not declared) (including civil war and including 
with respect to the Russian Federation and Ukraine or any matter arising therefrom), 
sabotage, terrorism (including cyber-terrorism), man-made disaster, epidemics, 
pandemics or disease outbreaks (including COVID-19 or any COVID Measures) or any 
escalation or worsening of any of the foregoing, (e) any volcano, tsunami, hurricane, 
tornado, windstorm, flood, earthquake, wildfire or other natural disaster or any conditions 
resulting from such natural disasters, (f) the negotiation, execution and delivery of this 
Agreement, the announcement, pendency or performance of the Transactions, or the 
identity of, or facts relating to, Parent or any of its Affiliates, including the impact thereof 
on the relationships of the Company or any of its Subsidiaries with employees, 
customers, insureds, cedants, policyholders, brokers, agents, financing sources, 
investment managers, business partners, service providers, Governmental Authorities or 
reinsurance providers, and including any Action with respect to the Transactions, (g) any 
change or announcement of a potential change, in and of itself, in the Company’s or any 
of its Subsidiaries’ credit, financial strength or claims paying ratings or the ratings of any 
of the Company’s or its Subsidiaries’ businesses (it being understood that the effect, 
change, event, circumstance or development giving rise or contributing to such ratings 
that are not otherwise excluded pursuant to another clause of this definition may be 
deemed to constitute or be taken into account in determining whether there has been or 
would reasonably be expected to be a Company Material Adverse Effect), (h) the 
suspension of trading in securities of the Company on the NYSE or any change, in and of 
itself, in the market price, ratings or trading volume of the Company’s or any of its 
Subsidiaries’ securities (it being understood that the effect, change, event, circumstance 
or development giving rise or contributing to such change that are not otherwise excluded 
pursuant to another clause of this definition may be deemed to constitute or be taken into 
account in determining whether there has been or would reasonably be expected to be a 
Company Material Adverse Effect), (i) any change in applicable Law (including COVID 
Measures) (or interpretation or enforcement thereof), GAAP (or interpretation or 
enforcement thereof) or in Applicable SAP (or, other than with respect to any permitted 
practices, interpretation or enforcement thereof), including but not limited to legal or 
regulatory requirements and accounting and financial reporting pronouncements by the 
SEC, the National Association of Insurance Commissioners, any Insurance Regulator and 
the FASB or rating agency methodology, (j) any action taken or not taken by the 
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Company or any of its Subsidiaries as expressly required by the terms of this Agreement 
(but, in the event of any such failure to take an action, only if Parent has refused to 
provide a waiver to the applicable prohibition in this Agreement) or (k) any of the matters 
set forth on Section 4.06(b) of the Company Disclosure Letter; provided further, 
however, that any effect, change, event, circumstance or development referred to in 
clause (a), (b), (d) or (e) (other than with respect to interest rates) may be taken into 
account in determining whether or not there has been a Company Material Adverse 
Effect to the extent such effect, change, event, circumstance or development has a 
disproportionate adverse effect on the Company and its Subsidiaries, taken as a whole, 
relative to other participants engaged primarily in the insurance or reinsurance or risk 
management industries in the geographic regions or product markets in which the 
Company and its Subsidiaries operate or underwrite insurance or reinsurance or manage 
risk (in which case only the incremental disproportionate effect or effects may be taken 
into account in determining whether or not a Company Material Adverse Effect has 
occurred). 

“Company Notice” has the meaning set forth in Section 7.03(d). 

“Company Option” means each option (whether vested or unvested) to 
purchase Common Stock granted pursuant to a Company Stock Plan (including for the 
avoidance of doubt any Performance-Vesting Company Option).  

“Company Organizational Documents” means the Company Charter and 
the Company Bylaws. 

“Company Plan” means each plan, program, policy, agreement or other 
arrangement covering current or former directors, officers, employees or natural 
independent contractors of the Company or any of its Subsidiaries, that is (a) an 
“employee benefit plan” within the meaning of Section 3(3) of ERISA (whether or not 
such plan is subject to ERISA), (b) a share option, share purchase, share appreciation 
right, restricted share, restricted share unit or other share-based or equity-based 
compensation agreement, program or plan, (c) an individual employment, consulting, 
severance, retention, termination, restrictive covenant, change-in-control or other similar 
agreement between such Person and the Company or any of its Subsidiaries or (d) a 
bonus, incentive, deferred compensation, profit-sharing, retirement, post-employment or 
post-retirement health, medical, life insurance or other welfare benefit plan, program, 
policy or arrangement, spending or reimbursement account, paid time off, severance or 
termination pay, benefit or fringe-benefit plan, program, policy, agreement or other 
arrangement (other than, in each case, any such plan, program, policy, agreement or other 
arrangement required by applicable Law, sponsored by a Governmental Authority), 
whether or not in writing and whether or not funded, in each case, that is sponsored, 
maintained or contributed to by the Company or any of its Affiliates or with respect to 
which the Company or any of its Subsidiaries has any actual or contingent liability. 

“Company PSU” means each award of Company RSUs subject to 
performance-based vesting conditions.  
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“Company Restricted Stock” means Common Stock granted pursuant to a 
Company Stock Plan that is subject to vesting restrictions. 

“Company Rights” has the meaning set forth in Section 4.02(b). 

“Company RSU” means each restricted stock unit payable in Common 
Stock or whose value is determined with reference to the value of Common Stock, 
granted pursuant to the Company Stock Plans, other than a Company PSU.   

“Company SEC Documents” has the meaning set forth in Section 4.05(a). 

“Company Securities” has the meaning set forth in Section 4.02(b). 

“Company Shareholders Meeting” has the meaning set forth in Section 
7.04(c). 

“Company Stock Certificates” has the meaning set forth in Section 
3.02(b). 

“Company Stock Plans” means the Company’s (a) 2023 Equity Incentive 
Plan, (b) Amended and Restated Equity Incentive Plan and (c) 2016 Employee Incentive 
Plan, in each case, as may be amended or restated from time to time and, in each case, the 
award agreements thereunder. 

“Company Termination Fee” means a cash amount equal to $102,000,000. 

“Confidentiality Agreement” has the meaning set forth in Section 7.07. 

“Consent” means any consent, waiver, approval, license, Permit, order, 
non-objection or authorization. 

“Contract” means any legally binding agreement, debenture, note, bond, 
mortgage, indenture, deed, lease, sublease, license or contract other than any Company 
Plan. 

“COVID-19” means SARS-CoV-2 and its disease commonly known as 
COVID-19, including any intensification, resurgence and any evolutions or additional 
strains, variations, sequences or mutations thereof or any related or associated epidemics, 
pandemics, disease outbreaks or public health emergencies. 

“COVID Measures” means (a) any quarantine, “shelter in place,” “stay at 
home,” workforce reduction, social distancing, shutdown, closure, sequester, safety or 
similar applicable Law, directive, guidelines or recommendations promulgated by any 
Governmental Authority, including the Centers for Disease Control and Prevention and 
the World Health Organization, in each case, in connection with or in response to 
COVID-19, including the CARES Act and the Families First Coronavirus Response Act, 
or any other response to COVID-19, and (b) the reversal or discontinuation of any of the 
foregoing. 
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“Credit Agreement” means the Credit Agreement, dated as of February 15, 
2022, among the Company, the lenders party thereto, and Citizens Bank, N.A., as 
administrative agent thereunder. 

 “Credit Agreement Amendments” has the meaning set forth in Section 
7.17(c). 

“Credit Document” means each Contract pursuant to which the Company 
or any of its Subsidiaries has created, incurred, assumed or guaranteed any Indebtedness 
for borrowed money. 

“Current D&O Insurance” has the meaning set forth in Section 7.08(c). 

“Cybersecurity Incident” means unauthorized access to or use or 
corruption of the IT Systems (including a ransomware or denial-of-service attack), or the 
unauthorized access, disclosure, use, corruption or loss of Personal Information or other 
non-public information. 

“Debt Financing” means any debt financing obtained by Parent or any of 
its Subsidiaries in connection with the Transactions. 

“Debt Financing Sources” means the Persons that provide or arrange all or 
any part of any Debt Financing in connection with the Transactions, including the parties 
to any commitment letters, engagement letters, credit agreements, indentures or similar 
debt agreements entered into relating to such Debt Financing. Notwithstanding the 
foregoing, in no event shall Parent or any of its Affiliates constitute “Debt Financing 
Sources”. 

“Depositary Shares” has the meaning set forth in Section 3.01(f)(ii). 

“Disclaiming Person Information” has the meaning set forth in Section 
7.04(c) of the Parent Disclosure Letter. 

 “Dissenting Shares” means Common Stock held by a holder of Common 
Stock, who, as of the Effective Time, (a) neither voted in favor of the Merger nor 
consented thereto in writing, and (b) demanded properly in writing appraisal for such 
shares in accordance with Sections 490.1301 through 490.1303 and Sections 490.1320 
through 490.1326 of the IBCA.  

“DTC” means The Depositary Trust Company. 

“Effective Time” means the date and time when the Merger becomes 
effective, as set forth in the Articles of Merger. 

“ERISA” means the Employee Retirement Income Security Act of 1974. 

“ERISA Affiliate” has the meaning set forth in Section 4.10(d). 
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“ESOP Loan” means loans outstanding under the Company ESOP.  

“ESOP Termination Date” has the meaning set forth in Section 7.10(j). 

“Exchange Act” has the meaning set forth in Section 4.04. 

“Exchange Agent” has the meaning set forth in Section 3.02(a)(i). 

“Exchange Fund” has the meaning set forth in Section 3.02(a)(ii). 

“Exchange Ratio” means: if the BAM Class A Stock Price is (i) greater 
than $35.51, the quotient (rounded to five decimal places) obtained by dividing (x) 
$17.65 by (y) the BAM Class A Stock Price; (ii) less than or equal to $35.51, but greater 
than or equal to $30.48, 0.49707; or (iii) less than $30.48, the quotient (rounded to five 
decimal places) obtained by dividing (x) $15.15 by (y) the BAM Class A Stock Price, 
subject to reduction pursuant to Section 3.01(e). 

“Exchanged RSU” has the meaning set forth in Section 3.03(e). 

“FASB” means the Financial Accounting Standards Board. 

“Filed SEC Documents” has the meaning set forth in Article IV. 

“Filing Person Information” has the meaning set forth in Section 7.05(c) 
of the Parent Disclosure Letter. 

“FINRA” has the meaning set forth in Section 4.04. 

“Form F-4” has the meaning set forth in Section 5.03. 

“Fraud” means an actual fraud involving a knowing and intentional 
misrepresentation by a party that resulted in a representation or warranty set forth in 
Article IV, Article V or Article VI being materially breached (made with the Knowledge 
that a representation or warranty set forth in Article IV, Article V or Article VI was 
actually breached when made), and made with the express intent of inducing the other 
party to enter into this Agreement and upon which such other party has relied to its 
detriment; provided, however, “Fraud” shall not include any fraud claim based on 
constructive knowledge, negligent misrepresentation or a similar theory. 

“GAAP” means generally accepted accounting principles in the United 
States, consistently applied. 

“Governmental Authority” means any government, legislature, political 
subdivision, court, board, regulatory or administrative agency, self-regulatory 
organization or agency, commission or authority or other legislative, executive or judicial 
governmental entity, whether federal, national, provincial, state, local, foreign or 
multinational, in each case of competent jurisdiction. 
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“Guaranty” has the meaning set forth in the recitals. 

“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 
1976. 

“IBCA” shall mean the Iowa Business Corporation Act, Chapter 490 of 
the Iowa Code. 

“IMA” has the meaning set forth in Section 4.18(c). 

“Indebtedness” means, with respect to any Person at the time of 
determination, without duplication and regardless of the maturity or when due or payable, 
(a) any indebtedness for borrowed money, including loans or advances or the issuance 
and sale of debt securities, (b) any capitalized lease obligations or sale leaseback 
obligations as determined in accordance with GAAP, (c) any indebtedness under any 
credit agreement or facility or obligations evidenced by bonds, debentures, notes or other 
similar instruments, (d) any obligations to pay the deferred purchase price of property or 
services, except trade accounts payable and other current liabilities arising in the ordinary 
course of business consistent with past practice, (e) net cash payment obligations that will 
be payable upon termination of (assuming termination on the date of determination) any 
agreement in respect of any cap, swap, collar, future, derivative or similar transactions, or 
any option or similar agreement involving, or settled by reference to, any rate, currency, 
commodity, price of any equity or debt security or instrument, or economic, financial or 
pricing index or measure of economic, financial or pricing risk or value, or any similar 
transaction or combination of the foregoing transactions, (f) any obligations in respect of 
letters of credit or similar instruments issued or accepted by banks or financial 
institutions for the account of any Person (including surety bonds and off-balance sheet 
financing arrangements), to the extent drawn, (g) all interest, indemnities, premiums, 
penalties, breakage costs (including on interest rate swaps and any other hedging 
obligations (including foreign currency or exchange contracts)), fees and other 
obligations related to any of the foregoing, (h) all direct or indirect guarantees or other 
financial accommodations (or arrangements having the economic effect of a guarantee or 
financial accommodation) in respect of any of the foregoing for the benefit of another 
Person and (i) all other obligations which would be required to be shown as indebtedness 
on a balance sheet of such Person prepared in accordance with GAAP; provided that 
Indebtedness shall not include any intercompany indebtedness owing between or among 
the Company and/or any of its Subsidiaries. 

“Indemnitee” has the meaning set forth in Section 7.08(a). 

“Insurance Contract” means each insurance or annuity policy and contract, 
together with all binders, slips, certificates, endorsements and riders thereto, issued by 
any Company Insurance Subsidiary prior to the Closing. 

“Insurance Law” means all Laws applicable to the business of insurance 
or reinsurance or the regulation of insurance or reinsurance companies, whether federal, 
national, provincial, state, local, foreign or multinational, and all applicable orders, 
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directives of, and market conduct recommendations resulting from market conduct or 
other examinations by, Insurance Regulators. 

“Insurance Producer” means the agents, general agents, sub-agents, 
brokers, wholesale brokers, insurance solicitors, producers or other Persons who solicit, 
negotiate or sell the Insurance Contracts. 

“Insurance Regulators” means all Governmental Authorities regulating the 
business of insurance or reinsurance, or regulating insurance or reinsurance companies, 
under Insurance Laws. 

“Intellectual Property” means all intellectual property rights in any and all 
jurisdictions worldwide, including all:  (a) patents and patent applications, including all 
reissues, divisions, renewals, extensions, provisionals, continuations and continuations-
in-part thereof; (b) trademarks, service marks, trade names, trade dress, acronyms, tag-
lines, slogans, logos, URLs and Internet domain names, social media usernames and 
other digital identifiers and other indicia of origin, together with all goodwill associated 
with the foregoing; (c) copyrights and rights in copyrightable subject matter in published 
and unpublished works of authorship, database and design rights, and data collections; 
(d) trade secrets, inventions and invention disclosures (whether or not patentable), 
discoveries, techniques, research and development, data and databases, customer and 
supplier lists, and other confidential and proprietary information (collectively, “Trade 
Secrets”); (e) all registrations and applications to register or renew the registration of any 
of the foregoing; and (f) all intellectual property rights in Software and other technology. 

“Intervening Event” means a material effect, change, event, circumstance 
or development that (a) was not known to, or reasonably foreseeable by, the Company 
Board on the date of this Agreement, which effect, change, event, circumstance or 
development becomes known to the Company Board prior to the receipt of the Required 
Shareholder Approval, or if known, the consequences of which were not known to, or 
reasonably foreseeable by, the Company Board on or prior to the date of this Agreement, 
and (b) does not relate to (i) a Takeover Proposal or (ii) any (x) changes in the market 
price or trading volume of the Company or (y) the Company’s meeting, failing to meet or 
exceeding published or unpublished revenue or earnings projections, in each case in and 
of itself (it being understood that the effect, change, event, circumstance or development 
giving rise or contributing to the foregoing may be deemed to constitute or be taken into 
account in determining whether an Intervening Event has occurred). 

“Investment Assets” has the meaning set forth in Section 4.18(a). 

“Investment Guidelines” has the meaning set forth in Section 4.18(a). 

“IRS” means the U.S. Internal Revenue Service. 

“IT Systems” means the hardware, Software, data, databases, data 
communication lines, network and telecommunications equipment, Internet-related 
information technology infrastructure, wide area network and other information 
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technology and communications equipment, owned, leased or licensed by the Company 
or any of its Subsidiaries. 

“JPM” has the meaning set forth in Section 4.24. 

“Knowledge” means, (a) with respect to the Company, the actual 
knowledge of the individuals listed on Section 1.01 of the Company Disclosure Letter, 
(b) with respect to Parent or Merger Sub, the actual knowledge of the individuals listed 
on Section 1.01 of the Parent Disclosure Letter and (c) with respect to BAM, the actual 
knowledge of the individuals listed on Section 1.01 of the BAM Disclosure Letter. 

“Laws” has the meaning set forth in Section 4.08(a). 

“Leased Real Property” means all material real property leased or 
subleased by the Company or any of its Subsidiaries. 

“Liens” means any pledges, liens, charges, mortgages, encumbrances, 
leases, licenses, hypothecations or security interests of any kind or nature. 

“Malware” means any virus, Trojan horse, time bomb, key-lock, spyware, 
worm, malicious code or other software designed or able to, without the knowledge or 
authorization of the Company or its Subsidiaries, disrupt, disable, or harm the operation 
of any IT Systems. 

“Material Contract” has the meaning set forth in Section 4.15(a). 

“Merger” has the meaning set forth in the recitals. 

“Merger Consideration” has the meaning set forth in Section 3.01(d)(i). 

“Merger Sub” has the meaning set forth in the preamble. 

“Merger Sub Board” has the meaning set forth in the recitals. 

“Merger Sub Shareholder Approval” has the meaning set forth in Section 
7.12. 

“Merger Sub Stock” has the meaning set forth in Section 3.01. 

“NAIC” has the meaning set forth in Section 7.01(a). 

“NYSE” means the New York Stock Exchange. 

“OFAC” means the U.S. Treasury Department’s Office of Foreign Assets 
Control. 

“Open Source Software” has the meaning set forth in Section 4.12(d). 
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“Originally Scheduled Date” means the date of the Company Shareholders 
Meeting set forth in the definitive Proxy Statement/Prospectus mailed by the Company to 
its shareholders for the Company Shareholders Meeting. 

“Outside Date” has the meaning set forth in Section 9.01(b)(i). 

“Owned Real Property” means all real property owned in fee simple by 
the Company or any of its Subsidiaries. 

“Parent” has the meaning set forth in the preamble. 

“Parent Affiliated Shareholders” has the meaning set forth in the recitals. 

“Parent Board” has the meaning set forth in the recitals. 

“Parent Disclosure Letter” has the meaning set forth in Article V. 

“Parent Entities” has the meaning set forth in the preamble. 

“Parent Group Shareholders” has the meaning set forth in the recitals.  

“Parent Insurance Approvals” has the meaning set forth in Section 5.03. 

“Parent Material Adverse Effect” means any effect, change, event, 
circumstance or development that, individually or in the aggregate with all other effects, 
changes, events, circumstances or developments, has or would reasonably be expected to 
have a material adverse effect on the business, assets, results of operations or condition 
(financial or otherwise) of Parent and its Subsidiaries taken as a whole; provided, 
however, that in no event shall any of the following, or any effect, change, event, 
circumstance or development arising out of, or resulting from, the following, constitute or 
be taken into account, individually or in the aggregate, in determining whether a Parent 
Material Adverse Effect has occurred or may occur (except to the extent contemplated by 
the proviso at the end of this definition):  (a) effects, changes or events generally 
affecting the insurance, reinsurance or risk management industries in the geographic 
regions or product markets in which Parent and its Subsidiaries operate or underwrite 
insurance or reinsurance or manage risk (including changes to interest rates, general 
market prices and regulatory changes affecting such industries), (b) general economic or 
regulatory, legislative or political conditions or securities, credit, financial or other capital 
markets conditions in any jurisdiction (including with respect to interest rates, exchange 
rates for currencies, monetary policy or inflation and any changes in the Investment 
Assets resulting therefrom), (c) any failure, in and of itself, by Parent to meet any internal 
or published projections, forecasts, guidance, estimates, milestones, budgets or 
predictions in respect of internal or published revenues, earnings, premiums written, 
expenses, cash flow, cash position or other financial or operating metrics for any period 
(it being understood that the effect, change, event, circumstance or development giving 
rise or contributing to such failure that are not otherwise excluded pursuant to another 
clause of this definition may be deemed to constitute or be taken into account in 
determining whether there has been or would reasonably be expected to be a Parent 



 

17 
[[6102394]] 
4859-6391-5628 v.9 

Material Adverse Effect), (d) geopolitical conditions, the outbreak or escalation of 
hostilities, any acts of war (whether or not declared) (including civil war and including 
with respect to the Russian Federation and Ukraine or any matter arising therefrom), 
sabotage, terrorism (including cyber-terrorism), man-made disaster, epidemics, 
pandemics or disease outbreaks (including COVID-19 or any COVID Measures) or any 
escalation or worsening of any of the foregoing, (e) any volcano, tsunami, hurricane, 
tornado, windstorm, flood, earthquake, wildfire or other natural disaster or any conditions 
resulting from such natural disasters, (f) the negotiation, execution and delivery of this 
Agreement, the announcement, pendency or performance of the Transactions, or the 
identity of, or facts relating to, Company or any of its Affiliates, (g) any change or 
announcement of a potential change, in and of itself, in Parent’s or any of its 
Subsidiaries’ credit, financial strength or claims paying ratings or the ratings of any of 
Parent’s or its Subsidiaries’ businesses (it being understood that the effect, change, event, 
circumstance or development giving rise or contributing to such ratings that are not 
otherwise excluded pursuant to another clause of this definition may be deemed to 
constitute or be taken into account in determining whether there has been or would 
reasonably be expected to be a Parent Material Adverse Effect), (h) the suspension of 
trading in securities of Parent on the NYSE or any change, in and of itself, in the market 
price, ratings or trading volume of Parent’s or any of its Subsidiaries’ securities (it being 
understood that the effect, change, event, circumstance or development giving rise or 
contributing to such change that are not otherwise excluded pursuant to another clause of 
this definition may be deemed to constitute or be taken into account in determining 
whether there has been or would reasonably be expected to be a Parent Material Adverse 
Effect), (i) any change in applicable Law (including COVID Measures) (or interpretation 
or enforcement thereof), GAAP (or interpretation or enforcement thereof) or in 
Applicable SAP (or, other than with respect to any permitted practices, interpretation or 
enforcement thereof), including but not limited to legal or regulatory requirements and 
accounting and financial reporting pronouncements by the SEC, the National Association 
of Insurance Commissioners, any Insurance Regulator and the FASB or rating agency 
methodology or (j) any action taken or not taken by Parent or any of its Subsidiaries as 
expressly required by the terms of this Agreement (but, in the event of any such failure to 
take an action, only if Company has refused to provide a waiver to the applicable 
prohibition in this Agreement); provided further, however, that any effect, change, event, 
circumstance or development referred to in clause (a), (b), (d) or (e) (other than with 
respect to interest rates) may be taken into account in determining whether or not there 
has been a Parent Material Adverse Effect to the extent such effect, change, event, 
circumstance or development has a disproportionate adverse effect on Parent and its 
Subsidiaries, taken as a whole, relative to other participants engaged primarily in the 
insurance or reinsurance or risk management industries in the geographic regions or 
product markets in which Parent and its Subsidiaries operate or underwrite insurance or 
reinsurance or manage risk (in which case only the incremental disproportionate effect or 
effects may be taken into account in determining whether or not a Parent Material 
Adverse Effect has occurred). 

“Parent SEC Documents” has the meaning set forth in Article V. 

“party” has the meaning set forth in the preamble. 
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“Patriot Act” means the USA PATRIOT Act (Title III of Pub. L. 107-56 
(signed into law October 26, 2001)). 

“Payoff Amount” has the meaning set forth in Section 7.18. 

“Payoff Indebtedness” means any Indebtedness of the Company that is 
required to be paid at the Closing as a result of the consummation of the Closing pursuant 
to the Credit Agreement or any other Credit Document evidencing such Indebtedness, 
other than to the extent a waiver or amendment is obtained with respect thereto as 
contemplated by Section 7.17. 

“Payoff Letter” has the meaning set forth in Section 7.18. 

“Performance-Vesting Company Option” means each Company Option 
subject to performance-based vesting conditions.  

“Permits” has the meaning set forth in Section 4.08(a). 

“Permitted Liens” means (a) statutory Liens for Taxes, assessments or 
other charges by Governmental Authorities not yet due and payable or the amount or 
validity of which is being contested in good faith and by appropriate proceedings and for 
which adequate reserves are being maintained in accordance with GAAP and Applicable 
SAP, (b) mechanics’, materialmen’s, carriers’, workmen’s, warehousemen’s, 
repairmen’s, landlords’ and similar Liens granted or which arise in the ordinary course of 
business or the amount or validity of which is being contested in good faith and by 
appropriate proceedings and for which adequate reserves are being maintained in 
accordance with GAAP and Applicable SAP, (c) Liens securing payment, or any 
obligation, of the Company or its Subsidiaries with respect to outstanding Indebtedness, 
(d) Liens granted in the ordinary course of business in connection with the insurance or 
reinsurance business of the Company or its Subsidiaries on cash and cash equivalent 
instruments or other investments, including Liens granted (i) in connection with 
(A) pledges of such instruments or investments to collateralize letters of credit delivered 
by the Company or its Subsidiaries, (B) the creation of trust funds for the benefit of 
ceding companies, (C) underwriting activities of the Company or its Subsidiaries, 
(D) deposit liabilities, (E) statutory deposits, (F) ordinary-course securities lending, 
repurchase, reverse repurchase, short-sale, derivatives, swap or hedging transactions, (G) 
any collateral pledged in connection with reinsurance transactions, and (H) any collateral 
pledged to a Federal Home Loan Bank, and (ii) with respect to investment securities held 
in the name of a nominee, custodian, depository, clearinghouse or other record owner, 
(e) pledges or deposits by the Company or any of its Subsidiaries under workmen’s 
compensation Laws, unemployment Insurance Laws or similar legislation, or good-faith 
deposits in connection with bids, tenders, Contracts (other than for the payment of 
Indebtedness) or leases to which such entity is a party, or deposits to secure public or 
statutory obligations of such entity or to secure surety or appeal bonds to which such 
entity is a party, or deposits as security for contested Taxes, in each case incurred or 
made in the ordinary course of business, (f) zoning, building codes, entitlement and other 
land use and environmental regulations by any Governmental Authority provided the 
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same are not presently materially violated and do not, individually or in the aggregate, 
impair the continued use of the property or asset affected by such  restrictions or 
exclusions that would be shown by a current title report or other similar report and any 
condition or other matter, if any, that may be shown or disclosed by a current and 
accurate survey or physical inspection, (g)  licenses and other rights or immunities with 
respect to Intellectual Property, (h) Liens created by or through the actions of Parent or 
any of its Affiliates, (i) such other Liens or imperfections that are not material in amount 
or do not materially detract from the value of or materially impair the continued use of 
the property or asset affected by such Lien or imperfection, (j) Liens arising under or 
relating to applicable securities laws, (k) Liens that will be terminated at or prior to the 
Closing in accordance with this Agreement, (l) Liens permitted to be incurred under the 
Credit Agreement as in effect on the date hereof, (m) Liens arising in the ordinary course 
of business and not incurred in connection with the borrowing of money and (n) title of a 
lessor, sub-lessor, licensor or sub-licensor or secured by a lessor’s, sub-lessor’s, 
licensor’s or sublicensor’s interest under a capital or operating lease, sublease, license or 
sublicense. 

“Person” means an individual, corporation, limited liability company, 
partnership, joint venture, association, trust, unincorporated organization or any other 
entity, including a Governmental Authority. 

“Personal Information” means any information in possession or control of 
any of the Company or its Subsidiaries that enables a Person in possession thereof to 
identify a natural person or that is otherwise considered personally identifiable 
information or personal data under applicable Law. 

“Preferred Stock” has the meaning set forth in Section 4.02(a). 

“Privacy Obligations” has the meaning set forth in Section 4.12(g). 

“Proxy Statement/Prospectus” has the meaning set forth in Section 4.04. 

“Reinsurance Agreement” has the meaning set forth in Section 4.17(a). 

“Representatives” means, with respect to any Person, (a) its officers, 
directors and employees and (b) its agents, financial advisors, investment bankers, 
consultants, attorneys, accountants and other advisors acting on such Person’s behalf in 
connection with the Transactions. 

“Required Regulatory Approvals” has the meaning set forth in Section 
8.01(c). 

“Required Shareholder Approval” has the meaning set forth in Section 
4.03(d). 

“Reserves” means the reserves of any Company Insurance Subsidiary for 
losses, claims, unearned premiums, policy benefits and expenses, including unearned 
premium reserves, reserves for incurred losses, technical reserves, incurred loss 
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adjustment expenses, incurred but not reported losses and loss adjustment expenses, in 
respect of insurance policies issued, reinsured or assumed by such Company Insurance 
Subsidiary. 

“Restraints” has the meaning set forth in Section 8.01(d). 

“Rollover Company RSU” means each Company RSU that is granted 
following the date hereof and prior to the Closing Date in accordance with the terms set 
forth in Section 7.01(a)(vi) of the Company Disclosure Letter. 

“Rule 1017 Application” has the meaning set forth in Section 4.04.  

“Sanctioned Person” means any Person or Governmental Authority that is 
the subject or target of sanctions or trade/export restrictions under U.S., EU, UK or other 
applicable sanctions or export controls Laws, including:  (a) any Person listed on any list 
of designated Persons maintained by OFAC; the U.S. Department of Commerce’s Entity 
List, Denied Persons List, or Unverified List; any debarment or sanctions list maintained 
by the U.S. Department of State; or any other list maintained by U.S. or a non-U.S. 
Governmental Authority under sanctions or export control Laws; (b) where relevant 
under applicable sanctions Laws or export control Laws, any Person that is, in the 
aggregate, 50% or greater owned, directly or indirectly, or controlled by any such Person 
or Persons described in clause (a) or acting for or on behalf of such Person or Persons 
described in clause (a); (c) any person located, organized or resident in a country or 
territory which is itself the subject or target of any comprehensive U.S. sanctions (that is, 
at the time of this Agreement, the Crimea region of Ukraine, the so-called “Donetsk 
People’s Republic” or “Luhansk People’s Republic” regions of Ukraine, the non-
government controlled areas of Ukraine in the oblasts of Kherson and Zaporizhzhia,   
Cuba, Iran, North Korea and Syria); or (d) the Government of Venezuela, or any other 
Person subject to asset-blocking sanctions under applicable sanctions Laws; provided that 
the representations and warranties contained in Sections 5.10 and 6.11 hereof shall not be 
made by any party in so far as such representation or warranty would result in a violation 
of, or conflict with, the Foreign Extraterritorial Measures (United States) Order, 1992. 

“Sarbanes-Oxley Act” has the meaning set forth in Section 4.05(d). 

“SEC” has the meaning set forth in Section 4.04. 

“Securities Act” means the Securities Act of 1933 and the rules and 
regulations promulgated thereunder. 

“Senior Notes” means the 5.000% Senior Notes due 2027 issued by the 
Company pursuant to the Senior Notes Indenture. 

“Senior Notes Indenture” means the Senior Amended and Restated 
Indenture, dated as of April 22, 2004, between the Company and U.S. Bank National 
Association, as trustee, as supplemented by the Third Supplemental Indenture, dated as of 
June 16, 2017, between the Company and U.S. Bank National Association, as trustee. 
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“Series A Deposit Agreement” means the Deposit Agreement, dated 
November 21, 2019, among the Company, Computershare Inc. and Computershare Trust 
Company, N.A., collectively, as depositary (the “Depositary”), Computershare Inc., as 
registrar and transfer agent, and the holders from time to time of the depositary receipts 
described therein relating to the Series A Preferred Stock. 

“Series A Depositary Share” has the meaning set forth in 
Section 3.01(f)(i). 

“Series A Preferred Stock” has the meaning set forth in Section 4.02(a). 

“Series B Deposit Agreement” means the Deposit Agreement, dated June 
17, 2020, among the Company, the Depositary, Computershare Trust Company, N.A., as 
registrar and transfer agent, and the holders from time to time of the depositary receipts 
described therein relating to the Series B Preferred Stock. 

“Series B Depositary Share” has the meaning set forth in Section 
3.01(f)(ii). 

“Series B Preferred Stock” has the meaning set forth in Section 4.02(a). 

“Software” means any (a) computer programs, including all software 
implementations of algorithms, models and methodologies, whether in source code or 
object code, (b) databases, (c) descriptions, flow-charts and other work product used to 
design, plan, organize and develop any of the foregoing, screens, user interfaces, report 
formats, firmware, development tools, templates, menus, buttons and icons, in each case, 
in any and all forms of media, and (d) documentation, including user manuals and other 
training documentation, related to any of the foregoing. 

“Specified Business Conduct Laws” means:  (a) the Anti-Bribery 
Legislation; (b) all legal requirements imposing trade sanctions on any Person, including 
all legal requirements administered by OFAC, all sanctions laws or embargos imposed or 
administered by the U.S. Department of State, the United Nations Security Council, His 
Majesty’s Treasury or the European Union and all anti-boycott or anti-embargo laws; 
(c) all legal requirements relating to the import, export, re-export, transfer of information, 
data, goods and technology, including the Export Administration Regulations 
administered by the U.S. Department of Commerce, the International Traffic in Arms 
Regulations administered by the U.S. Department of State and customs Laws and 
regulations administered by U.S. Customs and Border Protection; and (d) the Money 
Laundering Control Act of 1986, the Currency and Foreign Transactions Reporting Act 
of 1970, The Uniting and Strengthening America by Providing Appropriate Tools 
Required to Intercept and Obstruct Terrorism Act of 2001, and other applicable legal 
requirements relating to money laundering. 

“Statutory Statements” has the meaning set forth in Section 4.23.  

“Stock Consideration” has the meaning set forth in Section 3.01(d)(i)(B). 
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“Subsidiary” when used with respect to any party, means any corporation, 
limited liability company, partnership, association, trust or other entity of which 
securities or other ownership interests representing more than 50% of the equity or more 
than 50% of the ordinary voting power (or, in the case of a partnership, more than 50% of 
the general partnership interests) are, as of such date, owned by such party or one or more 
Subsidiaries of such party or by such party and one or more Subsidiaries of such party.  
For purposes of this Agreement, (a) BAM ULC shall be deemed a Subsidiary of BAM 
and (b) any joint ventures or any Investment Assets that are not wholly-owned and not 
controlled (as defined in the definition of “Affiliate”) by the Company or any of its 
Subsidiaries shall be deemed not to be Subsidiaries of the Company. 

“Superior Proposal” means any bona fide written Takeover Proposal that 
did not result from a breach of Section 7.03 and that the Company Board has determined 
in its good-faith judgment, after consultation with its financial advisors and outside legal 
counsel, and taking into account all relevant (in the view of the Company Board) legal, 
regulatory, financial and other aspects of such proposal (including the conditionality, 
timing and likelihood of consummation of such proposal and the payment of any 
termination fee, as well as community interest factors), would be reasonably likely to be 
consummated on the terms proposed and would be more favorable to the shareholders of 
the Company than the Merger; provided that for purposes of the definition of “Superior 
Proposal,” the references to “20%” in the definition of Takeover Proposal shall be 
deemed to be references to “50%.” 

“Surviving Common Stock” has the meaning set forth in Section 3.01(a). 

“Surviving Company” has the meaning set forth in Section 2.01. 

“Takeover Law” has the meaning set forth in Section 4.13. 

“Takeover Proposal” means any inquiry, proposal (whether or not in 
writing) or offer from any Person or group (other than Parent and its Affiliates) relating 
to, in a single transaction or series of related transactions, any direct or indirect 
(a) acquisition (including any reinsurance or retrocession transaction, or transaction that 
has similar risk transfer effects, and any asset management transaction) that if 
consummated would result in any Person or group owning or managing 20% or more of 
the consolidated assets (based on the fair market value thereof, as determined in good 
faith by the Company Board), reserves, revenues or net income of the Company and its 
Subsidiaries, (b) acquisition of Common Stock representing 20% or more of the 
outstanding Common Stock, (c) tender offer or exchange offer that if consummated 
would result in any Person or group having beneficial ownership of Common Stock 
representing 20% or more of the outstanding Common Stock, (d) merger, amalgamation, 
consolidation, share exchange, share purchase, business combination, recapitalization, 
liquidation, dissolution or similar transaction involving the Company or any of its 
Subsidiaries pursuant to which such Person or group (or the shareholders of any Person) 
would acquire, directly or indirectly, 20% or more of the aggregate voting power of the 
Company or of the surviving entity in such transaction or the resulting direct or indirect 
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parent of the Company or such surviving entity or (e) any combination of the foregoing, 
in each case, other than by or on behalf of Parent or any of its Affiliates. 

“Tax” means any federal, state, local or non-U.S. income, gross receipts, 
property, sales, use, license, excise, franchise, employment, payroll, premium, 
withholding, alternative or added minimum, ad valorem, transfer or excise tax, or any 
other tax, governmental fee or similar duty, fee or charge or assessment in the nature of a 
tax, together with any interest or penalty or additions thereto imposed by any 
Governmental Authority with respect to such amount. 

“Tax Returns” means all reports, returns, statements, declarations or forms 
required or permitted to be filed with a Governmental Authority relating to Taxes, 
including any amendment thereof or schedule or supplement thereto. 

“Trade Secrets” has the meaning set forth in the definition of “Intellectual 
Property.” 

“Transactions” means, collectively, the transactions contemplated by this 
Agreement, including the Merger. 

“Trust” has the meaning as set forth in Section 4.10(l). 

“Trustee” means, Principal Financial Group Inc, an Iowa corporation, not 
in its corporate capacity but solely in its capacity as trustee of the Company ESOP. 

“TSX” has the meaning as set forth in Section 6.08(f). 

“VWAP PSUs” means the Company PSUs granted pursuant to the 
employee restricted stock unit award agreement, dated November 29, 2022, by and 
between the Company and the CEO. 

“Voting Agreement” has the meaning set forth in the recitals. 

“Willful Breach” means, with respect to any party, a material breach of 
this Agreement by such party that is a consequence of an act or omission undertaken by 
the breaching party with the knowledge that the taking of or the omission of taking such 
act would, or would reasonably be expected to, cause or constitute a material breach of 
this Agreement. 

SECTION 1.02. Interpretation. 

(a) As used in this Agreement, references to the following terms have 
the meanings indicated: 

(i) to the Preamble or to the Recitals, Sections, Articles, Exhibits or 
Schedules are to the Preamble or a Recital, Section or Article of, or an Exhibit or 
Schedule to, this Agreement unless otherwise clearly indicated to the contrary; 
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(ii) to any Contract (including this Agreement) or “organizational 
document” are to the Contract or organizational document as amended, modified, 
supplemented or replaced from time to time; 

(iii) to any Law are to such Law as amended, modified, supplemented 
or replaced from time to time and any rules or regulations promulgated thereunder 
and to any section of any Law include any successor to such section; 

(iv) to any Governmental Authority include any successor to the 
Governmental Authority and to any Affiliate include any successor to the 
Affiliate; 

(v) to any “copy” of any Contract or other document or instrument are 
to a true and complete copy thereof; 

(vi) to “hereof,” “herein,” “hereunder,” “hereby,” “herewith” and 
words of similar import refer to this Agreement as a whole and not to any 
particular Article, Section or clause of this Agreement, unless otherwise clearly 
indicated to the contrary; 

(vii) to the “date of this Agreement,” “the date hereof” and words of 
similar import refer to July 4, 2023; and  

(viii) to “this Agreement” includes the Exhibits and Schedules 
(including the Company Disclosure Letter, the Parent Disclosure Letter and the 
BAM Disclosure Letter) to this Agreement. 

(b) Whenever the words “include,” “includes” or “including” are used 
in this Agreement, they will be deemed to be followed by the words “without limitation.” 
The word “or” shall not be exclusive.  Any singular term in this Agreement will be 
deemed to include the plural, and any plural term the singular.  All pronouns and 
variations of pronouns will be deemed to refer to the feminine, masculine or neuter, 
singular or plural, as the identity of the Person referred to may require.  Where a word or 
phrase is defined herein, each of its other grammatical forms shall have a corresponding 
meaning. 

(c) Whenever the last day for the exercise of any right or the discharge 
of any duty under this Agreement falls on a day other than a business day, the party 
having such right or duty shall have until the next business day to exercise such right or 
discharge such duty.  Unless otherwise indicated, the word “day” shall be interpreted as a 
calendar day.  With respect to any determination of any period of time, unless otherwise 
set forth herein, the word “from” means “from and including” and the word “to” means 
“to but excluding.” 

(d) The table of contents and headings contained in this Agreement are 
for reference purposes only and will not affect in any way the meaning or interpretation 
of this Agreement. 
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(e) References to “dollars” or “$” mean United States dollars, unless 
otherwise clearly indicated to the contrary. 

(f) Any document shall be determined to have been “delivered,” 
“furnished,” “provided” or “made available” to a Person if such document has been 
uploaded to the electronic data rooms established by the Company at Intralinks entitled 
“Project Janus” or electronically delivered to such Person or its Representatives at least 
by 11:59 p.m. New York City time on the date immediately preceding the date of this 
Agreement. 

(g) The Parent Entities, BAM and the Company have participated 
jointly in the negotiation and drafting of this Agreement; consequently, in the event an 
ambiguity or question of intent or interpretation arises, this Agreement shall be construed 
as jointly drafted by the Parent Entities, BAM and the Company and no presumption or 
burden of proof shall arise favoring or disfavoring any party by virtue of the authorship 
of any provision of this Agreement. 

(h) No summary of this Agreement prepared by or on behalf of any 
party shall affect the meaning or interpretation of this Agreement. 

(i) All capitalized terms used without definition in the Exhibits and 
Schedules (including the Company Disclosure Letter, the Parent Disclosure Letter and 
the BAM Disclosure Letter) to this Agreement shall have the meanings ascribed to such 
terms in this Agreement. 

ARTICLE II 
 

THE MERGER 

SECTION 2.01. Merger.  Upon the terms and subject to the conditions 
set forth in this Agreement, and pursuant to applicable provisions of the IBCA, at the 
Effective Time, Merger Sub shall be merged with and into the Company, the separate 
corporate existence of Merger Sub shall thereupon cease, and the Company shall be the 
surviving company in the Merger (such surviving company, the “Surviving Company”). 

SECTION 2.02. Closing; Effective Time.  The closing (the “Closing”) 
shall take place as soon as practicable, and in any event not later than five business days 
after the satisfaction or (to the extent permitted herein and by applicable Law) waiver by 
the party entitled to the benefits thereof of the conditions set forth in Article VIII (other 
than those conditions that by their nature are to be satisfied at the Closing, but subject to 
the satisfaction or (to the extent permitted herein and by applicable Law) waiver of those 
conditions at such time) or at such other time as each party hereto may agree in writing; 
provided that, notwithstanding the satisfaction or waiver of such conditions, in no event 
shall the Closing occur prior to January 5, 2024, unless Parent elects to waive this proviso 
in its sole discretion (which election must be made by Parent no later than December 11, 
2023) (the date on which the Closing occurs is referred to in this Agreement as the 
“Closing Date”). The Closing shall take place remotely by the exchange of electronic 



 

26 
[[6102394]] 
4859-6391-5628 v.9 

documents by facsimile, PDF or other electronic means. The Merger shall become 
effective at the Effective Time as set forth in the Articles of Merger, which Merger Sub 
and the Company shall file with the Secretary of State of the State of Iowa on the Closing 
Date. 

SECTION 2.03. Effects of Merger.  From and after the Effective Time, 
the Merger shall have the effects set forth in this Agreement and the applicable provisions 
of the IBCA.  Without limiting the generality of the foregoing, and subject thereto, at the 
Effective Time, all of the property owned, and every contractual right possessed, by the 
Company and Merger Sub shall vest in the Surviving Company, and all liabilities of the 
Company and Merger Sub shall become the liabilities of the Surviving Company. 

SECTION 2.04. Articles of Incorporation and Bylaws of the Surviving 
Company.  At the Effective Time, the articles of incorporation and bylaws of the 
Surviving Company shall be amended and, with respect to the bylaws, restated in 
substantially the form of the articles of incorporation and bylaws of Merger Sub as in 
effect immediately prior to the Effective Time, except (i) that the name of the Surviving 
Company shall remain as American Equity Investment Life Holding Company, until 
thereafter changed or amended as provided therein or pursuant to applicable Law (in each 
case, subject to Section 7.08), and (ii) as required pursuant to Section 3.01(f) with respect 
to the preferred stock of the Surviving Company. 

SECTION 2.05. Board of Directors and Officers of Surviving Company.  
The directors of Merger Sub in office immediately prior to the Effective Time shall be 
the directors of the Surviving Company until the earlier of their death, resignation or 
removal or until their respective successors are duly elected or appointed and qualified, as 
the case may be, in accordance with the IBCA and the bylaws of the Surviving Company. 
Except to the extent requested in writing by Parent in advance of the Effective Time, the 
officers of the Company in office immediately prior to the Effective Time shall be the 
officers of the Surviving Company until the earlier of their death, resignation or removal 
or until their respective successors are duly elected or appointed and qualified, as the case 
may be, in accordance with the bylaws of the Surviving Company. 

ARTICLE III 
 

EFFECT ON THE SHARE CAPITAL OF THE CONSTITUENT ENTITIES; 
PAYMENT OF CONSIDERATION 

SECTION 3.01. Effect of Merger on the Share Capital of Merger Sub 
and the Company.  At the Effective Time, by virtue of the occurrence of the Merger, and 
without any action on the part of the Company, Parent, Merger Sub or any holder of any 
shares of Common Stock, any shares of Preferred Stock or any shares, par value $1.00 
per share, of Merger Sub (“Merger Sub Stock”): 

(a) Share Capital of Merger Sub.  Each share of Merger Sub Stock 
issued and outstanding immediately prior to the Effective Time shall 
automatically be converted into and become one duly authorized, validly issued, 
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fully paid and nonassessable share of common stock, par value $1.00 per share, of 
the Surviving Company (“Surviving Common Stock”). 

(b) Parent-Owned Common Stock. Each issued and outstanding share 
of Common Stock that is owned by Parent, any Parent Group Shareholder, 
Merger Sub or any other direct or indirect Subsidiary of Parent immediately prior 
to the Effective Time shall automatically become one duly authorized, validly 
issued, fully paid and nonassessable share of Surviving Common Stock. 

(c) Cancelation of Treasury Stock.  Each share of Common Stock 
owned by the Company as treasury stock and each share of Common Stock issued 
and outstanding immediately prior to the Effective Time and owned by the 
Company or any direct or indirect Subsidiary of the Company immediately prior 
to the Effective Time shall automatically be canceled and shall cease to exist and 
be outstanding, and no consideration shall be delivered in exchange therefor. 

(d) Conversion of Common Stock.   

(i) Subject to Section 3.01(b), Section 3.01(c) and Section 
3.05, each share of Common Stock issued and outstanding immediately 
prior to the Effective Time, shall automatically be canceled and converted 
into and shall thereafter represent the right to receive the following 
consideration (the “Merger Consideration”): 

(A) an amount in cash equal to $38.85, without interest 
(the “Cash Consideration”), subject to adjustment as provided for 
in Section 3.01(e); and 

(B) a number of fully paid and nonassessable shares of 
BAM Class A Stock equal to the Exchange Ratio (the “Stock 
Consideration”), subject to adjustment as provided for in Section 
3.01(e), and cash in lieu of fractional shares of BAM Class A 
Stock. 

 
(ii) As of the Effective Time, each share of Common Stock 

canceled pursuant to Section 3.01(d)(i) shall no longer be issued and 
outstanding and shall automatically be canceled and shall cease to exist, 
and each holder of a certificate that immediately prior to the Effective 
Time evidenced any such shares of Common Stock (each, a “Certificate”) 
or any such Common Stock in uncertified form through a direct registry 
system immediately prior to the Effective Time (each, a “Book-Entry 
Share”) shall cease to have any rights with respect thereto, except the right 
to receive the Merger Consideration, cash in lieu of fractional shares of 
BAM Class A Stock, if any, and any unpaid dividends or other 
distributions pertaining to the Common Stock represented by such 
Certificate or Book-Entry Share, as applicable, to be paid in consideration 
therefor, in accordance with Section 3.02(b) without interest. 
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(e) Adjustments to Merger Consideration.  

(i) If at any time during the period between the date of this 
Agreement and the Effective Time, any change in the outstanding BAM 
Class A Stock or Common Stock shall occur by reason of any 
reclassification, recapitalization, split or combination (including a reverse 
stock split), exchange, merger, consolidation or readjustment of shares, or 
any stock dividend thereon with a record date during such period, or any 
similar transaction or event, the Merger Consideration, the Exchange 
Ratio and any other similarly dependent items, as the case may be, shall be 
appropriately and equitably adjusted to provide the holders of Common 
Stock the same economic effect as contemplated by this Agreement prior 
to such event. Nothing in this Section 3.01(e)(i) shall be construed as 
permitting the Company or BAM to take any action or enter into any 
transaction otherwise prohibited by this Agreement. 

(ii) Notwithstanding anything to the contrary in this 
Agreement, if the BAM Class A Stock Price is less than $30.48, Parent 
and BAM shall have the right (in their sole discretion) to elect to reduce 
(but not to below zero) the Exchange Ratio by delivering written notice of 
such election to the Company no later than 4:00 p.m. New York time on 
the second trading day immediately preceding the Closing Date; provided 
that, unless Parent and BAM elect to reduce the Exchange Ratio to zero, 
any such reduction in the Exchange Ratio shall not result in the value of 
the aggregate amount of Stock Consideration (determined on the basis of 
the BAM Class A Stock Price) after giving effect to such reduction being 
less than $200,000,000.  If Parent and BAM make such an election, (A) 
the amount of the Cash Consideration shall be increased by an amount 
equal to the product of (1) the positive excess of (x) the Exchange Ratio as 
determined in accordance with the definition thereof prior to giving effect 
to such reduction, over (y) the Exchange Ratio after giving effect to such 
reduction, multiplied by (2) the BAM Class A Stock Price and (B) if such 
election reduces the Exchange Ratio to zero, (1) all of BAM’s obligations 
pursuant to Sections 3.02(a)(ii)(B) and 3.02(d), Article VI and Sections 
7.02, 7.04, 7.14(d), 7.20 and 8.03(c) shall automatically cease to have any 
further force and effect and (2) the conditions set forth in Sections 8.01(b), 
8.01(e), 8.03(c) and 8.03(d) shall be deemed waived by all of the parties 
hereto and of no further force or effect (provided, however, that this 
subclause (1) shall not relieve BAM of any liability for any breach of any 
such provision by BAM prior to the making of such election).   

(f) Preferred Stock.  At the Effective Time, by virtue of the Merger 
and without any action on the part of any holder thereof,  

(i) each share of Series A Preferred Stock issued and 
outstanding immediately prior to the Effective Time shall be unaffected by 
the Merger and remain outstanding as one share of Series A Preferred 
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Stock of the Surviving Company entitled to the same dividends and all 
other preferences and privileges, voting rights, relative, participating, 
optional and other special rights, and subject to the same qualifications, 
limitations and restrictions, set forth in the certificate of designations 
applicable thereto as of immediately prior to the Effective Time, and (B) 
each depositary share issued pursuant to the Series A Deposit Agreement, 
representing one-thousandth of one share of Series A Preferred Stock 
(“Series A Depositary Share”) issued and outstanding immediately prior to 
the Effective Time shall be unaffected by the Merger and remain 
outstanding and represent one-thousandth of one share of Series A 
Preferred Stock of the Surviving Company; and 

(ii) each share of Series B Preferred Stock issued and 
outstanding immediately prior to the Effective Time shall be unaffected by 
the Merger and remain outstanding as one share of Series B Preferred 
Stock of the Surviving Company entitled to the same dividends and all 
other preferences and privileges, voting rights, relative, participating, 
optional and other special rights, and subject to the same qualifications, 
limitations and restrictions, set forth in the certificate of designations 
applicable thereto as of immediately prior to the Effective Time, and (B) 
each depositary share issued pursuant to the Series B Deposit Agreement, 
representing one-thousandth of one share of Series B Preferred Stock 
(“Series B Depositary Share”, together with the Series A Depositary 
Shares, the “Depositary Shares”) issued and outstanding immediately prior 
to the Effective Time shall be unaffected by the Merger and remain 
outstanding and represent one-thousandth of one share of Series B 
Preferred Stock of the Surviving Company. 

(g) Preferred Stock Dividends Declared Prior to Closing.  Parent 
acknowledges and agrees on its behalf and on behalf of the Surviving Company 
that if, prior to the Closing Date, any dividend for which a record date prior to the 
Closing Date and a payment date following the Closing Date has been declared to 
holders of Preferred Stock, that such dividend shall be paid by or on behalf of the 
Surviving Company to holders of record as of such record date on the applicable 
payment date. 

(h) Surviving Company Stock.  At the Effective Time, if any Stock 
Consideration is included in the Merger Consideration, the Surviving Company 
will issue shares of Surviving Common Stock to Parent in consideration for 
Parent depositing or causing to be deposited such Stock Consideration pursuant to 
Section 3.02(a)(ii). The number of shares of Surviving Common Stock issued to 
Parent pursuant to this Section 3.01(h) will have a fair market value equal to the 
fair market value of such Stock Consideration. 

SECTION 3.02. Exchange Fund. 

(a) Exchange Agent.   
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(i) Not less than 30 days prior to the anticipated Closing Date, Parent 
shall designate a bank or trust company reasonably acceptable to the Company to 
act as agent (the “Exchange Agent”) for the purpose of exchanging shares of 
Common Stock for the Merger Consideration in accordance with this Article III 
and, in connection therewith, shall enter into an agreement with the Exchange 
Agent prior to the Closing Date in a form reasonably acceptable to the Company.   

(ii) Prior to the Effective Time, (A) Parent shall deposit or cause to be 
deposited with the Exchange Agent an amount in cash in U.S. dollars that is 
sufficient to pay the aggregate Cash Consideration, and any cash payable in lieu 
of fractional shares of BAM Class A Stock pursuant to Section 3.02(e); and (B) 
BAM and Parent shall deposit or cause to be deposited with the Exchange Agent 
evidence of BAM Class A Stock in book-entry form in the name of the Exchange 
Agent (or its designee) representing an aggregate number of shares of BAM Class 
A Stock sufficient to deliver the aggregate Stock Consideration (such cash and 
shares of BAM Class A Stock being hereinafter referred to as the “Exchange 
Fund”). Parent agrees to deposit, or cause to be deposited, with the Exchange 
Agent from time to time, as needed, cash in U.S. dollars sufficient to pay any 
dividends and other distributions pursuant to Section 3.02(h).   

(iii) The Exchange Fund shall be held in trust by the Exchange Agent 
for the benefit of the holders of Common Stock that are entitled to receive the 
Merger Consideration.  Pending its disbursement in accordance with this Section 
3.02, the cash portion of the Exchange Fund shall be invested by the Exchange 
Agent as directed by Parent in (i) short-term direct obligations of the United 
States of America, (ii) short-term obligations for which the full faith and credit of 
the United States of America is pledged to provide for the payment of principal 
and interest, (iii) short-term commercial paper rated the highest quality by either 
Moody’s Investors Service, Inc. or Standard and Poor’s Ratings Services or 
(iv) certificates of deposit, bank repurchase agreements or banker’s acceptances 
of commercial banks with capital exceeding $10,000,000,000 (based on the most 
recent financial statements of such bank that are then publicly available).  Parent 
shall or shall cause the Surviving Company to promptly replace or restore the 
cash in the Exchange Fund so as to ensure that the Exchange Fund is at all times 
maintained at a level sufficient for the Exchange Agent to promptly make all 
payments to former holders of Common Stock of the Merger Consideration.  No 
investment losses resulting from investment of the funds deposited with the 
Exchange Agent shall diminish the rights of any former holder of Common Stock 
to receive the Merger Consideration.  The Exchange Fund shall not be used for 
any purpose other than the payment to holders of Common Stock of the Merger 
Consideration. 

(b) Letter of Transmittal; Exchange of Common Stock.  As soon as 
practicable after the Effective Time (but in no event later than three business days after 
the Effective Time), the Surviving Company or Parent shall cause the Exchange Agent to 
mail to each holder of record of a Certificate that immediately prior to the Effective Time 
evidenced any Common Stock to be canceled pursuant to Section 3.01(d)(i) (“Company 
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Stock Certificates”) a form of letter of transmittal (which (i) shall specify that delivery of 
a Company Stock Certificate shall be effected, and risk of loss and title to such Company 
Stock Certificate shall pass, only upon delivery of such Company Stock Certificate to the 
Exchange Agent and (ii) shall be in such form and have such other customary provisions 
as the Surviving Company may specify, subject to the Company’s reasonable approval 
(to be obtained prior to the Effective Time)), together with instructions thereto, setting 
forth, inter alia, the procedures by which holders of Company Stock Certificates may 
receive the Merger Consideration pursuant to this Article III.  Upon the completion of 
such applicable procedures by a holder and the surrender of such holder’s Company 
Stock Certificates (or affidavit of loss in lieu thereof in accordance with Section 3.02(c)) 
for cancellation to the Exchange Agent, and without any action by any holder of record of 
Book-Entry Shares that immediately prior to the Effective Time represented any 
Common Stock (“Company Book-Entry Shares”), the Exchange Agent shall deliver to 
such holder (other than any holder of Common Stock representing Dissenting Shares), 
(A) in the case of Company Book-Entry Shares, a notice of the effectiveness of the 
Merger, (B) the number of shares of BAM Class A Stock representing, in the aggregate, 
the whole number of shares of BAM Class A Stock, if any, that such holder has the right 
to receive as Stock Consideration and (C) an amount of cash that such holder has the 
right to receive as Cash Consideration and cash in lieu of fractional shares of BAM Class 
A Stock, if any, in each case, with respect to the shares of Common Stock represented by 
such Company Stock Certificate or Company Book-Entry Shares immediately prior to 
the Effective Time, and such Company Stock Certificates or Company Book-Entry 
Shares shall forthwith be canceled.  If payment of the Merger Consideration is to be made 
to a Person other than the Person in whose name a Company Stock Certificate 
surrendered is registered, it shall be a condition of payment that (x) the Company Stock 
Certificate so surrendered shall be properly endorsed or shall otherwise be in proper form 
for transfer and (y) the Person requesting such payment shall have established to the 
reasonable satisfaction of the Surviving Company that any transfer and other Taxes 
required by reason of the payment of the Merger Consideration to a Person other than the 
registered holder either has been paid or is not applicable. Notwithstanding the foregoing, 
with respect to any shares of Common Stock held through DTC, Parent and the Company 
shall cooperate to establish procedures with the Exchange Agent and DTC to ensure that 
the Exchange Agent will transmit to DTC or its nominees as soon as reasonably 
practicable on or after the Closing Date, upon surrender of Common Stock held of record 
by DTC or its nominees in accordance with DTC’s customary surrender procedures, the 
Merger Consideration, and cash in lieu of fractional shares of BAM Class A Stock, if 
any, in each case, that such holder has the right to receive pursuant to this Article III.  
Until satisfaction of the applicable procedures contemplated by this Section 3.02 and 
subject to Section 3.05, each Company Stock Certificate or Company Book-Entry Share 
shall be deemed at any time after the Effective Time to represent only the right to receive 
the Merger Consideration formerly represented by such Company Stock Certificate or 
Company Book-Entry Share as contemplated by this Article III.  No interest shall be paid 
or shall accrue on the cash payable with respect to any Common Stock pursuant to this 
Article III. 

(c) Lost, Stolen or Destroyed Company Stock Certificates.  If any 
Company Stock Certificate shall have been lost, stolen or destroyed, upon the making of 
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an affidavit of that fact by the Person claiming such Company Stock Certificate to be lost, 
stolen or destroyed and, if required by the Surviving Company, the posting by such 
Person of a bond, in such reasonable amount as Parent may direct, as indemnity against 
any claim that may be made against it with respect to such Company Stock Certificate, 
the Surviving Company shall cause the Exchange Agent to pay, in exchange for such lost, 
stolen or destroyed Company Stock Certificate, the applicable Merger Consideration as 
contemplated by this Article III. 

(d) Termination of Exchange Fund.  At any time following the first 
anniversary of the Closing Date, the Surviving Company shall be entitled to require the 
Exchange Agent to deliver to it any portion of the Exchange Fund (including any interest 
received with respect to the Exchange Fund and any shares of BAM Class A Stock) that 
had been delivered to the Exchange Agent and which has not been disbursed to former 
holders of Common Stock, and thereafter such former holders shall be entitled to look 
only to Parent, BAM and the Surviving Company for, and Parent, BAM and the 
Surviving Company shall remain liable for, payment of their claims of the Merger 
Consideration that such former holders have the right to receive pursuant to the 
provisions of this Article III.  Any amounts remaining unclaimed by such holders at such 
time at which such amounts would otherwise escheat to or become property of any 
Governmental Authority shall become, to the extent permitted by applicable Law, the 
property of Parent or its designee, free and clear of all claims or interest of any Person 
previously entitled thereto. 

(e) No Fractional Shares. No certificates, receipts or scrip representing 
fractional interests in BAM Class A Stock will be issued upon the surrender or transfer 
for exchange of Company Stock Certificates or Company Book-Entry Shares, no 
dividend or distribution of BAM will relate to such fractional BAM Class A Stock 
interests, and such fractional BAM Class A Stock interests will not entitle the owner 
thereof to vote or to any rights of a holder of BAM Class A Stock. Parent shall pay to the 
Exchange Agent an amount in cash to be deposited promptly following the Effective 
Time, sufficient for the Exchange Agent to pay each holder of Company Stock 
Certificates or Company Book-Entry Shares an amount in cash (rounded to the nearest 
cent) equal to the product of (1) the fraction of a share of BAM Class A Stock (rounded 
to the nearest thousandth when expressed in decimal form) to which such holder (after 
aggregating all fractional BAM Class A Stock interests to be received by such holder) 
would otherwise have been entitled to receive, multiplied by (2) an amount equal to the 
BAM Class A Stock Price. 

(f) No Liability.  Notwithstanding any provision of this Agreement to 
the contrary, none of the Company, BAM, the Parent Entities, the Surviving Company or 
the Exchange Agent shall be liable to any Person for Merger Consideration lawfully 
delivered to a public official pursuant to any applicable state, federal or other abandoned 
property, escheat or similar applicable Law. 

(g) Transfer Books; No Further Ownership Rights in Common Stock.  
The Merger Consideration paid in respect of each share of Common Stock in accordance 
with the terms of this Article III shall be deemed to have been paid in full satisfaction of 
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all rights pertaining to such Common Stock previously represented by such Certificates 
or Book-Entry Shares, subject, however, to Section 3.05.  At the Effective Time, the 
share transfer books of the Company shall be closed and thereafter there shall be no 
further registration of transfers on the share transfer books of the Surviving Company of 
any shares of Common Stock that were issued and outstanding immediately prior to the 
Effective Time.  From and after the Effective Time, the holders of Common Stock 
formerly represented by Certificates or Book-Entry Shares immediately prior to the 
Effective Time shall cease to have any rights with respect to such underlying Common 
Stock, except as otherwise provided for herein or by applicable Law.  Subject to the last 
sentence of Section 3.02(d), if, at any time after the Effective Time, Certificates or Book-
Entry Shares are presented to the Surviving Company for any reason, they shall be 
canceled and exchanged as provided in this Article III. 

(h) Distributions with Respect to Un-surrendered Shares. All shares of 
BAM Class A Stock to be delivered as Stock Consideration to a holder of Common Stock 
pursuant to this Agreement shall be deemed delivered as of the Effective Time and 
whenever a dividend or other distribution is declared by BAM in respect of the BAM 
Class A Stock, the record date for which is at or after the Effective Time, that declaration 
shall include dividends or other distributions in respect of all shares of BAM Class A 
Stock to be delivered as Stock Consideration pursuant to this Agreement. No dividends or 
other distributions in respect of shares of BAM Class A Stock delivered as Stock 
Consideration pursuant to this Agreement shall be paid to any holder of any un-
surrendered Company Stock Certificate until the Company Stock Certificate (or affidavit 
of loss in lieu of such Company Stock Certificate as provided in Section 3.02(c)) is 
surrendered for exchange in accordance with this Article III. Subject to applicable Law, 
following such surrender, there shall be issued or paid to the holder of record of the 
whole shares of BAM Class A Stock delivered as Stock Consideration in exchange for 
the Company Stock Certificates (and any Company Book-Entry Shares held by such 
holder) in accordance with this Article III, without interest, (i) at the time of such 
surrender, the dividends or other distributions with a record date after the Effective Time 
theretofore payable with respect to such whole shares of BAM Class A Stock and not 
paid and (ii) at the appropriate payment date, the dividends or other distributions payable 
with respect to such whole shares of BAM Class A Stock with a record date after the 
Effective Time and prior to surrender, but with a payment date subsequent to surrender. 
Such holder of Company Book-Entry Shares shall be entitled to vote after the Effective 
Time at any meeting of holders of BAM Class A Stock with a record date at or after the 
Effective Time the number of whole shares of BAM Class A Stock into which the shares 
represented by such Company Book-Entry Shares have been exchanged pursuant to this 
Agreement, regardless of whether such holder has exchanged its Company Stock 
Certificates. 

(i) Withholding Taxes.  Parent, Merger Sub, the Surviving Company 
and the Exchange Agent (without duplication) shall be entitled to deduct and withhold 
from the amounts otherwise payable pursuant to this Agreement (including in respect of 
Company Awards) such amounts as are required to be deducted and withheld with 
respect to the making of such payment under the Code, or any provision of other 
applicable Tax Law.  To the extent amounts are so withheld and paid over to the 
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appropriate Governmental Authority in accordance with applicable Law, the withheld 
amounts shall be treated for all purposes of this Agreement as having been paid to the 
Person in respect of which such deduction and withholding was made.  The parties 
hereby agree to use commercially reasonable efforts to provide written notice to the party 
entitled to the relevant payment of any anticipated withholding or deduction prior to 
making any deduction or withholding from amounts payable pursuant to this Agreement, 
and further agree to take commercially reasonable efforts to cooperate to eliminate or 
reduce any such deduction or withholding. 

SECTION 3.03. Company Awards.  Prior to the Effective Time, the 
Company Board (or, if appropriate, any duly authorized committee thereof administering 
the Company Stock Plans) shall adopt such resolutions and take such other actions as 
may be required to provide for the following: 

(a) Company Options.  Each Company Option (whether vested or 
unvested) outstanding immediately prior to the Effective Time shall, as of the Effective 
Time, automatically and without any required action by the holder thereof, be canceled 
and the holder thereof shall then become entitled to receive, in full satisfaction of the 
rights of such holder with respect thereto, a cash payment, without interest, equal to the 
product, rounded to the nearest cent, of (i) the number of shares of Common Stock 
subject to such Company Option immediately prior to the Effective Time and (ii) the 
excess, if any, of the Merger Consideration (valuing the Stock Consideration for purpose 
of this Section 3.03(a) at the BAM Class A Fixed Stock Price) over the exercise price per 
share of such Company Option; provided that any Company Option with an exercise 
price per share that is equal to or greater than the Merger Consideration (valuing the 
Stock Consideration for purpose of this Section 3.03(a) at the BAM Class A Fixed Stock 
Price) shall be automatically canceled as of Closing for no consideration. 

(b) Company RSUs.  Each Company RSU (other than a Rollover 
Company RSU) outstanding immediately prior to the Effective Time shall, as of the 
Effective Time, automatically and without any required action by the holder thereof, vest 
and be canceled and the holder thereof shall then become entitled to receive, in full 
satisfaction of the rights of such holder with respect thereto, a cash payment, without 
interest, equal to the product, rounded to the nearest cent, of (i) the number of shares of 
Common Stock subject to such Company RSU immediately prior to the Effective Time 
and (ii) the Merger Consideration (valuing the Stock Consideration for purpose of this 
Section 3.03(b) at the BAM Class A Fixed Stock Price).   

(c) Company PSUs.  Each Company PSU outstanding immediately 
prior to the Effective Time shall, as of the Effective Time, automatically and without any 
required action by the holder thereof, vest and be canceled and the holder thereof shall 
then become entitled to receive, in full satisfaction of the rights of such holder with 
respect thereto, a cash payment, without interest, equal to the product, rounded to the 
nearest cent, of (i) the number of shares of Common Stock subject to such Company PSU 
immediately prior to the Effective Time (assuming for (A) Company PSUs other than 
VWAP PSUs, a performance level determined based on the greater of target and actual 
performance as reasonably determined by the Compensation and Talent Management 
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Committee of the Company Board immediately prior to the Effective Time and (B) for 
VWAP PSUs, attainment of applicable performance goals based on the Merger 
Consideration (valuing the Stock Consideration for purpose of this Section 3.03(c) at the 
BAM Class A Fixed Stock Price)) and (ii) the Merger Consideration (valuing the Stock 
Consideration for purpose of this Section 3.03(c) at the BAM Class A Fixed Stock 
Price).  

(d) Company Restricted Stock.  Each award of Company Restricted 
Stock outstanding immediately prior to the Effective Time shall, at the Effective Time, 
automatically and without any required action on the part of the holder thereof, have any 
restrictions thereon lapse and the holder thereof shall then become entitled to receive, in 
full satisfaction of the rights of such holder with respect thereto, a cash payment, without 
interest, equal to the product, rounded to the nearest cent, of (i) the number of shares of 
Company Restricted Stock held by such holder immediately prior to the Effective Time 
and (ii) the Merger Consideration (valuing the Stock Consideration for purpose of this 
Section 3.03(d) at the BAM Class A Fixed Stock Price). 

(e) Rollover Company RSUs.  Any Company RSU that is a Rollover 
Company RSU outstanding immediately prior to the Effective Time shall, at the Effective 
Time, automatically and without any required action by the holder thereof, cease to 
represent an award denominated in Common Stock and shall be converted into an award 
of cash-settled restricted stock units denominated in shares of BAM Class A Stock(an 
“Exchanged RSU”), with the number of shares subject to each such Exchanged RSU 
equal to the product (rounded to the nearest whole number) of (i) the number of shares of 
Common Stock subject to such Rollover Company RSU immediately prior to the 
Effective Time and (ii) the Company Award Conversion Ratio.  Except as specifically 
provided above, following the Effective Time, each Exchanged RSU shall continue to be 
governed by the same material terms and conditions (including vesting schedule and 
termination protections established for the applicable Company RSU) as were applicable 
to the Rollover Company RSU immediately prior to the Effective Time. 

SECTION 3.04. Payments with Respect to Company Awards.  
Notwithstanding anything in this Agreement to the contrary, all amounts payable 
pursuant to this Article III in respect of each Company Award (other than the Rollover 
Company RSUs) shall be paid as promptly as reasonably practicable after the Effective 
Time, but in no event later than the second regularly scheduled payroll date following the 
Effective Time, by the Surviving Company or any of its Subsidiaries through their 
payroll systems, less applicable Tax withholdings (or, in the case of non-employee 
directors, such other method as the Company typically utilizes for payments to such 
Persons), to the holders of the Company Awards; provided that, with respect to any 
Company Awards that constitute nonqualified deferred compensation subject to Section 
409A of the Code and that are not permitted to be paid at the Effective Time without 
triggering a Tax or penalty under Section 409A of the Code, such payment shall be made 
at the earliest time permitted under the applicable Company Stock Plan and award 
agreement that will not trigger a Tax or penalty under Section 409A of the Code. 

SECTION 3.05. Shares of Dissenting Holders. 
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(a) Notwithstanding any provision of this Agreement to the contrary, 
Dissenting Shares shall not be converted into, or represent the right to receive, the Merger 
Consideration.  As of the Effective Time, each Dissenting Share shall no longer be issued 
and outstanding and shall automatically be canceled and shall cease to exist, and each 
holder of a Dissenting Share immediately prior to the Effective Time shall be entitled to 
receive payment of the appraised value of such shares of Common Stock held by them in 
accordance with the applicable provisions of the IBCA, except that all Dissenting Shares 
held by shareholders who shall have failed to perfect or who effectively shall have 
withdrawn or lost their rights to appraisal of such shares of Common Stock under the 
IBCA shall thereupon be deemed to have been converted into, and to have become 
exchangeable for, as of the Effective Time, the right to receive the Merger Consideration, 
without any interest thereon, upon completion of applicable procedures and surrender of 
the Company Stock Certificates in accordance with Section 3.02(b) or, in the case of 
holders of Company Book-Entry Shares, without any action by such holder in accordance 
with Section 3.02(b), and in each case, shall cease to be Dissenting Shares hereunder. 

(b) The Company shall give Parent (i) prompt notice of any demands 
for appraisal received by the Company, withdrawals of such demands, and any other 
related instruments received by the Company; and (ii) the opportunity to direct all 
negotiations and proceedings with respect to demands for appraisal under the IBCA. The 
Company shall not, except with the prior written consent of Parent, make any payment 
with respect to any demands for appraisal or offer to settle or settle any such demands.  

ARTICLE IV 
 

REPRESENTATIONS AND WARRANTIES OF THE COMPANY 

The Company represents and warrants to Parent and Merger Sub that, 
except as (A) set forth in the corresponding section of the disclosure letter delivered by 
the Company to Parent and Merger Sub on the date of this Agreement (the “Company 
Disclosure Letter”) (it being agreed that disclosure set forth in one section or sub-section 
of the Company Disclosure Letter shall be deemed disclosure with respect to, and shall 
be deemed to apply to and qualify, the section or sub-section of this Article IV to which it 
corresponds in number and each other section or sub-section of this Article IV to the 
extent the qualifying nature of such disclosure with respect to such other section or sub-
section is reasonably apparent on the face of such disclosure) or (B) disclosed in any 
report, schedule, form, statement or other document (including exhibits) filed with, or 
furnished to, the SEC by the Company and publicly available at least three business days 
prior to the date of this Agreement (the “Filed SEC Documents”), other than any 
disclosure contained in such Filed SEC Documents under the heading “Risk Factor” or 
“Forward-Looking Statements” or sections of such reports, or that otherwise constitute 
risk factors or forward-looking statements: 

SECTION 4.01. Organization; Standing. 

(a) The Company is an Iowa corporation duly incorporated and 
organized and validly existing under the IBCA.  The Company has all requisite power 
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and authority necessary to carry on its business as it is now being conducted, and to own, 
lease and operate its assets, rights and properties in all material respects.  The Company 
is duly licensed or qualified to do business and is in good standing (where such concept is 
recognized under applicable Law) in each jurisdiction in which the nature of the business 
conducted by it or the character or location of the properties and assets owned or leased 
by it makes such licensing or qualification necessary, except where the failure to be so 
licensed, qualified or in good standing would not reasonably be expected to have a 
Company Material Adverse Effect or prevent, materially delay or materially impair the 
consummation by the Company of the Transactions. 

(b) A true, complete and correct copy of each of the Company 
Organizational Documents is included in the Filed SEC Documents.  The Company is not 
in material violation of any provision of the Company Organizational Documents, and no 
Subsidiary of the Company is in material violation of its certificates or articles of 
incorporation, memorandum of association, bylaws, bye-laws or other comparable charter 
or organizational documents except as would not be material to the Company and its 
Subsidiaries, taken as a whole.  The Company has made available to Parent true, 
complete and correct copies of the organizational documents of each of the Company’s 
Subsidiaries set forth in Section 4.01(b) of the Company Disclosure Letter, in each case 
as amended and in effect as of the date hereof.  

(c) Each of the Company’s Subsidiaries is duly incorporated or 
organized, validly existing and in good standing (where such concept is recognized under 
applicable Law) under the Laws of the jurisdiction of its incorporation or organization, 
except where the failure to be so incorporated or organized, existing and in good standing 
would not reasonably be expected to have a Company Material Adverse Effect, taken as a 
whole. 

SECTION 4.02. Capitalization. 

(a) The authorized share capital of the Company consists of 
200,000,000 shares of Common Stock and 2,000,000 shares of Preferred Stock.  At the 
close of business on June 30, 2023 (the “Capitalization Date”), (i) 77,885,597 shares of 
Common Stock (including 959,314 shares of Common Stock held by the Company 
ESOP, of which 959,314 shares are allocated and no shares are unallocated) were issued 
and outstanding, (ii) 2,895,500 shares of Common Stock under the Company Stock Plans 
of which (A) 196,394 are shares of Company Restricted Stock, (B) 447,308 shares are 
subject to outstanding Company RSUs, (C) 628,841 and 1,691,015 shares of Common 
Stock are subject to outstanding Company PSUs (assuming achievement of any 
applicable performance criteria at the target and maximum levels, respectively), and (D) 
1,622,957 shares are subject to unexercised Company Options (whether vested or 
unvested, including 1,405,820 shares subject to vested and unexercised Company 
Options), (iii) 3,056,407 shares of Common Stock are reserved and available for issuance 
under the Company Stock Plans, (iv) 16,000 shares of 5.95% Fixed-Rate Reset Non-
Cumulative Preferred Stock, Series A, of the Company (the “Series A Preferred Stock”) 
were issued and outstanding, (v) 12,000 shares of 6.625% Fixed-Rate Reset Non-
Cumulative Preferred Stock, Series B, of the Company (the “Series B Preferred Stock”, 
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and together with the Series A Preferred Stock, the “Preferred Stock”) were issued and 
outstanding and (vi) 31,693,317 shares of Common Stock were held by the Company as 
treasury stock or held by its Subsidiaries.  Since the Capitalization Date through the date 
of this Agreement, other than in connection with the vesting, settlement or exercise of 
Company Awards or pursuant to allocation under the Company ESOP, neither the 
Company nor any of its Subsidiaries has issued any Company Securities. 

(b) Except as described in this Section 4.02, as of the Capitalization 
Date, there were (i) no outstanding shares of Common Stock, Preferred Stock or other 
equity or voting interests in the Company (including bonds, debentures, notes or other 
Indebtedness of the Company having the right to vote), (ii) no outstanding securities of 
the Company convertible into or exchangeable for Common Stock or other equity or 
voting interests in the Company, (iii) except pursuant to any Company Awards, any 
Company Stock Plan or the Company ESOP, no outstanding options, warrants, rights or 
other commitments or agreements to acquire from the Company, or that obligate the 
Company to issue, any Common Stock, Preferred Stock or other equity or voting interests 
in, or any securities convertible into or exchangeable for Common Stock, Preferred Stock 
or other equity or voting interests in the Company (collectively, “Company Rights,” and 
the items in clauses (i), (ii) and (iii) being referred to collectively as “Company 
Securities”) and (iv) no other obligations by the Company or any of its Subsidiaries to 
make any payments based on the price or value of any Company Securities or dividends 
paid thereon.  Other than in connection with the Company Awards or pursuant to a 
Company Stock Plan, there are no outstanding agreements of any kind that obligate the 
Company or any of its Subsidiaries to repurchase, redeem or otherwise acquire any 
Company Securities or that grant from the Company or any of its Subsidiaries any 
preemptive rights, anti-dilutive rights, rights of first refusal or similar rights with respect 
to any Company Securities.  Except as described in this Section 4.02, no direct or indirect 
Subsidiary of the Company owns any Common Stock or Preferred Stock.  None of the 
Company or any Subsidiary of the Company is a party to any shareholders’ agreement, 
voting trust agreement, registration rights agreement or other similar agreement or 
understanding relating to any Company Securities or any other agreement relating to the 
disposition or voting with respect to any Company Securities.  All issued and outstanding 
Common Stock and Preferred Stock have been duly authorized and validly issued and are 
fully paid, nonassessable and free of preemptive rights.  As of the date of this Agreement, 
there are no accrued and unpaid dividends with respect to the Common Stock or the 
Preferred Stock. 

(c) The Common Stock and the Depositary Shares constitute the only 
issued classes of shares or other securities of the Company or its Subsidiaries registered 
under the Exchange Act. 

(d) All of the issued and outstanding share capital or shares of capital 
stock of, or other equity or voting interests in, each Subsidiary of the Company (except 
for directors’ qualifying shares or the like) are owned, directly or indirectly, beneficially 
and of record, by the Company free and clear of all Liens, except for Permitted Liens.  
Each issued and outstanding share capital or share of capital stock of each Subsidiary of 
the Company that is held, directly or indirectly, by the Company, is duly authorized, 
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validly issued, fully paid, nonassessable and free of preemptive rights, and there are no 
subscriptions, options, warrants, rights, calls, contracts or other commitments that 
obligate the Company or any Subsidiary of the Company to issue any share capital or 
shares of capital stock or other equity or voting interests of any Subsidiary of the 
Company, including any right of conversion or exchange under any outstanding security, 
instrument or agreement, any agreements granting any preemptive rights, subscription 
rights, anti-dilutive rights, rights of first refusal or similar rights with respect to any 
securities of any Subsidiary of the Company.  None of the Subsidiaries of the Company 
has any outstanding equity compensation plans relating to the share capital or capital 
stock of, or other equity or voting interests in, any Subsidiary of the Company. 

(e) The Company has made available to Parent accurate and complete 
copies of all Company Stock Plans, any other Contracts pursuant to which any Company 
Awards are outstanding as of the date of this Agreement and the forms of all Company 
Award agreements (and any individual award agreements whose terms materially deviate 
from such forms) evidencing such Company Awards as of the date of this Agreement.  
The exercise price of each Company Option is no less than the fair market value of a 
share of Common Stock as determined on the date of grant of such Company Option.  All 
grants of Company Awards were recorded on the Company’s financial statements 
(including any related notes thereto) contained in all reports filed with the SEC in 
accordance with GAAP.  All Company Awards have been issued and granted in 
compliance in all material respects with the terms of the applicable Company Stock Plan 
and all applicable Laws. 

SECTION 4.03. Authority; Noncontravention; Voting Requirements. 

(a) The Company has all necessary corporate power and authority to 
execute and deliver this Agreement, to perform its obligations hereunder and, subject to 
obtaining the Required Shareholder Approval, to consummate the Transactions.  The 
execution, delivery and performance by the Company of this Agreement, and the 
consummation by the Company of the Transactions, have been duly and unanimously 
authorized and approved by the Company Board, and, except for obtaining the Required 
Shareholder Approval, no other corporate action (including any shareholder vote or other 
action) on the part of the Company is necessary to authorize the execution, delivery and 
performance by the Company of this Agreement and the consummation by the Company 
of the Transactions.  This Agreement has been duly executed and delivered by the 
Company and, assuming due authorization, execution and delivery hereof by each other 
party, constitutes a legal, valid and binding obligation of the Company, enforceable 
against the Company in accordance with its terms, except that such enforceability (i) may 
be limited by bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium, 
rehabilitation, conservatorship, liquidation, receivership and other similar Laws of 
general application affecting or relating to the enforcement of creditors’ rights generally 
and (ii) is subject to general principles of equity, whether considered in a proceeding at 
law or in equity (together, the “Bankruptcy and Equity Exception”). 

(b) The Company Board has unanimously (i) determined that this 
Agreement and the Transactions, including the Merger, are advisable, fair to and in the 
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best interests of the Company and its shareholders (other than the Parent Group 
Shareholders and any other Parent Affiliated Shareholders), including in consideration of 
community interest factors, (ii) approved and adopted this Agreement and the 
Transactions, including the Merger, (iii) directed that this Agreement and the 
Transactions, including the Merger, be submitted to the shareholders of the Company for 
their approval and (iv) resolved, subject to Section 7.03, to recommend approval of the 
Merger and this Agreement to the Company’s shareholders (such recommendation, the 
“Company Board Recommendation”), and, as of the date of this Agreement, such 
resolutions have not been subsequently rescinded, modified or withdrawn in any way. 

(c) Neither the execution and delivery of this Agreement by the 
Company, nor the consummation by the Company of the Transactions, nor performance 
of or compliance by the Company with any of the terms or provisions hereof, will 
(i) conflict with or violate any provision of (A) the Company Organizational Documents 
or (B) the certificates or articles of incorporation, memorandums of association, bylaws, 
bye-laws or other comparable charter or organizational documents of any of the 
Company’s Subsidiaries or (ii) assuming (A) compliance with the matters set forth in 
Section 5.02(c) (other than Section 5.02(c)(ii)(A)) (and assuming the accuracy of the 
representations and warranties made in such Section 5.02(c)), (B) that the actions 
described in Section 4.03(a) have been completed, (C) that the Consents referred to in 
Section 4.04 and the Required Shareholder Approval are obtained and (D) that the filings 
referred to in Section 4.04 are made and any waiting periods thereunder have terminated 
or expired, in the case of each of the foregoing clauses (A) through (D), prior to the 
Effective Time, (x) violate in any material respect any Law applicable to the Company or 
any of its Subsidiaries, (y) require any consent or notice, or conflict with, violate or 
constitute a default under any of the terms, conditions or provisions of any Material 
Contract, or any Reinsurance Agreement or IMA or give rise to any right of purchase, 
termination, amendment, acceleration or cancellation under, result in the loss of any 
benefit to the Company or, if applicable, its Subsidiaries under, or result in the triggering 
of any payments by the Company or, if applicable, its Subsidiaries pursuant to, any such 
Material Contract, or Reinsurance Agreement or IMA or (z) result in the creation of any 
Lien on any properties or assets of the Company or any of its Subsidiaries, except, in the 
case of clauses (ii)(y) and (ii)(z), as would not reasonably be expected to have a 
Company Material Adverse Effect or prevent, materially delay or materially impair the 
consummation by the Company of the Transactions. 

(d) A majority of the votes cast (in person or by proxy) in favor of the 
approval of this Agreement and the Merger by the holders of the Common Stock present 
and voting together as a single class at the Company Shareholders Meeting (the 
“Required Shareholder Approval”), is the only vote of, or approval by, the holders of any 
class or series of share capital of the Company or any of its Subsidiaries that is necessary 
to approve this Agreement and the Merger; provided that a quorum is established at the 
Company Shareholders Meeting by attendance (in person or by proxy) of the holders of a 
majority of the Common Stock issued and outstanding. 

SECTION 4.04. Governmental Approvals.  Except for (a) compliance 
with the applicable requirements of the Securities Exchange Act of 1934 and the rules 
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and regulations promulgated thereunder (collectively, the “Exchange Act”), including the 
filing with the Securities and Exchange Commission (the “SEC”) of a proxy statement on 
Schedule 14A relating to the Company Shareholders Meeting (as amended or 
supplemented from time to time, the “Proxy Statement/Prospectus”), (b) compliance with 
the rules and regulations of the NYSE, (c) the filing of the Articles of Merger as required 
by the IBCA, (d) filings required under, and compliance with other applicable 
requirements of, the HSR Act, and such other Consents, filings, declarations or 
registrations as are required to be made or obtained under any other Antitrust Laws set 
forth in Section 4.04(d) of the Company Disclosure Letter, (e) the filing with the 
Financial Industry Regulatory Authority (“FINRA”) of an application by the Broker-
Dealer Subsidiary under FINRA Rule 1017 (the “Rule 1017 Application”) and the receipt 
of FINRA’s approval of such application, (f) compliance with any applicable state 
securities or blue sky laws, (g) approvals, filings and notices under all applicable 
Insurance Laws as set forth in Section 4.04(g) of the Company Disclosure Letter (the 
“Company Insurance Approvals”), (h) the Parent Insurance Approvals (assuming the 
accuracy of the representations and warranties made in Section 5.03 and the 
completeness of Section 5.03 of the Parent Disclosure Letter) and (i) such other 
Consents, filings, declarations or registrations that, if not obtained, made or given, would 
not reasonably be expected to have a Company Material Adverse Effect or prevent, 
materially delay or impair the consummation by the Company of the Transactions on a 
timely basis, no Consent of, or filing, declaration or registration with, any Governmental 
Authority is necessary for the execution and delivery of this Agreement by the Company, 
the performance by the Company of its obligations hereunder and the consummation by 
the Company of the Transactions. 

SECTION 4.05. Company SEC Documents; Undisclosed Liabilities. 

(a) The Company has filed with or furnished to (as applicable) the 
SEC all reports, schedules, forms, statements, registration statements, prospectuses, 
proxy statements and other documents required to be filed or furnished by the Company 
with the SEC on a timely basis pursuant to the Securities Act or the Exchange Act since 
January 1, 2021 (collectively with any other reports, schedules, forms, certifications, 
statements, registration statements, prospectuses, proxy statements and other documents, 
including the exhibits and other information incorporated therein, filed or furnished by 
the Company with the SEC after the date hereof, the “Company SEC Documents”) in all 
material respects.  As of their respective effective dates (in the case of Company SEC 
Documents that are registration statements filed pursuant to the requirements of the 
Securities Act) or their respective SEC filing dates (in the case of all other Company SEC 
Documents), or, if supplemented, modified or amended since the time of filing, as of the 
date of the most recent supplement, modification or amendment, the Company SEC 
Documents complied in all material respects with the requirements of the Securities Act, 
the Exchange Act, the Sarbanes-Oxley Act and the applicable rules and regulations of the 
SEC promulgated thereunder, applicable to such Company SEC Documents, and none of 
the Company SEC Documents contained any untrue statement of a material fact or 
omitted to state a material fact necessary in order to make the statements therein, in light 
of the circumstances under which they were made, not misleading.  As of the date of this 
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Agreement, there are no outstanding or unresolved comments from the SEC staff with 
respect to any Company SEC Document. 

(b) Each of the consolidated financial statements of the Company 
(including all related notes or schedules) included or incorporated by reference in the 
Company SEC Documents complied as to form, as of the dates and for the periods 
referred to therein and as of their respective dates of filing with the SEC, in all material 
respects with the applicable accounting requirements and published rules and regulations 
of the SEC, the Securities Act and the Exchange Act with respect thereto, have been 
prepared in all material respects in accordance with GAAP as in effect on the date of such 
statement (except, in the case of unaudited quarterly statements, for normal and recurring 
year-end adjustments) applied on a consistent basis during the periods involved (except 
(i) as may be indicated in the notes thereto or (ii) as permitted by Regulation S-X) and 
fairly present in all material respects the consolidated financial position of the Company 
and its consolidated Subsidiaries as of the dates thereof and the consolidated results of 
their operations, changes in shareholders’ equity and cash flows for the periods shown 
(subject, in the case of unaudited quarterly financial statements, to normal year-end 
adjustments).  Since January 1, 2021, the Company has not made any material change in 
the accounting practices or policies applied in the preparation of its financial statements 
prepared in accordance with GAAP, except as required by GAAP, SEC rule or policy or 
applicable Law.  None of the Company or its Subsidiaries is a party to, or has any 
obligation or other commitment to become a party to, any “off balance sheet 
arrangement” (as defined in Item 303(a) of Regulation S-K promulgated by the SEC). 

(c) Neither the Company nor any of its Subsidiaries has any liabilities 
of any nature (whether accrued, absolute, contingent or otherwise) that would be required 
under GAAP, as in effect on the date of this Agreement, to be reflected on a consolidated 
balance sheet of the Company (including the notes thereto) except liabilities (i) reflected 
or reserved against in the balance sheet (or the notes thereto) of the Company and its 
Subsidiaries as of December 31, 2022, included in the Filed SEC Documents, 
(ii) incurred after December 31, 2022, in the ordinary course of business, (iii) as 
contemplated by this Agreement or otherwise incurred in connection with the 
Transactions, (iv) as relate to Taxes or (v) as would not reasonably be expected to be 
material to the Company and its Subsidiaries, taken as a whole. 

(d) The Company is, and since January 1, 2021, has been, in 
compliance in all material respects with the provisions of the Sarbanes-Oxley Act of 
2002 and the rules and regulations of the SEC promulgated thereunder (the “Sarbanes-
Oxley Act”) that are applicable to the Company. 

(e) None of the information supplied or to be supplied by or on behalf 
of the Company or its Subsidiaries for inclusion or incorporation by reference in the 
Proxy Statement/Prospectus shall, on the date it is first mailed to shareholders of the 
Company, at the time of any amendment thereof or supplement thereto and at the time of 
any meeting of the Company’s shareholders to be held in connection with the Merger, 
including the Company Shareholders Meeting, contain any untrue statement of a material 
fact or omit to state a material fact required to be stated therein or necessary in order to 
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make the statements therein, in light of the circumstances under which they are made, not 
misleading.  The Proxy Statement/Prospectus will comply as to form with the 
requirements of the Exchange Act, the Securities Act and any other applicable Law 
governing the preparation, distribution or dissemination of such documents.  
Notwithstanding the foregoing, the Company makes no representation or warranty with 
respect to statements made or incorporated by reference therein based on information 
supplied by or on behalf of Parent, Merger Sub or any Affiliates thereof for inclusion or 
incorporation by reference in the Proxy Statement/Prospectus. 

(f) No material weaknesses exist with respect to the internal control 
over financial reporting of the Company that would be required to be disclosed by the 
Company pursuant to Item 308(a)(3) of Regulation S-K promulgated by the SEC that 
have not been disclosed in the Company SEC Documents as filed with or furnished to the 
SEC prior to the date of this Agreement.  The Company maintains a system of internal 
controls over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) of the 
Exchange Act) that is designed to provide reasonable assurances (x) regarding the 
reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with GAAP, (y) that receipts and expenditures of the Company 
are being made only in accordance with authorizations of management and the directors 
of the Company and (z) regarding prevention or timely detection of the unauthorized 
acquisition, use or disposition of the Company’s and its Subsidiaries’ assets that could 
have a material effect on the Company’s financial statements.  The Company has 
established and maintains disclosure controls and procedures (as such term is defined in 
Rule 13a-15(e) and Rule 15d-15(e), as applicable, under the Exchange Act) as required 
by Rule 13a-15 under the Exchange Act, designed to ensure that information required to 
be disclosed by the Company in the reports that it files and submits under the Exchange 
Act is recorded, processed, summarized and reported within the time periods specified in 
the SEC’s rules and forms, including that information required to be disclosed by the 
Company in the reports that it files and submits under the Exchange Act is accumulated 
and communicated to management of the Company, as appropriate, to allow timely 
decisions regarding required disclosure and to make the certifications required pursuant 
to Sections 302 and 906 of the Sarbanes-Oxley Act.  Since January 1, 2021, neither the 
Company nor any of its Subsidiaries has received any written complaint, allegation, 
assertion or claim regarding the accounting or auditing practices, procedures, 
methodologies or methods of the Company or any of its Subsidiaries or their respective 
internal accounting controls or any allegation of fraud that involves management of the 
Company or any other employee of the Company or any of its Subsidiaries who has a 
significant role in the Company’s internal controls over financial reporting or disclosure 
controls and procedures.  The Company has disclosed, based on its most recent 
evaluation, to the Company’s outside auditors and the audit committee of the Company 
Board, (i) all significant deficiencies and material weaknesses in the design and operation 
of internal control over financial reporting which are reasonably likely to adversely affect 
in any material respect the Company’s ability to record, process, summarize and report 
financial data and (ii) any fraud, whether or not material, that involves management or 
other employees who have a significant role in the Company’s internal control over 
financial reporting. 
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(g) The Company is in compliance in all material respects with the 
applicable listing and corporate governance rules and regulations of the NYSE. 

(h) As of the date hereof, except as disclosed in the Company SEC 
Documents, within the last twelve (12) months, no event has occurred and no relationship 
exists that would be required to be reported by the Company pursuant to Item 404 of 
Regulation S-K. 

SECTION 4.06. Absence of Certain Changes.  From December 31, 2022 
through the date of this Agreement, except for the execution, delivery and performance of 
this Agreement and the discussions, negotiations and transactions related thereto 
(including the Transactions) and to alternative transactions to the Transactions and any 
COVID Measures, (a) the business of the Company and its Subsidiaries has been 
conducted in all material respects in the ordinary course of business and (b) there has not 
been any event or condition that has had, or would reasonably be expected to have, a 
Company Material Adverse Effect. 

SECTION 4.07. Legal Proceedings.  Except as would not reasonably be 
expected to, individually or in the aggregate, have a Company Material Adverse Effect or 
prevent, materially delay or materially impair the consummation by the Company of the 
Transactions, there is no (a) Action pending or, to the Knowledge of the Company, 
threatened in writing against the Company or any of its Subsidiaries or any of their 
respective officers, directors or employees (other than ordinary course claims made under 
or in connection with Contracts of insurance or reinsurance issued or assumed by the 
Company or any of its Subsidiaries) or (b) outstanding injunction, order, judgment, 
ruling, decree or writ imposed upon the Company or any of its Subsidiaries or, to the 
Knowledge of the Company, any director or officer of the Company or any of its 
Subsidiaries in connection with the officer’s or director’s relationship with the Company, 
in each case, by or before any Governmental Authority. 

SECTION 4.08. Compliance with Laws; Permits. 

(a) The Company and each of its Subsidiaries and their respective 
officers, directors, and personnel are, and since January 1, 2021, have been, in 
compliance with all federal, national, provincial, state, local or multinational laws, 
statutes, common laws, ordinances, codes, rules and regulations (collectively, “Laws”), 
judgments, decrees and orders of Governmental Authorities and Permits, in each case, 
applicable to the Company or any of its Subsidiaries, except as would not reasonably be 
expected to have a Company Material Adverse Effect or prevent, materially delay or 
materially impair the consummation by the Company of the Transactions.  The Company 
and each of its Subsidiaries hold, and since January 1, 2021, have held, all licenses, 
memberships, franchises, permits, certificates, approvals, authorizations and registrations 
from Governmental Authorities (collectively, “Permits”) necessary for the lawful conduct 
of their respective businesses and all such Permits are in full force and effect, except 
where the failure to hold the same or the failure of the same to be in full force and effect 
would not reasonably be expected to have a Company Material Adverse Effect or 
prevent, materially delay or materially impair the consummation by the Company of the 
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Transactions.  There are no Actions pending or, to the Knowledge of the Company, 
threatened, that seek the revocation, cancellation or adverse modification of any Permit. 

(b) Except as would not reasonably be expected to have a Company 
Material Adverse Effect or prevent, materially delay or materially impair the 
consummation by the Company of the Transactions, neither the Company nor any of its 
Subsidiaries is a party to any agreement or settlement with any Governmental Authority, 
under which it has any ongoing obligations or restrictions, with respect to any actual or 
alleged violation of any applicable Law. 

(c) The Company, each of its Subsidiaries, and to the Knowledge of 
the Company, each of their respective directors, officers, employees, agents, 
representatives or sales intermediaries (each in their capacities as such) and any other 
third party acting on behalf of the Company or any of its Subsidiaries, has, since 
January 1, 2021, complied with all applicable Specified Business Conduct Laws, except 
as would not reasonably be expected to have a Company Material Adverse Effect or 
prevent, materially delay or materially impair the consummation by the Company of the 
Transactions. 

(d) Except as would not reasonably be expected to have a Company 
Material Adverse Effect or prevent, materially delay or materially impair the 
consummation by the Company of the Transactions, since January 1, 2021, neither the 
Company nor any of its Subsidiaries, nor, to the Knowledge of the Company, any of their 
respective directors, officers or employees (each in their capacities as such) has been, 
subject to any actual, pending or threatened civil, criminal or administrative actions, suits, 
demands, claims, hearings, notices of violation, investigations, proceedings, demand 
letters, settlements or enforcement actions, or made any disclosures to any Governmental 
Authority, involving the Company or any of its Subsidiaries, in any way relating to any 
applicable Specified Business Conduct Laws. 

(e) Neither the Company nor any of its Subsidiaries, nor, to the 
Knowledge of the Company, any of their respective directors, officers, employees, 
agents, representatives or sales intermediaries (each in their capacities as such) or any 
other third party acting on behalf of the Company or any of its Subsidiaries, is a 
Sanctioned Person. 

(f) Except as would not reasonably be expected to have a Company 
Material Adverse Effect or prevent, materially delay or materially impair the 
consummation by the Company of the Transactions, since January 1, 2021, neither the 
Company nor any of its Subsidiaries, nor, to the Knowledge of the Company, any of their 
respective directors, officers, employees, agents, representatives, sales intermediaries or 
any other third party acting on their behalf, has engaged in any dealings, transactions, 
activity or conduct with, involving or for the benefit of, any Sanctioned Person in 
violation of any Specified Business Conduct Laws. 

(g) Neither the Broker-Dealer Subsidiary, nor any person associated 
with it, is subject to a “statutory disqualification” as that term is used for purposes of the 
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Securities Exchange Act.  The Broker-Dealer Subsidiary has in effect, and at all times 
required by legal or regulatory requirements has had in effect, such written supervisory 
policies and procedures as may be required by the SEC, FINRA and the Exchange Act, 
except where neither the failure to maintain any relevant components of such policies and 
procedures would not, either individually or in the aggregate, reasonably be expected to 
have a Company Material Adverse Effect or prevent, materially delay or materially 
impair the consummation by the Company of the Transactions. 

SECTION 4.09. Tax Matters. 

(a) Except as would not reasonably be expected to have, individually 
or in the aggregate, a Company Material Adverse Effect 

(i) The Company and each of its Subsidiaries has prepared (or caused 
to be prepared) and timely filed (or caused to be timely filed) (taking into account 
valid extensions of time within which to file) all income or other Tax Returns 
required to be filed by any of them with the appropriate Governmental Authority 
in all jurisdictions in which Tax Returns are required to be filed.  All such filed 
Tax Returns (taking into account all amendments thereto) are true, complete and 
accurate in all material respects, and all income or other material Taxes owed by 
the Company and each of its Subsidiaries that are due (whether or not shown as 
due on any Tax Return) have been timely paid or have been adequately reserved 
against in accordance with GAAP and Applicable SAP. 

(ii) No Taxes with respect to any of the Company and its Subsidiaries 
are under audit or examination by any Governmental Authority, and there are no 
audits, claims, assessments, levies, administrative or judicial proceedings pending 
or threatened in respect of any Taxes of any of the Company and its Subsidiaries. 

(iii) There are no Liens for Taxes on any of the assets of the Company 
or any of its Subsidiaries other than Permitted Liens. 

(iv) Neither the Company nor any of its Subsidiaries has (A) waived 
any statute of limitations in respect of any Taxes or agreed to any extension of 
time with respect to an assessment or deficiency for any Taxes, which waiver or 
agreement, as applicable, remains in effect (other than pursuant to extensions of 
time to file Tax Returns obtained in the ordinary course), (B) applied for a private 
letter ruling or similar ruling from any Governmental Authority relating to Taxes 
that has not been granted or has proposed to enter into an agreement with a 
Governmental Authority relating to Taxes that is pending or (C) entered into any 
“closing agreement” as described in Section 7121 of the Code (or any similar 
provision of state, local or foreign Tax Law), offer in compromise or similar 
agreement with a Governmental Authority relating to Taxes or has been issued 
any private letter rulings, technical advice memoranda or similar agreement or 
rulings by any Governmental Authority. 
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(v) Neither the Company nor any of its Subsidiaries is a party to a Tax 
allocation, sharing, indemnity or similar agreement or arrangement, other than (A) 
Contracts solely between the Company and its Subsidiaries and (B) agreements or 
arrangements entered into in the ordinary course of business that does not relate 
principally to Taxes, or has any liability for Taxes of another Person (other than 
the Company or any of its Subsidiaries) under U.S. Treasury Regulation Section 
1.1502-6 (or any similar provision of applicable Law), as a transferee or successor 
or by Contract (other than any Contract that does not relate principally to Taxes). 

(vi) Neither the Company nor any of its Subsidiaries will be required to 
include any item of income in, or exclude any item of deduction from, taxable 
income for any taxable period (or portion thereof) ending after the Closing Date, 
as a result of any (A) change in method of accounting for a taxable period ending 
on or prior to the Closing Date under Section 481 of the Code (or any 
corresponding provision of state, local or foreign income Tax law), 
(B) disposition accounted for under the installment sale method made on or prior 
to the Closing Date or (C) prepaid amount received on or prior to the Closing 
Date. Section 4.09(a)(vi) of the Company Disclosure Letter sets forth a schedule 
of amounts that the Company or any of its Subsidiaries will be required to include 
in income after the Closing Date under Section 13517(c)(3) of the Tax Cuts and 
Jobs Act of 2017, Pub. L. No. 115-97. 

(vii) All excise Tax Returns and excise Taxes under Section 4371 of the 
Code with respect to any reinsurance or retrocession agreement to which the 
Company or any of its Subsidiaries is a party have been duly and timely filed and 
paid. 

(viii) The Company and each of its Subsidiaries have, within the time 
and manner prescribed by Law, withheld and paid over to the proper 
Governmental Authority all amounts required to have been so withheld and paid 
over, and have complied with all related Tax information reporting requirements 
under applicable Law. 

(b) Neither the Company nor any of its Subsidiaries has been a 
“controlled corporation” or a “distributing corporation” in any distribution occurring 
during the two-year period ending on the date of this Agreement that was intended to be 
governed by Section 355 of the Code. 

(c) Neither the Company nor any of its Subsidiaries has participated in 
any “listed transaction” within the meaning of U.S. Treasury Regulation Section 1.6011-
4(b)(2).  

(d) Neither the Company nor any of its Subsidiaries has or has ever 
had a permanent establishment in a jurisdiction outside of the jurisdiction in which the 
Company or its Subsidiaries, respectively, are organized. For the avoidance of doubt, the 
entire United States (as defined in Section 7701(a)(9) of the Code) shall be treated as a 
single jurisdiction for purposes of this representation. 
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(e) AEL Re Bermuda Ltd. has made a valid election under 
Section 953(d) of the Code to be treated as a domestic corporation.  No other Subsidiary 
of the Company organized outside of the United States has made an election under 
Section 953(d) of the Code to be treated as a domestic corporation. 

(f) Section 4.09(f) of the Company Disclosure Letter sets forth a true 
and correct list of any of the Company or its Subsidiaries that is a life insurance company 
under Section 816(a) of the Code as of the date of this Agreement.  

(g) Each of the Company and its Subsidiaries (other than AEL Re 
Bermuda Ltd.) is a domestic corporation for U.S. federal income Tax purposes. 

(h) Notwithstanding anything to the contrary in this Agreement, 
(i) except for the representations and warranties set forth in Sections 4.05, 4.10, and 4.22 
and this Section 4.09, neither the Company nor any of its Subsidiaries makes, and each 
such party hereby expressly disclaims, any express or implied representations or 
warranties, statutory, common law or otherwise, of any nature, with respect to Taxes, (ii) 
the representations and warranties of the Company and its Subsidiaries in this 
Section 4.09 refer only to activities prior to the Closing and shall not serve as 
representations or warranties regarding, or a guarantee of, nor can they be relied upon 
with respect to, Taxes attributable to any taxable period (or portion thereof) beginning, or 
Tax positions taken, after the Closing Date, and (iii) nothing in this Agreement (including 
the representations and warranties in this Section 4.09), other than Section 4.05 shall be 
construed as providing a representation and warranty with respect to the existence, 
amount, expiration date or limitations on (or availability of) any Tax attribute of the 
Company or its Subsidiaries. None of the representations and warranties in this 
Section 4.09 are made with respect to the tax treatment of any Insurance Contract, or as 
to any obligation in respect of withholding, information reporting or record-keeping in 
respect thereof, which will be governed by Section 4.22. 

SECTION 4.10. Employee Benefits. 

(a) Section 4.10(a) of the Company Disclosure Letter contains a true 
and complete list, as of the date of this Agreement, of each material Company Plan.  With 
respect to each material Company Plan, the Company has made available to Parent true 
and complete copies (to the extent applicable) of (i) the plan document, including any 
amendments thereto, or if such Company Plan is not in writing, a written description of 
such plan, (ii) the most recent summary plan description for each material Company Plan 
for which such summary plan description is required by applicable Law and each 
summary of material modifications (if any), (iii) if such Company Plan is funded through 
a trust or any other funding arrangement, a copy of such trust or other funding 
arrangement, (iv) the most recently received IRS determination letter (or opinion or 
advisory letter, if applicable) and (v) the most recent annual report on Form 5500 
required to be filed with the IRS with respect thereto (if any). 

(b) Except as would not be expected to have a Company Material 
Adverse Effect, each of the Company Plans (including any related trusts) (i) has been 
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established, operated and administered in compliance with its terms and in accordance 
with applicable Laws, (ii) all contributions required to be made with respect to any 
Company Plan have been timely made and deposited and (iii) to the Knowledge of the 
Company, no circumstance, fact or event exists that could result in any material default 
under or material violation of any Company Plan. 

(c) Each Company Plan that is intended to be “qualified” within the 
meaning of Section 401(a) of the Code has received a favorable determination letter from 
the IRS regarding the Tax-qualified status of such Company Plan or is entitled to rely 
upon a favorable opinion letter issued by the IRS regarding the plan’s Tax-qualified 
status and each such related trust has not been revoked, and, to the Knowledge of the 
Company, no events have occurred or circumstances exist that could reasonably be 
expected to cause the loss of reliance on such determination or opinion letter or adversely 
affect the Tax-qualified status of any such Company Plan or related trust.   

(d) The Company does not maintain, sponsor or contribute to, nor 
within the past six years has it maintained, sponsored or contributed to, or required to 
maintain, sponsor or contribute to, a plan subject to Title IV of ERISA or Section 412 of 
the Code, including any “single employer” defined benefit plan (within the meaning of 
Section 3(35) of ERISA) or any “multiemployer plan” (as defined in Section 4063 of 
ERISA).  No Company Plan is, and none of the Company or any of its Subsidiaries has 
any actual or contingent liability under, any “multiple employer plan” (within the 
meaning of Section 413(c) of the Code) or any “multiple employer welfare arrangement” 
as defined in Section 3(40) of ERISA.  Neither the Company nor any of its Subsidiaries 
has any current or contingent liability or obligation with respect to any Company Plan as 
a consequence of at any time being considered a single employer under Section 414 of 
the Code with any other Person, trade or business, whether or not incorporated (an 
“ERISA Affiliate”).  In addition, during the past six years, no liability under (i) Title IV 
or Section 302 of ERISA or Sections 412 and 4971 of the Code or (ii) Section 4980B of 
the Code as a result of a failure to comply with the continuation coverage requirements of 
Section 601 et seq. of ERISA and Section 4980B of the Code, has, in either case, been 
incurred by the Company or any ERISA Affiliate that has not been satisfied in full and, to 
the Knowledge of the Company, no condition exists that presents a risk to the Company 
or any ERISA Affiliate of incurring such liability that would reasonably be expected to 
result in material liability to the Company or any of its Subsidiaries.  There has been no 
non-exempt prohibited transaction (within the meaning of Section 406 of ERISA or 
Section 4975 of the Code) with respect to any Company Plan, except for transactions that 
would not reasonably be expected to result in any material liability to the Company and 
its Subsidiaries taken together as a whole.   

(e) Except as required under applicable Law, no Company Plan 
provides health, medical, dental or life insurance benefits following retirement or other 
termination of employment. 

(f) There are no pending, or to the Knowledge of the Company, 
anticipated or threatened Actions against the Company or any of its Subsidiaries with 
respect to any Company Plan, by or on behalf of any employee, former employee or 
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beneficiary covered under any such Company Plan (other than routine claims for 
benefits) that would reasonably result in material liability to the Company and its 
Subsidiaries.  No Company Plan is, or since January 1, 2021 has been, the subject of an 
examination, investigation or audit by a Governmental Authority. 

(g) Neither the execution and delivery of this Agreement nor the 
consummation of the Transactions (either alone or in conjunction with any other event) 
will (i) result in any severance payment or benefit becoming due to any current or former 
employee, officer, director or other natural individual service provider of the Company or 
its Subsidiaries, (ii) increase, or enhance the terms of, any severance or other 
compensation or benefits otherwise payable to any current or former employee, officer, 
director or other natural individual service provider of the Company or its Subsidiaries, 
(iii) result in any acceleration of the time of payment, funding (through a grantor trust or 
otherwise) or vesting of any such compensation or benefits to any current or former 
employee, officer, director or other natural individual service provider of the Company or 
its Subsidiaries, (iv) trigger any increased or accelerated contributions to any Company 
Plan or trigger any change in the funding or covenant support arrangements for any 
Company Plan or (v) limit or restrict the right to amend, terminate or transfer the assets 
of any Company Plan on or following the Effective Time. 

(h) The consummation of the Transactions (either alone or in 
combination with another event) will not result in the payment (or acceleration of 
vesting) of any amount or benefit that would, individually or in combination with any 
other payment, constitute an “excess parachute payment” within the meaning of 
Section 280G of the Code. 

(i) No Person is entitled to receive any additional payment (including 
any Tax gross-up or other payment) from the Company or any of its Subsidiaries as a 
result of the imposition of the excise Taxes required by Section 4999 of the Code or any 
Tax, interest or penalties imposed by Section 409A of the Code (or any corresponding or 
similar provision of state, local or non-U.S. Law). 

(j) Except as would not be expected to have a Company Material 
Adverse Effect, each Company Plan that constitutes a “nonqualified deferred 
compensation plan” within the meaning of Section 409A of the Code is and has been 
maintained and operated in documentary and operational compliance with Section 409A 
of the Code or an available exemption therefrom. 

(k) Neither the Company nor any of its Subsidiaries maintains any 
Company Plan or other similar compensation or benefit arrangement that is subject to the 
Laws of any jurisdiction outside of the United States or that is registered or required to be 
registered or approved by a non-U.S. Governmental Authority.  

(l) Except as would not be expected to have a Company Material 
Adverse Effect, (i) the Company ESOP was validly authorized, established and 
maintained in accordance with applicable Law, (ii) the trust under the Company ESOP 
(the “Trust”) is a tax-exempt trust established in accordance with Section 501(a) of the 
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Code and is administered and interpreted in accordance with applicable Law, (iii) the 
Company ESOP has received a determination from the Internal Revenue Service that the 
Company ESOP meets the applicable qualification requirements of Section 401(a) of the 
Code and, to the Knowledge of the Company, since the date of such determination 
(A) such qualified status has not been revoked and (B) nothing has occurred that would 
reasonably be expected to cause revocation of such qualified status or inability to rely on 
such determination and (iv) the Common Stock held by the Trust constitute “employer 
securities” as defined in Section 409(l) of the Code and “qualifying employer securities” 
as defined in Section 407(d)(5) of ERISA.  As of the date hereof, no loans have been 
granted to or are outstanding for any participant under the Company ESOP. 

SECTION 4.11. Labor Matters. 

(a) Except as would not be expected to have a Company Material 
Adverse Effect, (i) neither the Company nor any of its Subsidiaries is a party to, or bound 
by, any collective bargaining agreement, labor agreement or other labor-related 
agreement with a labor union, labor organization, trades council, works council or similar 
organization and (ii) (A) there are no, and since January 1, 2021, have been no, labor 
organizing activities or representation or certification demands, petitions or proceedings 
by any labor organization, labor union, trades council, works council or similar 
organization or group of employees of the Company or any of its Subsidiaries to organize 
or represent any employees of the Company or any of its Subsidiaries, and no pending 
demand for recognition or certification as the exclusive bargaining representative of any 
employees has been made by or on behalf of any labor union, labor organization, trades 
council, works council or similar organization, (B) the consent of, consultation of or the 
rendering of formal advice by any labor union, labor organization, trades council, works 
council, employee representative body or similar organization is not required for the 
execution and delivery of this Agreement by the Company or the consummation by the 
Company of the Transactions, (C) since January 1, 2021, there has been no actual, or, to 
the Knowledge of the Company, threatened strike, lockout, slowdown, work stoppage, 
unfair labor practice charge, grievance or arbitration against or affecting the Company or 
any of its Subsidiaries, (D) neither the Company nor any of its Subsidiaries is engaged in 
any unfair labor practice and there are not any unfair labor practice charges or complaints 
against the Company or any of its Subsidiaries pending or, to the Knowledge of the 
Company, threatened before the National Labor Relations Board and (E) there is no 
material charge of discrimination in employment or employment practices by the 
Company, including with respect to age, gender, race, religion or other legally protected 
category pending or, to the Knowledge of the Company, threatened before the United 
States Equal Employment Opportunity Commission or any other Governmental 
Authority responsible for the prevention of unlawful employment practices in any 
jurisdiction in which the Company or any Subsidiary has employed or currently employs 
any person. 

(b)  Since January 1, 2021, (i) there have been no allegations of sexual 
harassment, sexual abuse or other sexual misconduct made against any member of the 
Company Board or officer of the Company subject to the reporting requirements of 
Section 16(a) of Exchange Act and (ii) there are no Actions pending or, to the Knowledge 
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of the Company, threatened related to any allegations of sexual harassment, sexual abuse 
or other sexual misconduct by any member of the Company Board or officer of the 
Company subject to the reporting requirements of Section 16(a) of the Exchange Act.  
Since January 1, 2021, neither the Company nor any of its Subsidiaries has entered into 
any settlement agreements related to allegations of sexual harassment, sexual abuse or 
other sexual misconduct by any member of the Company Board or officer of the 
Company subject to the reporting requirements of Section 16(a) of the Exchange Act. 

(c) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, the Company and its Subsidiaries are in compliance with 
applicable Laws respecting labor and employment matters, including discrimination in 
employment, employment practices, equal employment opportunity, terms and conditions 
of employment, disability rights or benefits, reasonable accommodations, hiring, training 
and/or promotion, payroll, tax withholding, worker classification (including the proper 
classification of workers as contingent workers, independent contractors and consultants), 
immigration (including applicable I-9 Laws), wages, hours, workers’ compensation, plant 
closings, labor and collective bargaining, employee leave issues, unemployment 
insurance, mandatory social security and pension schemes, privacy, employee record 
keeping and occupational safety and health, other than instances of noncompliance that 
would not reasonably be expected to result in material liability to the Company or any of 
its Subsidiaries.  Neither the Company nor any of its Subsidiaries has taken any action 
during the past three (3) years that would trigger the notice and other requirements under 
the Worker Adjustment and Retraining Notification Act of 1988 and any other similar 
applicable foreign, state or local statutes or regulations of any jurisdiction relating to any 
plant closing or mass layoff or similar triggering event for which any material liability 
remains unsatisfied.  

SECTION 4.12. Intellectual Property; Data Privacy and Cybersecurity. 

(a) Section 4.12(a) of the Company Disclosure Letter sets forth a true 
and complete list, as of the date of this Agreement, of all material Company Intellectual 
Property that is issued, registered or subject to an application for issuance or registration, 
indicating for each item (i) the current owner (including, with respect to domain names, 
the current registrant), (ii) the jurisdiction where the application, registration or issuance 
is filed, (iii) the application, registration and issue number (as applicable) and (iv) the 
application, registration and issue date (as applicable).  Except as would not reasonably 
be expected to have a Company Material Adverse Effect, all Company Intellectual 
Property that is issued or registered is subsisting and, to the Knowledge of the Company, 
valid and enforceable. 

(b) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, the Company and its Subsidiaries are the exclusive owners of 
the Company Intellectual Property, free and clear of all Liens other than Permitted Liens, 
and have sufficient rights (which rights are, to the Knowledge of the Company, valid and 
enforceable) to use all other Intellectual Property used in the conduct of the business of 
the Company and its Subsidiaries as currently conducted. 
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(c) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, (i) all Persons (including current and former employees and 
independent contractors) who are or were involved in or contributed to the development 
of, or otherwise would have rights in or to, any Company Intellectual Property have 
irrevocably assigned to the Company or one of its Subsidiaries all of their rights in and to 
such Company Intellectual Property (and such assignments are, to the Knowledge of the 
Company, valid), or the Company or one of its Subsidiaries owns such Company 
Intellectual Property by operation of Laws; and (ii) the Company and each of its 
Subsidiaries have taken commercially reasonable actions to protect and preserve the 
secrecy of all Trade Secrets owned by the Company or any of its Subsidiaries. 

(d) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, (i) the Company and its Subsidiaries do not use or distribute, 
nor have used or distributed, any Software licensed, provided or distributed under any 
open source license, including any license meeting the Open Source Definition or the 
Free Software Definition (as promulgated by the Open Source Initiative or the Free 
Software Foundation, respectively) or any Software that contains or is derived from any 
such Software (“Open Source Software”) in any manner that would require any source 
code of any proprietary Software owned or purported to be owned by the Company or its 
Subsidiaries to be disclosed, licensed for free, publicly distributed or dedicated to the 
public; and (ii) the Company and its Subsidiaries are in compliance with the terms and 
conditions of all relevant licenses (including all requirements relating to notices and 
making source code available to third parties) for all Open Source Software used in the 
business of the Company and its Subsidiaries.  

(e) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, no claims, disputes or other Actions are pending or, to the 
Knowledge of the Company, threatened in writing (in each case, that has not since been 
resolved) challenging the ownership, enforceability, scope, validity or use by the 
Company or any of its Subsidiaries of any Company Intellectual Property or alleging that 
the Company or any of its Subsidiaries is infringing, misappropriating or otherwise 
violating the Intellectual Property of any Person. 

(f) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, (i) to the Knowledge of the Company, no Person is infringing, 
misappropriating or otherwise violating any Company Intellectual Property and (ii) the 
operation of the business of the Company and its Subsidiaries as currently conducted 
does not infringe, misappropriate or otherwise violate the Intellectual Property of any 
other Person. 

(g) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, since January 1, 2021, the Company and its Subsidiaries have at 
all times posted privacy policies addressing the collection, retention, use and distribution 
of Personal Information.  The Company and its Subsidiaries are not in violation of, and 
the Company’s and its Subsidiaries’ use and dissemination of Personal Information are in 
compliance with (i) any requirements of self-regulatory frameworks or organizations with 
which the Company and its Subsidiaries are contractually obligated to comply, including 
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the Company’s and its Subsidiaries’ binding and customer-facing privacy policies and 
(ii) all applicable Laws or directives of any Governmental Authority, together with all 
binding regulatory guidance, rules and requirements promulgated thereunder, each as 
amended from time to time that relate to data privacy, data security, data protection, 
cybersecurity and marketing with respect to the collection, storage, use, disclosure, 
destruction or other processing, and transfer of Personal Information (collectively, 
“Privacy Obligations”), in each case, except as would not reasonably be expected to have 
a Company Material Adverse Effect. 

(h) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, since January 1, 2021:  (i) there has not been any violation of 
any Privacy Obligations; (ii) no Actions alleging noncompliance with Privacy 
Obligations in connection with the conduct of the business of the Company and its 
Subsidiaries are pending or threatened in writing against the Company and its 
Subsidiaries with respect to any of the foregoing; and (iii) the Company and its 
Subsidiaries have not been impacted by any Cybersecurity Incident or otherwise required 
under any Privacy Obligations to give notice to any Person of any actual or alleged 
Cybersecurity Incident. 

(i) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, the IT Systems are sufficient for the current needs of the 
business of the Company and its Subsidiaries and, to the Knowledge of the Company, do 
not contain any Malware.  Except as would not reasonably be expected to have a 
Company Material Adverse Effect, there have been no failures, breakdowns, outages or 
unavailability of any of the foregoing that have caused any material disruption to the 
business of the Company or its Subsidiaries.  Except as would not reasonably be expected 
to have a Company Material Adverse Effect, (i) the Company and its Subsidiaries own or 
have valid rights to use and access all IT Systems and (ii) the Company and its 
Subsidiaries have taken commercially reasonable actions to protect the integrity and 
security of the IT Systems and maintain reasonable information security, backup and 
disaster recovery plans and procedures, and such actions, plans and procedures are 
designed to be consistent with applicable Privacy Obligations with respect to the 
foregoing and the data stored or processed thereby. 

SECTION 4.13. Anti-Takeover Provisions.  No “fair price,” 
“moratorium,” “control share acquisition” or other similar anti-takeover statute or similar 
statute or regulation (each, a “Takeover Law”) applies to the Company with respect to 
this Agreement or the Merger. 

SECTION 4.14. Real Property. 

(a) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, either the Company or one of its Subsidiaries owns good and 
valid title in fee simple to the Owned Real Property, free and clear of all Liens, other than 
Permitted Liens. 
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(b) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, the Company or one of its Subsidiaries has a good and valid 
leasehold or subleasehold interest in each Leased Real Property pursuant to a lease or 
sublease agreement (each, a “Company Lease”), free and clear of all Liens (other than 
Permitted Liens). Each Company Lease is in full force and effect, except as 
enforceability thereof may be limited by the Bankruptcy and Equity Exception. 

(c) Except as would not reasonably be expected to have a Company 
Material Adverse Effect, neither the Company nor any of its Subsidiaries, nor, to the 
Knowledge of the Company, any other party under any Company Lease, is in material 
default under any Company Lease, and no event has occurred that, with notice or lapse of 
time or both, would constitute a material default of any Company Lease. 

(d) The Company or one of its Subsidiaries, as applicable, have 
obtained all certificates of occupancy and other permits or approvals required with 
respect to the use and occupancy of the Leased Real Property, except where a failure to 
obtain any such material permits or approvals would not reasonably be expected to have a 
Company Material Adverse Effect. 

SECTION 4.15. Contracts. 

(a) Except for (A) this Agreement, (B) each Company Plan, (C) each 
Contract filed as an exhibit to the Filed SEC Documents, Section 4.15(a) of the Company 
Disclosure Letter sets forth a list of all Material Contracts as of the date of this 
Agreement and (D) each arrangement disclosed under Item 404(a) of Regulation S-K 
under the Exchange Act in the Filed SEC Documents.  For purposes of this Agreement, 
“Material Contract” means all Contracts to which the Company or any of its Subsidiaries 
is a party or by which the Company, any of its Subsidiaries or any of their respective 
properties or assets is bound (other than any Contracts to which Parent, BAM or any of 
their respective Affiliates is a counterparty, Company Plans, IMAs, any Contracts in 
respect of Investment Assets and insurance, reinsurance or retrocession treaties, 
agreements, slips, binders, cover notes, including the Reinsurance Agreements, or other 
similar arrangements) that: 

(i) are or would be required to be filed by the Company as a “material 
contract” pursuant to Item 601(b)(10) of Regulation S-K under the Securities Act; 

(ii) are with an affiliate that would be required to be disclosed under 
Item 404(a) of Regulation S-K under the Exchange Act; 

(iii) relate to the formation or management of any joint venture, 
partnership or other similar agreement that is material to the business of the 
Company and its Subsidiaries, taken as a whole (excluding Investment Assets 
acquired in the ordinary course of business); 

(iv) provide for Indebtedness for borrowed money or guarantees 
thereof of the Company or any of its Subsidiaries having an outstanding principal 
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amount in excess of $25,000,000 individually, other than any Indebtedness 
between or among any of the Company and any of its Subsidiaries; 

(v) have been entered into since January 1, 2021, and involve the 
acquisition from another Person or disposition to another Person of capital stock 
or other equity interests of another Person or of a business, in each case, that are 
material to the Company and its Subsidiaries, taken as a whole (excluding, for the 
avoidance of doubt, acquisitions or dispositions of investments made pursuant to 
the Investment Guidelines, or of supplies, products, properties or other assets in 
the ordinary course of business); 

(vi) prohibit the payment of dividends or distributions in respect of the 
capital of the Company or any of its wholly owned Subsidiaries, prohibit the 
pledging of the capital of the Company or any wholly owned Subsidiary of the 
Company or prohibit the issuance of any guarantee by the Company or any 
Subsidiary of the Company (other than pursuant to applicable Laws); 

(vii) contain provisions that prohibit the Company or any of its 
Subsidiaries from competing in any material respect in any material line of 
business or grant a right of exclusivity to any Person which prevents the Company 
or any Subsidiary of the Company from entering any material territory, market or 
field or freely engaging in business anywhere in the world in any material respect, 
other than Contracts that can be terminated (including such restrictive provisions) 
by the Company or any of its Subsidiaries on 180 or fewer days’ notice without 
payment by the Company or any Subsidiary of the Company of any material 
penalty; 

(viii) involve the settlement of any pending or threatened claim, action 
or proceeding that requires payment obligations of the Company or any of its 
Subsidiaries after the date hereof in excess of $25,000,000, other than claims 
settled under Company Insurance Policies in the ordinary course of business and 
within applicable policy limits; 

(ix) (A) grant any right of first refusal, right of first offer or similar 
right with respect to any material assets, rights or properties of the Company or 
any of its Subsidiaries or (B) obligate the Company or any of its Subsidiaries to 
conduct business on an exclusive or preferential basis or that contains a “most 
favored nation” or similar covenant with any third party and that are material to 
the Company and its Subsidiaries, taken as a whole; or 

(x) contain a license or grant of rights in, to or under material 
Intellectual Property (excluding (A) non-exclusive licenses granted in the 
ordinary course of business, (B) licenses granted to or for the benefit of the 
Company or any of its Subsidiaries of commercially available, “off-the-shelf” 
Software available on standard terms, and (C) licenses of Open Source Software). 
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(b) (i) Each Material Contract is valid and binding on the Company 
and/or any of its Subsidiaries to the extent such Person is a party thereto, as applicable, 
and, to the Knowledge of the Company, each other party thereto, and is in full force and 
effect, except where the failure to be valid, binding or in full force and effect would not 
reasonably be expected to have a Company Material Adverse Effect, (ii) the Company 
and each of its Subsidiaries has, as of the date of this Agreement, performed all 
obligations required to be performed by it under each Material Contract, except where 
such noncompliance would not reasonably be expected to have a Company Material 
Adverse Effect, (iii) neither the Company nor any of its Subsidiaries has received written 
notice, as of the date of this Agreement, of the existence of any event or condition which 
constitutes, or, after notice or lapse of time or both, will constitute, a default on the part 
of the Company or any of its Subsidiaries under any Material Contract, except where 
such default would not reasonably be expected to have a Company Material Adverse 
Effect, (iv) to the Knowledge of the Company, there are no events or conditions which 
constitute, or, after notice or lapse of time or both, will constitute a default on the part of 
any counterparty under such Material Contract, except as would not reasonably be 
expected to have a Company Material Adverse Effect and (v) neither the Company nor 
any of its Subsidiaries has received written notice, as of the date of this Agreement, from 
any other party to a Material Contract that such other party intends to terminate, not 
renew or renegotiate in any material respect the terms of any such Material Contract, 
except as would not reasonably be expected to have a Company Material Adverse Effect. 

SECTION 4.16. Actuarial Appraisals; Reserves. 

(a) As of the date hereof, to the Knowledge of the Company, no 
actuarial appraisal prepared by third-party or internal actuaries with respect to any in-
force business, or blocks or lines of business, of any of the Company Insurance 
Subsidiaries prepared since January 1, 2021 that the Company has delivered to Parent 
(each such appraisal, an “Actuarial Appraisal”) is inaccurate in any material respect.  The 
factual information and data provided by the Company and its Subsidiaries for use in 
connection with the preparation of each Actuarial Appraisal was complete and accurate in 
all material respects as of the date so provided, subject in each case to any limitations and 
qualifications contained in such Actuarial Appraisal.  

(b) The Reserves of each Company Insurance Subsidiary contained in 
its respective Statutory Statements as of and for the annual periods ended December 31, 
2020, 2021 and 2022, in each case: (i) were determined in all material respects in 
accordance with generally accepted actuarial standards consistently applied throughout 
the specified period and were fairly stated in accordance with sound actuarial principles 
and Applicable SAP (in each case, except as otherwise noted in such Statutory 
Statements) and (ii) satisfied the requirements of all applicable Law in all material 
respects, except as otherwise noted in such Statutory Statements.  

SECTION 4.17. Reinsurance. 

(a) Section 4.17 of the Company Disclosure Letter sets forth a 
complete and correct list of all reinsurance agreements to which any of the Company 



 

58 
[[6102394]] 
4859-6391-5628 v.9 

Insurance Subsidiaries is a party, whether as ceding company or assuming company, 
under which such Company Insurance Subsidiary has any material rights or material 
obligations (each, a “Reinsurance Agreement”).  The Company has made available to 
Parent a true and correct copy or a summary of material terms of each Reinsurance 
Agreement.  Each Reinsurance Agreement is valid and binding on the Company or its 
applicable Company Insurance Subsidiary party thereto and, to the Knowledge of the 
Company, each other party thereto, and is in full force and effect, except where the 
failure to be valid, binding or in full force and effect would not reasonably be expected to 
have a Company Material Adverse Effect.  Neither the Company nor any Company 
Insurance Subsidiary has received written notice of the existence of any event or 
condition which constitutes, or, after notice or lapse of time or both, will constitute, a 
material default on the part of the Company or any Company Insurance Subsidiary under 
any Reinsurance Agreement and, to the Knowledge of the Company, there does not exist 
any event, condition or omission that would constitute, after notice or lapse of time or 
both, such a material default.  To the Knowledge of the Company, there are no events or 
conditions which constitute, or, after notice or lapse of time or both, will constitute, a 
material default on the part of any counterparty under such Reinsurance Agreement.  
Neither the Company nor any Company Insurance Subsidiary has received written notice 
from any other party to a Reinsurance Agreement that such other party intends to cancel, 
terminate or amend in any material respect the terms of any such Reinsurance 
Agreement.  There are no pending or, to the Knowledge of the Company, threatened in 
writing Actions with respect to any Reinsurance Agreement, except as would not 
reasonably be expected to have a Company Material Adverse Effect. 

(b) Except as set forth in Section 4.17 of the Company Disclosure 
Letter, (i) to the Knowledge of the Company, no party to a Reinsurance Agreement is 
insolvent or the subject of a rehabilitation, liquidation, conservatorship, receivership, 
bankruptcy or similar proceeding, (ii) to the Knowledge of the Company, the financial 
condition of each party to a Reinsurance Agreement is not impaired to the extent that a 
default thereunder is reasonably anticipated, (iii) there are no, and since January 1, 2021 
there have been no, material disputes under any Reinsurance Agreement other than 
disputes (A) in the ordinary course for which adequate loss reserves have been 
established or (B) that otherwise have been fully resolved, and (iv) each Company 
Insurance Subsidiary that is party to a Reinsurance Agreement is entitled under any 
applicable Insurance Laws and Applicable SAP to take full reinsurance credit in its 
Statutory Statements for all amounts reflected therein that are recoverable by it pursuant 
to any Reinsurance Agreement, and no Governmental Authority has objected in writing 
to the Statutory Statements reflecting such reinsurance credit. 

SECTION 4.18. Investment Assets. 

(a) The Company has provided Parent with a true, correct and 
complete list of all bonds, stocks, mortgage loans and other investment assets that were 
subject to the Reinsurance Agreements, carried on the books and records of, or that were 
otherwise owned by, the Company or any of its Subsidiaries as of May 31, 2023 (such 
bonds, stocks, mortgage loans and other investment assets, together with all such other 
bonds, stocks, mortgage loans and other investment assets acquired by the Company and 
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its Subsidiaries between such date and the date of this Agreement, the “Investment 
Assets”).  Except for Investment Assets sold in the ordinary course of business since May 
31, 2023, or otherwise contemplated by this Agreement, the Company and its 
Subsidiaries, or a trustee acting on behalf of the Company or any such Subsidiary, has, 
and will have as of the Closing Date, good and valid title to all of the Investment Assets it 
purports to own (including pursuant to the Reinsurance Agreements), free and clear of all 
Liens except Permitted Liens. The Company has provided Parent with a true, correct and 
complete copy of the applicable policies of the Company with respect to the investment 
of the Investment Assets, including investment guidelines that apply to Investment Assets 
subject to Reinsurance Agreements (the “Investment Guidelines”), and except as 
approved by the Company’s investment committee, (i) the Company’s Investment Assets 
comply in all material respects with such Investment Guidelines and (ii) all transactions 
involving Investment Assets have complied in all material respects with the Investment 
Guidelines since January 1, 2021. 

(b) Except as set forth in Section 4.18(b) of the Company Disclosure 
Letter, (i) the Company has no material funding obligations of any kind, or obligation to 
make any material additional advances or investments (including any obligation relating 
to any investment funds or vehicles, separate managed accounts, limited partnerships, 
currency or interest rate swap, hedge or similar arrangement) in respect of, any of the 
Investment Assets and (ii) there are no material outstanding commitments, options, put 
agreements or other arrangements relating to the Investment Assets to which the 
Company or any of its Subsidiaries would be subject upon or after the Closing. 

(c) Section 4.18(c) of the Company Disclosure Letter sets forth a 
complete and correct list of all material investment management agreements relating to 
the assets of the Company and its Subsidiaries (each, an “IMA”).  The Company has 
made available to Parent a true and correct copy or a summary of material terms of each 
IMA.  Each IMA is valid and binding on the Company or its applicable Subsidiary party 
thereto and, to the Knowledge of the Company, each other party thereto, and is in full 
force and effect, except where the failure to be valid, binding or in full force and effect 
would not reasonably be expected to have a Company Material Adverse Effect.  As of the 
date hereof, the Company and each of its applicable Subsidiaries and, to the Knowledge 
of the Company, any other party thereto, has performed all obligations required to be 
performed by it under each IMA.  Neither the Company nor any of its Subsidiaries has 
received written notice of the existence of any event or condition which constitutes, or, 
after notice or lapse of time or both, will constitute, a material default on the part of the 
Company or any of its Subsidiaries under any IMA and, to the Knowledge of the 
Company, there does not exist any event, condition or omission that would constitute, 
after notice or lapse of time or both, such a material default.  To the Knowledge of the 
Company, there are no events or conditions which constitute, or, after notice or lapse of 
time or both, will constitute, a material default on the part of any counterparty under such 
IMA.  Neither the Company nor any of its Subsidiaries has received written notice from 
any other party to an IMA that such other party intends to cancel, terminate, not renew, 
change the scope of rights and obligations under or renegotiate in any material respect the 
terms of any such IMA.  There are no pending or, to the Knowledge of the Company, 
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threatened in writing Actions with respect to any IMA, except as would not reasonably be 
expected to have a Company Material Adverse Effect. 

SECTION 4.19. Insurance Business. 

(a) Section 4.19(a) of the Company Disclosure Letter contains a true, 
complete and correct list, as of the date of this Agreement, of the Company Insurance 
Subsidiaries, together with the jurisdiction of domicile thereof.  Except as set forth in 
Section 4.19(a) of the Company Disclosure Letter, since January 1, 2021 (i) no Insurance 
Regulator has alleged in writing that any Company Insurance Subsidiary has violated in 
any material respect, nor is there any pending or, to the Knowledge of the Company, 
threatened in writing, investigation by any applicable Insurance Regulator related to 
alleged violations by any Company Insurance Subsidiary of, any applicable Insurance 
Laws, and (ii) each Company Insurance Subsidiary has filed all material reports, forms, 
rates, notices and materials required to be filed by it with any applicable Insurance 
Regulator, and none of such reports, forms, rates, notices and other materials has been 
objected to by such Insurance Regulator within the period provided for objection, except 
where such objections have been cured or otherwise resolved. 

(b) Section 4.19(b) of the Company Disclosure Letter sets forth a true 
and correct list of all permitted accounting practices utilized by the Company Insurance 
Subsidiaries in the preparation of their respective Statutory Statements.      

(c) Except as set forth in Section 4.19(c) of the Company Disclosure 
Letter, none of the Company Insurance Subsidiaries is commercially domiciled under the 
Laws of any jurisdiction or is otherwise treated as domiciled in a jurisdiction other than 
that of its jurisdiction of incorporation. 

(d) Except as set forth in Section 4.19(d) of the Company Disclosure 
Letter, either the Company nor any of the Company Insurance Subsidiaries is subject to 
any requirement imposed by a Governmental Authority to maintain specified capital or 
surplus amounts or levels or is subject to any restriction on the payment of dividends or 
other distributions on its shares of capital stock, except for any such requirements or 
restrictions imposed by applicable Laws of general application.   

(e) The Company has made available to Parent and its advisors true 
and complete copies of (i) any material reports on financial examination  and (ii) any 
material reports on market conduct examination, in the case of each of (i) and (ii), 
delivered by any Insurance Regulator in respect of any Company Insurance Subsidiary 
since January 1, 2021. 

(f) Except as required by Insurance Laws of general applicability and 
the insurance or reinsurance Permits maintained by the Company Insurance Subsidiaries, 
there are no material written agreements, memoranda of understanding, commitment 
letters or similar undertakings binding on the Company or any of its Subsidiaries or to 
which the Company or any of its Subsidiaries is a party, on one hand, and any 
Governmental Authority is a party or addressee, on the other hand, or any orders or 
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directives by, or supervisory letters or cease-and-desist orders from, any Governmental 
Authority, nor has the Company nor any of its Subsidiaries adopted any board resolution 
at the request of any Governmental Authority, in each case specifically with respect to it 
or any of its Subsidiaries, which materially restrict the conduct of the Company Insurance 
Subsidiaries’ business. 

SECTION 4.20. Insurance Policies. 

(a) All policy and contract forms on which any Company Insurance 
Subsidiary has issued an Insurance Contract and all amendments, applications, marketing 
materials, brochures, illustrations and certificates pertaining thereto have, to the extent 
required by applicable Law, been approved by all applicable Governmental Authorities or 
filed with such Governmental Authorities, subject to such exceptions as would not 
reasonably be expected to have, individually or in the aggregate, a Company Material 
Adverse Effect. 

(b) Except as would not reasonably be expected to have, individually 
or in the aggregate, a Company Material Adverse Effect, the Company Insurance 
Subsidiaries have since January 1, 2021, been in compliance with applicable Law 
regulating the marketing and sale of Insurance Contracts, including (i) all applicable 
requirements and prohibitions relating to suitability of sales and replacement of policies 
and annuity products, (ii) all applicable requirements relating to the disclosure of the 
nature of insurance products as policies of insurance, (iii) all applicable requirements 
relating to insurance product projections and illustrations and (iv) all applicable 
requirements relating to the advertising, sales and marketing of insurance and annuity 
products. 

(c) All premium rates and rating plans in use by each Company 
Insurance Subsidiary with respect to any Insurance Contract have to the extent required 
by applicable Law been approved by all applicable Governmental Authorities or filed 
with such Governmental Authorities, subject to such exceptions as would not reasonably 
be expected to have, individually or in the aggregate, a Company Material Adverse 
Effect. 

(d) Except for regular periodic assessments in the ordinary course of 
business or assessments based on developments that are publicly known within the 
insurance industry, as of the date hereof, there are no material unpaid claims or 
assessments made by any state insurance guaranty association in connection with such 
association’s fund relating to insolvent insurance companies. 

SECTION 4.21. Insurance Producers.  Except as, individually or in the 
aggregate, is not and would not be reasonably expected to have a Company Material 
Adverse Effect, since January 1, 2021, (a) each employee who is an Insurance Producer 
and, to the Knowledge of the Company, each other Insurance Producer, (i) at the time 
such Insurance Producer solicited, negotiated, marketed, underwrote or sold or produced 
any Insurance Contract, was duly and appropriately appointed by a Company Insurance 
Subsidiary, in compliance with applicable Law, to act as an Insurance Producer for such 
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Insurance Contract, and was duly and appropriately licensed as an Insurance Producer 
(for the type of business sold or produced by such Insurance Producer on behalf of such 
Company Insurance Subsidiary), in each jurisdiction in which such Insurance Producer 
was required to be so licensed and (ii) has not been enjoined, indicted, convicted or made 
the subject of any consent decree or judgment on account of any violation of applicable 
Law in connection with such Insurance Producer’s actions in his, her or its capacity as an 
Insurance Producer for any Company Insurance Subsidiary, and (b) the Company and its 
Subsidiaries have not received any written notice from any Governmental Authority with 
respect to any failures by such Insurance Producers to be so licensed or appointed.  There 
are no outstanding disputes between the Company or any Company Insurance Subsidiary, 
on the one hand, and an Insurance Producer, on the other hand, concerning material 
amounts of commissions or other incentive compensation.  

SECTION 4.22. Insurance Product-Related Tax Matters. 

Except as would not reasonably be expected to have, individually or in the 
aggregate, a Company Material Adverse Effect: 

(a) Each Insurance Contract (i) provides (and since the date of 
issuance, assumption, exchange, modification or purchase of such Insurance Contract has 
provided) the purchaser, policyholder, account holder, other holder or intended 
beneficiary thereof with a Tax treatment under the Code (including, but not limited to, 
Sections 72, 101, 817, 7702, 7702A and 7702B of the Code) and any similar provision of 
state, local, and non-U.S. Law that is not less favorable than the Tax treatment (A) that 
was purported to apply in written materials provided at the time of issuance, assumption, 
exchange, modification or purchase or (B) for which such Insurance Contract was 
intended or reasonably expected to qualify under the Code (including, but not limited to, 
Sections 72, 101, 817, 7702, 7702A and 7702B of the Code) and any similar provision of 
state, local and non-U.S. Law at the time of issuance, assumption, exchange, modification 
or purchase and (ii) complies with, and since the date of issuance, assumption, exchange, 
modification or purchase of such Insurance Contract has complied with, the requirements 
applicable to, or intended to be applicable to, such Insurance Contract under the 
provisions of the Code (including, but not limited to, Sections 72, 101, 817, 7702, 7702A 
and 7702B of the Code) and any similar provision of state, local and non-U.S. Law 
relating to such Insurance Contract and any Treasury Regulations and administrative 
guidance issued thereunder. 

(b) No Insurance Contract is a “modified endowment contract” within 
the meaning of Section 7702A of the Code, except any Insurance Contract that is being 
administered as a “modified endowment contract” and with respect to which the 
policyholder has consented in writing to the treatment of such Insurance Contract as a 
“modified endowment contract” and has not acted to revoke such consent. 

(c) None of the Company and its Subsidiaries has entered into any 
agreement or has been within the last five years involved in any discussions or 
negotiations with the IRS or any other Governmental Authority, or otherwise has 
requested within the last five years relief from the IRS or any other Governmental 
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Authority, regarding the failure of any Insurance Contract currently in force to meet its 
intended Tax treatment. 

(d) None of the Company and its Subsidiaries is a party to or has 
received written notice of any federal, state, local or foreign audits or other administrative 
or judicial Action with regard to the Tax treatment of any Insurance Contract currently in 
force, or of any claims by the purchasers, holders or intended beneficiaries thereof 
regarding the Tax treatment thereof. 

(e) None of the Company and its Subsidiaries is a party to any “hold 
harmless” or indemnification agreement or tax sharing agreement or similar arrangement 
under which it is liable for the Tax treatment of any Insurance Contract currently in force. 

(f) The Company and its Subsidiaries have complied with all 
reporting, withholding and disclosure requirements of the Code, Treasury Regulations 
and forms issued by the IRS and other applicable Laws that are applicable to the 
Insurance Contracts and distributions thereunder. 

(g) Notwithstanding anything to the contrary in this Agreement, 
except for the representations and warranties set forth in this Section 4.22, neither of the 
Company nor any of its Subsidiaries makes, and each such party hereby expressly 
disclaims, any express or implied representations or warranties, statutory, common law or 
otherwise, of any nature, with respect to the Tax treatment of any Insurance Contract, and 
as to any obligations in respect of withholding, information reporting or record-keeping 
in respect thereof. 

SECTION 4.23. Statutory Statements.  The Company has made 
available to Parent copies of the following statutory statements, in each case together 
with the exhibits, schedules and notes thereto (collectively, the “Statutory Statements”): 
(i) the statutory annual statement of each Company Insurance Subsidiary as of and for the 
annual periods ended December 31, 2020, 2021 and 2022, in each case as filed with the 
applicable Insurance Regulator for such Company Insurance Subsidiary, and (ii) the 
statutory quarterly statements of each Company Insurance Subsidiary as of and for the 
quarterly period ended March 31, 2023, in each case as filed with the Insurance Regulator 
of such Company Insurance Subsidiary, subject, in the case of Statutory Statements with 
respect to quarterly periods, to the absence of full footnote disclosure and normal year-
end audit adjustments.  The Statutory Statements were prepared in conformity with 
Applicable SAP applied consistently throughout the periods presented, and present fairly, 
in all material respects the statutory financial position and results of operations of the 
Company Insurance Subsidiaries as of their respective dates and for the respective 
periods covered thereby.  Except as set forth on Section 4.23 of the Company Disclosure 
Letter, as of its filing date, and, if amended, as of the date of the last amendment prior to 
the date hereof, each such filing complied with applicable Law in all material respects.  
No Governmental Authority has asserted any material deficiency related to any such 
filing that has not been resolved, to the Knowledge of the Company, to the material 
satisfaction of such Governmental Authority prior to the date hereof.   
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SECTION 4.24. Opinion of Financial Advisor.  The Company Board 
has received an oral opinion (to be confirmed by delivery of a written opinion promptly 
after the date hereof) of each of J.P. Morgan Securities LLC (“JPM”) and Ardea Partners 
LP (“Ardea Partners”), to the effect that, as of the date of such opinion, and based upon 
and subject to the various assumptions, qualifications and limitations set forth therein, the 
Merger Consideration to be paid to the holders (other than Parent and its Affiliates) of 
Common Stock is fair from a financial point of view to such holders of Common Stock.  
It is agreed and understood that such opinion is for the benefit of the Company Board and 
may not be relied on by Parent or Merger Sub for any purpose. 

SECTION 4.25. Brokers and Other Advisors.  Except for JPM and 
Ardea Partners, the fees and expenses of which will be paid by the Company pursuant to 
the applicable engagement letter, no broker, investment banker, financial advisor or other 
Person is entitled to any broker’s, finder’s, financial advisor’s or other similar fee or 
commission in connection with the Transactions based upon arrangements made by or on 
behalf of the Company, any of its Subsidiaries or any of their respective directors, 
officers or employees.  The Company has provided an estimated calculation as of the date 
of this Agreement of such fees and expenses payable to JPM and Ardea Partners pursuant 
to their respective engagement letters. 

SECTION 4.26. Critical Technology.  Neither the Company nor any of 
its Subsidiaries produces, designs, tests, manufactures, fabricates, or develops one or 
more “critical technologies” as that term is defined in 31 C.F.R. § 800.215, and none of 
them has any current intention of engaging in such activities in the future. 

ARTICLE V 
 

REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB 

Parent and Merger Sub jointly and severally represent and warrant to the 
Company that except as (A) set forth in the corresponding section of the disclosure letter 
delivered by Parent and Merger Sub to the Company on the date of this Agreement (the 
“Parent Disclosure Letter”) (it being agreed that disclosure set forth in one section or sub-
section of the Parent Disclosure Letter shall be deemed disclosure with respect to, and 
shall be deemed to apply to and qualify, the section or sub-section of this Article V to 
which it corresponds in number and each other section or sub-section of this Article V to 
the extent the qualifying nature of such disclosure with respect to such other section or 
sub-section is reasonably apparent on the face of such disclosure) or (B) disclosed in any 
report, schedule, form, statement or other document (including exhibits) filed with, or 
furnished to, the SEC by Parent and publicly available at least three business days prior to 
the date of this Agreement (the “Parent SEC Documents”), other than any disclosure 
contained in such Parent SEC Documents under the heading “Risk Factor” or “Forward-
Looking Statements” or sections of such reports, or that otherwise constitute risk factors 
or forward-looking statements: 

SECTION 5.01. Organization; Standing.  Parent is a Bermuda exempted 
company limited by shares duly incorporated and organized, validly existing and in good 
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standing under the Laws of Bermuda, and Merger Sub is an Iowa corporation duly 
organized and validly existing under the IBCA.  Each of Parent and Merger Sub has all 
requisite power and authority necessary to carry on its business as it is now being 
conducted, except as would not reasonably be expected to have a Parent Material 
Adverse Effect.  Each of Parent and Merger Sub is duly licensed or qualified to do 
business and is in good standing (where such concept is recognized under applicable 
Law) in each jurisdiction in which the nature of the business conducted by it or the 
character or location of the properties and assets owned or leased by it makes such 
licensing or qualification necessary, except where the failure to be so licensed, qualified 
or in good standing would not reasonably be expected to have a Parent Material Adverse 
Effect or prevent, materially delay or materially impair the consummation by the Parent 
Entities of the Transactions.  Parent has made available to the Company true, complete 
and correct copies of Parent’s certificate of incorporation and memorandum of 
association and bylaws, and Merger Sub’s articles of incorporation and bylaws, each as 
amended to the date of this Agreement. 

SECTION 5.02. Authority; Noncontravention. 

(a) Each of Parent and Merger Sub has all necessary power and 
authority to execute and deliver this Agreement, to perform its obligations hereunder and, 
subject to obtaining the Merger Sub Shareholder Approval, to consummate the 
Transactions.  The execution, delivery and performance by Parent and Merger Sub of this 
Agreement, and the consummation by Parent and Merger Sub of the Transactions, have 
been duly and unanimously authorized and approved by each of the Parent Board and the 
Merger Sub Board, as applicable, and, except for obtaining the Merger Sub Shareholder 
Approval (which approval shall be provided by the written consent of Arches Acquisition 
Holdco II Inc. immediately following the execution of this Agreement), no other action 
(including any shareholder vote or other action) on the part of Parent or Merger Sub or 
any of their Affiliates is necessary to authorize the execution, delivery and performance 
by Parent and Merger Sub of this Agreement and the consummation by Parent and 
Merger Sub of the Transactions (including the delivery of BAM Class A Stock as Stock 
Consideration pursuant to this Agreement).  This Agreement has been duly executed and 
delivered by Parent and Merger Sub and, assuming due authorization, execution and 
delivery hereof by each other party, constitutes a legal, valid and binding obligation of 
each of Parent and Merger Sub, enforceable against each of them in accordance with its 
terms, except that such enforceability may be limited by and is subject to the Bankruptcy 
and Equity Exception. 

(b) Each of the Parent Board and the Merger Sub Board have 
unanimously (i) determined that the terms of this Agreement are in the best interests of 
Parent or Merger Sub, as applicable, (ii) approved and adopted and declared the 
advisability of this Agreement and the Transactions, including the Merger, as of the date 
of this Agreement, and such resolutions have not been subsequently rescinded, modified 
or withdrawn in any way. 

(c) Neither the execution and delivery of this Agreement by Parent 
and Merger Sub, nor the consummation by Parent or Merger Sub of the Transactions, nor 
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performance of or compliance by Parent or Merger Sub with any of the terms or 
provisions hereof, will (i) conflict with or violate any provision of the certificates or 
articles of incorporation, memorandums of association, bylaws, bye-laws or other 
comparable charter or organizational documents of (A) Parent or Merger Sub or (B) any 
of Parent’s other Subsidiaries or (ii) assuming (A) compliance with the matters set forth 
in Section 4.03(c) (other than Section 4.03(c)(ii)(A)) (and assuming the accuracy of the 
representations and warranties made in such Section 4.03(c)), (B) that the actions 
described in Section 5.02(a) have been completed, (C) that the Consents referred to in 
Section 5.03 and, in the case of Merger Sub, the Merger Sub Shareholder Approval are 
obtained and (D) that the filings referred to in Section 5.03 are made and any waiting 
periods thereunder have terminated or expired, in the case of each of the foregoing 
clauses (A) through (D), prior to the Effective Time, (x) assuming the accuracy of the 
representations and warranties made in Section 4.26, violate any Law applicable to Parent 
or any of its Subsidiaries, (y) require any consent or notice, or conflict with, violate or 
constitute a default under any of the terms, conditions or provisions of any material 
Contract to which Parent or any of its Subsidiaries is a party or give rise to any right of 
purchase, termination, amendment, acceleration or cancellation under, result in the loss of 
any benefit under, or result in the triggering of any payments pursuant to, obligations 
under any such material Contract or (z) result in the creation of any Lien on any 
properties or assets of Parent or any of its Subsidiaries, except, in the case of clauses 
(ii)(y) and (ii)(z), as would not reasonably be expected to have a Parent Material Adverse 
Effect or prevent, materially delay or materially impair the consummation by the Parent 
Entities of the Transactions. 

(d) The Merger Sub Shareholder Approval (which approval shall be 
provided by the written consent of Arches Acquisition Holdco II Inc. as contemplated by 
Section 7.12) is the only vote or approval of the holders of any class or series of shares of 
Merger Sub that is necessary to approve this Agreement and the Merger. 

SECTION 5.03. Governmental Approvals.  Except for (a) compliance 
with the applicable requirements of the Exchange Act and Securities Act and the rules 
and regulations thereunder, including the filing with the SEC of (i) the Proxy 
Statement/Prospectus, (ii) solely if any Stock Consideration is included in the Merger 
Consideration, a registration statement on Form F-4 relating to the registration under the 
Securities Act of the shares of BAM Class A Stock that will constitute Stock 
Consideration (the “Form F-4”) and declaration of effectiveness of the Form F-4 and (iii) 
such other reports as are required in connection with the Transactions, (b) solely if any 
Stock Consideration is included in the Merger Consideration, filings required under, and 
compliance with, the rules and regulations of the NYSE, including the approvals of the 
NYSE to authorize the listing of such shares of BAM Class A Stock, (c) filings required 
under, and compliance with other applicable requirements of, the HSR Act, and such 
other Consents, filings, declarations or registrations as are required to be made or 
obtained under any other Antitrust Laws, (d) the filing with FINRA of an application by 
the Broker-Dealer Subsidiary under FINRA Rule 1017 and the receipt of FINRA’s 
approval of such application, (e) compliance with any applicable state securities or blue 
sky laws, (f) approvals, filings and notices under all applicable Insurance Laws as set 
forth in Section 5.03 of the Parent Disclosure Letter (the “Parent Insurance Approvals”), 
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(g) the Company Insurance Approvals (assuming the accuracy of the representations and 
warranties made in Section 4.04(g) and the completeness of Section 4.04(g) of the 
Company Disclosure Letter) and (h) such other Consents, filings, declarations or 
registrations that, if not obtained, made or given, would not reasonably be expected to 
have a Parent Material Adverse Effect or prevent, materially delay or impair the 
consummation by the Parent Entities of the Transactions on a timely basis, and assuming 
the accuracy of the representations and warranties made in Section 4.26, no Consent of, 
or filing, declaration or registration with, any Governmental Authority is necessary for 
the execution and delivery of this Agreement by Parent and Merger Sub, the performance 
by Parent and Merger Sub of their obligations hereunder and the consummation by Parent 
and Merger Sub of the Transactions.   

SECTION 5.04. Ownership and Operations of Merger Sub.  Parent owns 
beneficially and of record, indirectly through one or more wholly owned Subsidiaries as 
set forth on Section 5.04 of the Parent Disclosure Schedule, all of the issued and 
outstanding shares of Merger Sub, free and clear of all Liens.  Merger Sub was formed 
solely for the purpose of engaging in the Transactions, has no assets, liabilities or 
obligations of any nature other than those incident to its formation and pursuant to the 
Transactions, and prior to the Effective Time, will not have engaged in any business 
activities other than those relating to the Transactions. 

SECTION 5.05. Sufficient Funds.  Parent and Merger Sub collectively 
have, or have available to them, as of the date of this Agreement and will continue to 
have, or have available to them, through and at the Effective Time unencumbered cash or 
cash equivalents that are sufficient to permit Parent to pay the aggregate Cash 
Consideration, consideration payable to holders of Company Awards pursuant to Section 
3.03 and any other amount required to be paid in connection with the consummation of 
the Transactions, including the Payoff Amount and any amounts that become payable in 
respect of the redemption of the Senior Notes, and to pay all related fees and expenses of 
Parent and Merger Sub.  For the avoidance of doubt, in no event shall the receipt or 
availability of any funds or financing by or to Parent or any Affiliate of Parent be a 
condition to any of Parent’s or Merger Sub’s obligations hereunder. 

SECTION 5.06. Guaranty and Voting Agreement.  Concurrently with 
the execution of this Agreement, BN has delivered to the Company a true, complete and 
correct copy of its duly executed Guaranty, and the Parent Group Shareholders have 
delivered to the Company a true, complete and correct copy of their duly executed Voting 
Agreement. The Guaranty and the Voting Agreement are in full force and effect, have not 
been amended or modified and constitute a legal, valid and binding obligation of the BN 
and the Parent Group Shareholders, respectively, enforceable against them in accordance 
with their terms, subject to the Bankruptcy and Equity Exception. No event has occurred 
that, with notice or lapse of time or both, would, or would reasonably be expected to, 
constitute a default on the part of BN or the Parent Group Shareholders pursuant to the 
Guaranty or the Voting Agreement, as applicable.  

SECTION 5.07. Certain Arrangements.  As of the date of this 
Agreement, there are no Contracts or other arrangements or understandings (whether oral 
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or written) or commitments to enter into Contracts or other arrangements or 
understandings (whether oral or written) (a) between Parent, Merger Sub or any of their 
Affiliates, on the one hand, and any member of the Company’s management or the 
Company Board, on the other hand, that relate in any way to the Company or any of its 
Subsidiaries or the Transactions, (b) pursuant to which any shareholder of the Company 
would be entitled to receive consideration of a different amount or nature than the Merger 
Consideration or pursuant to which any shareholder of the Company agrees to vote to 
approve the Merger and this Agreement or agrees to vote against any Superior Proposal 
or (c) between Parent, Merger Sub or any of their Affiliates, on the one hand, and any 
holder of Company Awards, on the other hand, pursuant to which such holder would be 
entitled to receive consideration of a different amount or nature than the consideration 
payable pursuant to Section 3.03. 

SECTION 5.08. Information Supplied.  None of the information 
supplied or to be supplied by or on behalf of Parent or Merger Sub for inclusion or 
incorporation by reference in the Form F-4 or the Proxy Statement/Prospectus to be sent 
to the Company’s shareholders in connection with the Company Shareholders Meeting 
(including any amendment or supplement thereto or document incorporated by reference 
therein) shall, on the date the Proxy Statement/Prospectus is first mailed to the 
Company’s shareholders, at the time of any amendment thereof or supplement thereto 
and at the time of the Company Shareholders Meeting or at the time the Form F-4 (and 
any amendment or supplement thereto) is declared effective, contain any untrue statement 
of a material fact or omit to state a material fact required to be stated therein or necessary 
in order to make the statements therein, in light of the circumstances under which they 
are made, not misleading or omit to state a material fact necessary to correct any 
statement in any earlier communication with respect to the solicitation of proxies for the 
Company Shareholders Meeting which has become false or misleading. 

SECTION 5.09. Legal Proceedings.  Except as would not reasonably be 
expected to, individually or in the aggregate, have a Parent Material Adverse Effect or 
prevent, materially delay or materially impair the consummation by the Parent Entities of 
the Transactions, as of the date of this Agreement, there is no (a) Action pending or, to 
the Knowledge of Parent, threatened in writing, against Parent or any of its Affiliates or 
(b) outstanding injunction, order, judgment, ruling, decree or writ imposed upon the 
Parent Entities or any of their Affiliates, in each case, by or before any Governmental 
Authority. 

SECTION 5.10. Compliance with Laws. 

(a) Parent, Merger Sub and each of their respective Affiliates and their 
respective officers, directors, and personnel are, and since January 1, 2021, have been, in 
compliance with all Laws, judgments, decrees and orders of Governmental Authorities 
and Permits, in each case, applicable to Parent, Merger Sub and their respective 
Affiliates, except as would not reasonably be expected to have a Parent Material Adverse 
Effect or prevent, materially delay or materially impair the consummation by the Parent 
Entities of the Transactions.   
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(b) Except as would not reasonably be expected to have a Parent 
Material Adverse Effect or prevent, materially delay or materially impair the 
consummation by the Parent Entities of the Transactions, none of Parent, Merger Sub or 
any of their respective Affiliates is a party to any agreement or settlement with any 
Governmental Authority, under which it has any ongoing obligations or restrictions, with 
respect to any actual or alleged violation of any applicable Law. 

(c) Parent, Merger Sub and each of their respective Affiliates, and, to 
the Knowledge of Parent, each of their respective directors, officers, employees, agents, 
representatives or sales intermediaries (each in their capacities as such) and any other 
third party acting on behalf of any of Parent, Merger Sub or any of their respective 
Affiliates, has, since January 1, 2021, complied with all applicable Specified Business 
Conduct Laws, except as would not reasonably be expected to have a Parent Material 
Adverse Effect or prevent, materially delay or materially impair the consummation by the 
Parent Entities of the Transactions. 

(d) Except as would not reasonably be expected to have a Parent 
Material Adverse Effect or prevent, materially delay or materially impair the 
consummation by the Parent Entities of the Transactions, since January 1, 2021, none of 
Parent, Merger Sub or any of their respective Affiliates, nor, to the Knowledge of Parent, 
any of their respective directors, officers or employees (each in their capacities as such) 
has been, subject to any actual, pending or threatened civil, criminal or administrative 
actions, suits, demands, claims, hearings, notices of violation, investigations, 
proceedings, demand letters, settlements or enforcement actions, or made any disclosures 
to any Governmental Authority, involving Parent, Merger Sub or any of their respective 
Affiliates, in any way relating to any applicable Specified Business Conduct Laws. 

(e) None of Parent, Merger Sub or any of their respective Affiliates, 
nor, to the Knowledge of Parent, any of their respective directors, officers, employees, 
agents, representatives or sales intermediaries (each in their capacities as such) or any 
other third party acting on behalf of Parent, Merger Sub or any of their respective 
Affiliates, is a Sanctioned Person. 

(f) Except as would not reasonably be expected to have a Parent 
Material Adverse Effect or prevent, materially delay or materially impair the 
consummation by the Parent Entities of the Transactions, since January 1, 2021, none of 
Parent, Merger Sub or any of their respective Affiliates, nor, to the Knowledge of Parent, 
any of their respective directors, officers, employees, agents, representatives, sales 
intermediaries or any other third party acting on their behalf, has engaged in any dealings, 
transactions, activity or conduct with, involving or for the benefit of, any Sanctioned 
Person in violation of any Specified Business Conduct Laws. 

SECTION 5.11. Ownership of Common Stock or Preferred Stock.  
Except as set forth in Section 5.11 of the Parent Disclosure Letter, none of Parent, Merger 
Sub or any of their Affiliates beneficially owns (within the meaning of Section 13 of the 
Exchange Act), or will prior to the Closing Date beneficially own, any Common Stock or 
Preferred Stock, or is a party, or will prior to the Closing Date become a party, to any 
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Contract, other arrangement or understanding (whether written or oral) (other than this 
Agreement) for the purpose of acquiring, holding, voting or disposing of any Common 
Stock or Preferred Stock. 

SECTION 5.12. Brokers and Other Advisors.  Except for Barclays 
Capital Inc. (“Barclays”), the fees and expenses of which will be paid by Parent, no 
broker, investment banker, financial advisor or other Person is entitled to any broker’s, 
finder’s, financial advisor’s or other similar fee or commission in connection with the 
Transactions based upon arrangements made by or on behalf of Parent, any of its 
Subsidiaries or any of their respective directors, officers or employees.  

SECTION 5.13. Pending Transactions.  As of the date hereof, to the 
Knowledge of Parent, neither Parent nor any of its Affiliates is party to any transaction 
pending (a) to acquire or agree to acquire by merging or consolidating with, or by 
purchasing a substantial portion of the assets of or equity in, or by any other manner, any 
Person or portion thereof, or (b) to otherwise acquire or agree to acquire any assets, 
where the entering into of a definitive agreement relating to or the consummation of such 
acquisition, merger or consolidation, in each case, would, or would reasonably be 
expected to, (x) impose any material delay in the obtaining of, or significantly increase 
the risk of not obtaining, any consents, approvals, licenses, permits, orders, qualifications, 
authorizations of, or registrations or other actions by, or any filings with or notifications 
to, any Governmental Authority necessary to consummate the Transactions or the 
expiration or termination of any applicable waiting period, (y) significantly increase the 
risk of any Governmental Authority entering a governmental order prohibiting the 
consummation of the Transactions, or (z) materially delay the consummation of the 
Transactions. 

SECTION 5.14. Ownership Structure.  Section 5.14 of the Parent 
Disclosure Letter sets forth a true, correct and complete list of: (i) Merger Sub and each 
person who or which, as of the date hereof, “controls” (as such term is defined under the 
Insurance Laws of the Company Insurance Subsidiaries’ domiciliary jurisdictions), 
directly or indirectly, Merger Sub (such persons, the “Control Persons”), and (ii) all 
Persons who or which, as of the date hereof, “control” (as such term is defined under the 
Insurance Laws of the Company Insurance Subsidiaries’ domiciliary jurisdictions), 
directly or indirectly, each of the Control Persons. 

ARTICLE VI 
 

REPRESENTATIONS AND WARRANTIES OF BAM 

BAM represents and warrants to the Company that except as (A) set forth 
in the corresponding section of the disclosure letter delivered by BAM to the Company 
on the date of this Agreement (the “BAM Disclosure Letter”) (it being agreed that 
disclosure set forth in one section or sub-section of the BAM Disclosure Letter shall be 
deemed disclosure with respect to, and shall be deemed to apply to and qualify, the 
section or sub-section of this Article VI to which it corresponds in number and each other 
section or sub-section of this Article VI to the extent the qualifying nature of such 
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disclosure with respect to such other section or sub-section is reasonably apparent on the 
face of such disclosure) or (B) disclosed in any report, schedule, form, statement, 
registration statement, prospectus, proxy statement or other document required to be filed 
or furnished by BAM with the SEC on a timely basis pursuant to the Securities Act or the 
Exchange Act since November 21, 2022 and publicly available at least three business 
days prior to the date of this Agreement (collectively with any other reports, schedules, 
forms, certifications, statements, registration statements, prospectuses, proxy statements 
and other documents, including the exhibits and other information incorporated therein, 
filed or furnished by BAM with the SEC after the date hereof, the “BAM SEC 
Documents”), other than any disclosure contained in such BAM SEC Documents under 
the heading “Risk Factor” or “Forward-Looking Statements” or sections of such reports, 
or that otherwise constitute risk factors or forward-looking statements:  

SECTION 6.01. Organization; Standing.  BAM is a British Columbia 
company duly organized, validly existing and in good standing under the laws of British 
Columbia.  BAM has all requisite power and authority necessary to carry on its business 
as it is now being conducted, except as would not reasonably be expected to have a BAM 
Material Adverse Effect.  BAM is duly licensed or qualified to do business and is in good 
standing (where such concept is recognized under applicable Law) in each jurisdiction in 
which the nature of the business conducted by it or the character or location of the 
properties and assets owned or leased by it makes such licensing or qualification 
necessary, except where the failure to be so licensed, qualified or in good standing would 
not reasonably be expected to have a BAM Material Adverse Effect.  BAM has made 
available to the Company true, complete and correct copies of BAM Organizational 
Documents. 

SECTION 6.02. Capitalization.  BAM has an authorized capitalization 
as of the date of this Agreement consisting of an unlimited number of class A preference 
shares, an unlimited number of class A limited voting shares (“BAM Class A Stock”) and 
21,280 class B limited voting shares (“BAM Class B Stock”), and as of the May 31, 
2023, no shares of class A preference shares were issued and outstanding, 412,439,447 
shares of BAM Class A Stock were issued and outstanding and 21,280 shares of BAM 
Class B Stock were issued and outstanding. All the outstanding shares of capital stock or 
other equity interests of BAM and of BAM ULC that are owned by BAM have been duly 
and validly authorized and issued, are fully paid and non-assessable and, in the case of 
shares of BAM ULC owned by BAM, are owned free and clear of any lien, charge, 
encumbrance, security interest, restriction on voting or transfer or any other claim of any 
third party, except where the failure to be so authorized and issued, fully paid and non-
assessable, owned by BAM, free and clear of any lien, charge, encumbrance, security 
interest, restriction on voting or transfer or any other claim could not reasonably be 
expected to have a BAM Material Adverse Effect. The shares of BAM Class A Stock to 
be delivered as Stock Consideration pursuant to this Agreement are, and shall be as of 
their delivery in accordance with the terms of this Agreement to the holders of Common 
Stock as of immediately prior to the Effective Time, free and clear of any Lien or 
restriction on voting or transfer, other than Liens created by or through the actions of 
such holders or any of their respective Affiliates, and any Liens arising under or relating 
to applicable securities laws. 
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SECTION 6.03. Authority; Noncontravention. 

(a) BAM has all necessary power and authority to execute and deliver 
this Agreement, to perform its obligations hereunder and to consummate the 
Transactions.  The execution, delivery and performance by BAM of this Agreement, and 
the consummation by BAM of the Transactions, have been duly authorized by BAM, and 
no other action (including any shareholder vote or other action) on the part of BAM or 
any of its Affiliates is necessary to authorize the execution, delivery and performance by 
BAM of this Agreement and the consummation by BAM of the Transactions (including 
the delivery BAM Class A Stock as Stock Consideration pursuant to this Agreement).  
This Agreement has been duly executed and delivered by BAM and, assuming due 
authorization, execution and delivery hereof by each other party, constitutes a legal, valid 
and binding obligation of BAM, enforceable against it in accordance with its terms, 
except that such enforceability may be limited by and is subject to the Bankruptcy and 
Equity Exception. 

(b) Neither the execution and delivery of this Agreement by BAM, nor 
the consummation by BAM of the Transactions, nor performance of or compliance by 
BAM with any of the terms or provisions hereof, will (i) conflict with or violate any 
provision of the BAM Organizational Documents or other comparable charter or 
organizational documents of (A) BAM or (B) any of BAM’s other Subsidiaries or 
(ii) assuming (A) compliance with the matters set forth in Section 4.03(c) (other than 
Section 4.03(c)(ii)(A)) (and assuming the accuracy of the representations and warranties 
made in such Section 4.03(c)), (B) that the actions described in Section 6.03(a) have been 
completed, (C) that the Consents referred to in Section 6.04 are obtained and (D) that the 
filings referred to in Section 6.04 are made and any waiting periods thereunder have 
terminated or expired, in the case of each of the foregoing clauses (A) through (D), prior 
to the Effective Time, (x) assuming the accuracy of the representations and warranties in 
Section 4.26, violate any Law applicable to BAM or any of its Affiliates, (y) require any 
consent or notice, or conflict with, violate or constitute a default under any of the terms, 
conditions or provisions of any material Contract to which BAM or any of its 
Subsidiaries is a party or give rise to any right of purchase, termination, amendment, 
acceleration or cancellation under, result in the loss of any benefit under or result in the 
triggering of any payments pursuant to, obligations under any such material Contract or 
(z) result in the creation of any Lien on any properties or assets of BAM or any of its 
Subsidiaries, except, in the case of clauses (ii)(y) and (ii)(z), as would not reasonably be 
expected to have a BAM Material Adverse Effect. 

SECTION 6.04. Governmental Approvals.  Except for (a) compliance 
with the applicable requirements of the Exchange Act and Securities Act and the rules 
and regulations thereunder, including the filing with the SEC of (i) the Proxy 
Statement/Prospectus, (ii) a registration statement on Form F-4 and declaration of 
effectiveness of the Form F-4 and (iii) such other reports required in connection with the 
Transactions, (b) filings required under, and compliance with the rules and regulations of 
the NYSE, including the approvals of the NYSE to authorize the listing of such shares of 
BAM Class A Stock, (c) filings required under, and compliance with other applicable 
requirements of, the HSR Act, and such other Consents, filings, declarations or 
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registrations as are required to be made or obtained under any other Antitrust Laws, 
(d) compliance with any applicable state securities or blue sky laws, (e) the Company 
Insurance Approvals (assuming the accuracy of the representations and warranties made 
in Section 4.04(g) and the completeness of Section 4.04(g) of the Company Disclosure 
Letter) and (f) such other Consents, filings, declarations or registrations that, if not 
obtained, made or given, would not reasonably be expected to have a BAM Material 
Adverse Effect, and assuming the accuracy of the representations and warranties made in 
Section 4.26, no Consent of, or filing, declaration or registration with, any Governmental 
Authority is necessary for the execution and delivery of this Agreement by BAM, the 
performance by BAM of its obligations hereunder and the consummation by BAM of the 
Transactions. 

SECTION 6.05. Investment Company Act.  BAM is not, and after 
giving effect to the exchange of BAM Class A Stock for Common Stock by the holders 
thereof, will not be an “investment company” or an entity “controlled” by an “investment 
company” within the meaning of the Investment Company Act of 1940, as amended, and 
the rules and regulations of the SEC thereunder. 

SECTION 6.06. Certain Arrangements.  As of the date of this 
Agreement, there are no Contracts or other arrangements or understandings (whether oral 
or written) or commitments to enter into Contracts or other arrangements or 
understandings (whether oral or written) (a) between BAM or any of its Affiliates, on the 
one hand, and any member of the Company’s management or the Company Board, on the 
other hand, that relate in any way to the Company or any of its Subsidiaries or the 
Transactions, (b) pursuant to which any shareholder of the Company would be entitled to 
receive consideration of a different amount or nature than the Merger Consideration or 
pursuant to which any shareholder of the Company agrees to vote to approve the Merger 
and this Agreement or agrees to vote against any Superior Proposal or (c) between BAM 
or any of its Affiliates, on the one hand, and any holder of Company Awards, on the other 
hand, pursuant to which such holder would be entitled to receive consideration of a 
different amount or nature than the consideration payable pursuant to Section 3.03. 

SECTION 6.07. Information Supplied.  None of the information 
supplied or to be supplied by or on behalf of BAM or any of its Affiliates for inclusion or 
incorporation by reference in the Form F-4 or the Proxy Statement/Prospectus to be sent 
to the Company’s shareholders in connection with the Company Shareholders Meeting 
(including any amendment or supplement thereto or document incorporated by reference 
therein) shall, on the date the Proxy Statement/Prospectus is first mailed to the 
Company’s shareholders, at the time of any amendment thereof or supplement thereto 
and at the time of the Company Shareholders Meeting, or at the time the Form F-4 (and 
any amendment or supplement thereto) is declared effective, contain any untrue statement 
of a material fact or omit to state a material fact required to be stated therein or necessary 
in order to make the statements therein, in light of the circumstances under which they 
are made, not misleading or omit to state a material fact necessary to correct any 
statement in any earlier communication with respect to the solicitation of proxies for the 
Company Shareholders Meeting which has become false or misleading. 
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SECTION 6.08. BAM SEC Documents; Undisclosed Liabilities. 

(a) BAM has filed with or furnished to (as applicable) the SEC the 
BAM SEC Documents.  As of their respective effective dates (in the case of BAM SEC 
Documents that are registration statements filed pursuant to the requirements of the 
Securities Act) or their respective SEC filing dates (in the case of all other BAM SEC 
Documents), or, if supplemented, modified or amended since the time of filing, as of the 
date of the most recent supplement, modification or amendment, the BAM SEC 
Documents complied in all material respects with the requirements of the Securities Act, 
the Exchange Act, the Sarbanes-Oxley Act and the applicable rules and regulations of the 
SEC promulgated thereunder, applicable to such BAM SEC Documents, and none of the 
BAM SEC Documents contained any untrue statement of a material fact or omitted to 
state a material fact necessary in order to make the statements therein, in light of the 
circumstances under which they were made, not misleading.  As of the date of this 
Agreement, there are no outstanding or unresolved comments from the SEC staff with 
respect to any BAM SEC Document. 

(b) Each of the consolidated financial statements of BAM (including 
all related notes or schedules) included or incorporated by reference in the BAM SEC 
Documents complied as to form, as of the dates and for the periods referred to therein and 
as of their respective dates of filing with the SEC, in all material respects with the 
applicable accounting requirements and published rules and regulations of the SEC, the 
Securities Act and the Exchange Act with respect thereto, have been prepared in all 
material respects in accordance with GAAP as in effect on the date of such statement 
(except, in the case of unaudited quarterly statements, for normal and recurring year-end 
adjustments) applied on a consistent basis during the periods involved (except (i) as may 
be indicated in the notes thereto or (ii) as permitted by Regulation S-X) and fairly present 
in all material respects the consolidated financial position of BAM and its consolidated 
Subsidiaries as of the dates thereof and the consolidated results of their operations, 
changes in shareholders’ equity and cash flows for the periods shown (subject, in the case 
of unaudited quarterly financial statements, to normal year-end adjustments).  Since 
November 21, 2022, BAM has not made any material change in the accounting practices 
or policies applied in the preparation of its financial statements, except as required by 
GAAP, SEC rule or policy or applicable Law.  None of BAM or its Subsidiaries is a 
party to, or has any obligation or other commitment to become a party to, any “off 
balance sheet arrangement” (as defined in Item 303(a) of Regulation S-K promulgated by 
the SEC). 

(c) Neither BAM nor any of its Subsidiaries has any liabilities of any 
nature (whether accrued, absolute, contingent or otherwise) that would be required under 
GAAP, as in effect on the date of this Agreement, to be reflected on a consolidated 
balance sheet of BAM (including the notes thereto) except liabilities (i) reflected or 
reserved against in the balance sheet (or the notes thereto) of BAM and its Subsidiaries as 
of December 31, 2022, included in the Filed SEC Documents, (ii) incurred after 
December 31, 2022, in the ordinary course of business, (iii) as contemplated by this 
Agreement or otherwise incurred in connection with the Transactions, (iv) as relate to 
Taxes or (v) as would not reasonably be expected to prevent or to impede, interfere with, 
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hinder or delay in any material respect the consummation of the Transactions or be 
material to BAM and its Subsidiaries, taken as a whole. 

(d) BAM is, and since November 21, 2022, has been, in compliance in 
all material respects with the provisions of the Sarbanes-Oxley Act that are applicable to 
BAM.   

(e) No material weaknesses exist with respect to the internal control 
over financial reporting of BAM that would be required to be disclosed by BAM pursuant 
to Item 308(a)(3) of Regulation S-K promulgated by the SEC that have not been 
disclosed in the BAM SEC Documents as filed with or furnished to the SEC prior to the 
date of this Agreement.  BAM maintains a system of internal controls over financial 
reporting (as defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) that is 
designed to provide reasonable assurances (x) regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance 
with GAAP, (y) that receipts and expenditures of BAM are being made only in 
accordance with authorizations of management and the directors of BAM and 
(z) regarding prevention or timely detection of the unauthorized acquisition, use or 
disposition of BAM’s and its Subsidiaries’ assets that could have a material effect on 
BAM’s financial statements.  BAM has established and maintains disclosure controls and 
procedures (as such term is defined in Rule 13a-15(e) and Rule 15d-15(e), as applicable, 
under the Exchange Act) as required by Rule 13a-15 under the Exchange Act, designed 
to ensure that information required to be disclosed by BAM in the reports that it files and 
submits under the Exchange Act is recorded, processed, summarized and reported within 
the time periods specified in the SEC’s rules and forms, including that the information 
required to be disclosed by BAM in the reports that it files and submits under the 
Exchange Act is accumulated and communicated to management of BAM, as 
appropriate, to allow timely decisions regarding required disclosure and to make the 
certifications required pursuant to Sections 302 and 906 of the Sarbanes-Oxley Act.  
Since November 22, 2022, neither BAM nor any of its Subsidiaries has received any 
written complaint, allegation, assertion or claim regarding the accounting or auditing 
practices, procedures, methodologies or methods of BAM or any of its Subsidiaries or 
their respective internal accounting controls or any allegation of fraud that involves 
management of BAM or any other employee of BAM or any of its Subsidiaries who has a 
significant role in BAM’s internal controls over financial reporting or disclosure controls 
and procedures.  BAM has disclosed, based on its most recent evaluation, to BAM’s 
outside auditors and the audit committee of the Board of Directors of BAM, (i) all 
significant deficiencies and material weaknesses in the design and operation of internal 
control over financial reporting which are reasonably likely to adversely affect in any 
material respect BAM’s ability to record, process, summarize and report financial data 
and (ii) any fraud, whether or not material, that involves management or other employees 
who have a significant role in BAM’s internal control over financial reporting. 

(f) BAM is in compliance in all material respects with the applicable 
listing and corporate governance rules and regulations of the NYSE and the Toronto 
Stock Exchange (“TSX”). 
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(g) As of the date hereof, except as disclosed in the BAM SEC 
Documents, within the last twelve (12) months, no event has occurred and no relationship 
exists that would be required to be reported by BAM pursuant to Item 404 of Regulation 
S-K. 

SECTION 6.09. Absence of Certain Changes.  From December 31, 2022 
through the date of this Agreement, except for (a) the execution, delivery and 
performance of this Agreement and the discussions, negotiations and transactions related 
thereto (including the Transactions) and to alternative transactions to the Transactions 
and (b) any COVID Measures, (i) the business of BAM has been conducted in all 
material respects in the ordinary course of business and (ii) there has not been any event 
or condition that has had, or would reasonably be expected to have, a BAM Material 
Adverse Effect. 

SECTION 6.10. Legal Proceedings.  Except as would not reasonably be 
expected to, individually or in the aggregate, have a BAM Material Adverse Effect, as of 
the date of this Agreement, there is no (a) Action pending or, to the Knowledge of BAM, 
threatened in writing, against BAM or any of its Affiliates or (b) outstanding injunction, 
order, judgment, ruling, decree or writ imposed upon BAM or any of its Affiliates, in 
each case, by or before any Governmental Authority. 

SECTION 6.11. Compliance with Laws. 

(a) BAM and each of its Affiliates and their respective officers, 
directors, and personnel are, and since July 4, 2022, have been, in compliance with all 
Laws, judgments, decrees and orders of Governmental Authorities and Permits, in each 
case, applicable to BAM or any of its Affiliates, except as would not reasonably be 
expected to have a BAM Material Adverse Effect.   

(b) Except as would not reasonably be expected to have a BAM 
Material Adverse Effect neither BAM nor any of its Affiliates is a party to any agreement 
or settlement with any Governmental Authority, under which it has any ongoing 
obligations or restrictions, with respect to any actual or alleged violation of any 
applicable Law. 

(c) BAM, each of its Affiliates, and, to the Knowledge of BAM, each 
of their respective directors, officers, employees, agents, representatives or sales 
intermediaries (each in their capacities as such) and any other third party acting on behalf 
of BAM or any of its Affiliates, has, since July 4, 2022, complied with all applicable 
Specified Business Conduct Laws, except as would not reasonably be expected to  have a 
BAM Material Adverse Effect. 

(d) Except as would not reasonably be expected to have a BAM 
Material Adverse Effect, since July 4, 2022, neither BAM nor any of its Affiliates, nor, to 
the Knowledge of BAM, any of their respective directors, officers or employees (each in 
their capacities as such) has been, subject to any actual, pending or threatened civil, 
criminal or administrative actions, suits, demands, claims, hearings, notices of violation, 
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investigations, proceedings, demand letters, settlements or enforcement actions, or made 
any disclosures to any Governmental Authority, involving BAM or any of its Affiliates, 
in any way relating to any applicable Specified Business Conduct Laws. 

(e) Neither BAM nor any of its Affiliates, nor, to the Knowledge of 
BAM, any of their respective directors, officers, employees, agents, representatives or 
sales intermediaries (each in their capacities as such) or any other third party acting on 
behalf of BAM or any of its Affiliates, is a Sanctioned Person. 

(f) Except as would not reasonably be expected to have a BAM 
Material Adverse Effect, since July 4, 2022, neither BAM nor any of its Affiliates, nor, to 
the Knowledge of BAM, any of their respective directors, officers, employees, agents, 
representatives, sales intermediaries or any other third party acting on their behalf, has 
engaged in any dealings, transactions, activity or conduct with, involving or for the 
benefit of, any Sanctioned Person in violation of any Specified Business Conduct Laws. 

SECTION 6.12. Brokers and Other Advisors.  No broker, investment 
banker, financial advisor or other Person is entitled to any broker’s, finder’s, financial 
advisor’s or other similar fee or commission in connection with the Transactions based 
upon arrangements made by or on behalf of BAM, any of its Subsidiaries or any of their 
respective directors, officers or employees. 

ARTICLE VII 
 

ADDITIONAL COVENANTS AND AGREEMENTS 

SECTION 7.01. Conduct of Business by the Company. 

(a) During the period from the date of this Agreement through the 
earlier of the Closing and the termination of this Agreement, except as required by 
applicable Law, as expressly required by an Insurance Regulator, a Governmental 
Authority or the National Association of Insurance Commissioners (“NAIC”) or as 
expressly required or permitted by this Agreement or described in Section 7.01(a) of the 
Company Disclosure Letter, unless Parent otherwise requests or consents in writing (such 
consent not to be unreasonably withheld, conditioned or delayed), (w) the Company 
shall, and shall cause each of its Subsidiaries to, carry on its business in all material 
respects in the ordinary course, (x) to the extent consistent with clause (w) and subject to 
clause (y), the Company shall, and shall cause its Subsidiaries to, use its and their 
commercially reasonable efforts to (1) preserve their respective business organizations 
substantially intact, (2) preserve existing relations with Governmental Authorities, 
policyholders, reinsurance providers, rating agencies, producers, service providers and 
other Persons with whom the Company or its Subsidiaries have significant business 
relationships, and (3) retain the services of its and their current officers and key 
employees, in each case, in all material respects and (y) the Company shall not, and shall 
not permit any of its Subsidiaries to (it being understood that no act or omission by the 
Company or any of its Subsidiaries with respect to the matters specifically addressed by 
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any provision of this clause (y) below shall be deemed to be a breach of clause (w) or 
(x)): 

(i) (A) issue, sell or grant, or authorize the issue, sale or grant of, any 
Common Stock, Preferred Stock or other equity or voting interests of the 
Company, or any securities or rights convertible into, exchangeable or exercisable 
for, or evidencing the right to subscribe for, any Common Stock, Preferred Stock 
or other equity or voting interests of the Company or any of its Subsidiaries, or 
any options, rights, warrants or other commitments or agreements to acquire from 
the Company or any of its Subsidiaries, or that obligate the Company or any of its 
Subsidiaries to issue, any share capital of, or other equity or voting interests in, or 
any securities convertible into or exchangeable for shares of, or other equity or 
voting interests in, the Company or any of its Subsidiaries; provided that the 
Company may issue Common Stock, Preferred Stock or other securities as 
required pursuant to the vesting, settlement or exercise of Company Awards or 
Company Rights, in either case, that are (x) outstanding on the date of this 
Agreement in accordance with the terms of the applicable Company Award or 
Company Right in effect on the date of this Agreement or (y) granted after the 
date of this Agreement in accordance with Section 7.01(a) of the Company 
Disclosure Letter; provided, further, that the Subsidiaries of the Company may 
make any such issuances, sales or grants to the Company or a direct or indirect 
wholly owned Subsidiary of the Company, (B) redeem, purchase or otherwise 
acquire, or propose to redeem, purchase or otherwise acquire, any outstanding 
Common Stock, Preferred Stock or other equity or voting interests of the 
Company, or any other securities or indebtedness of the Company, or any rights, 
warrants or options to acquire any Common Stock, Preferred Stock or other 
equity or voting interests of the Company, or any other securities or indebtedness 
of the Company, except (x) the acquisition by the Company of Common Stock in 
connection with the surrender of Common Stock by a holder of a Company 
Option in order to pay the exercise price of such Company Option or (y) the 
withholding or disposition of Common Stock to satisfy Tax withholding 
obligations with respect to Company Awards, (C) in the case of the Company, 
establish a record date for, declare or propose to declare, set aside for payment or 
pay any dividend on, or make any other distribution in respect of the Preferred 
Stock or other equity or voting interests of the Company, in each case, other than 
cash dividends with respect to the Common Stock and the Preferred Stock as set 
forth in Section 7.01(a)(i) of the Company Disclosure Letter or (D) adjust, split, 
combine, subdivide or reclassify, or propose to adjust, split, combine, subdivide 
or reclassify, any Common Stock, Preferred Stock or other equity or voting 
interests of the Company or any of its Subsidiaries, or any other securities in 
respect thereof, in lieu thereof or in substitution therefor; 

(ii)  (A) incur, assume, guarantee or otherwise become responsible for 
any Indebtedness for borrowed money, except for (v) Indebtedness incurred 
solely between the Company and any of its Subsidiaries or solely between its 
Subsidiaries, (w) subject to Section 7.01(a)(xx), any incurrence, assumption or 
guarantee of indebtedness by any Company Insurance Subsidiary in the ordinary 
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course (including any letters of credit issued in connection with ordinary course 
reinsurance transactions), (x) guarantees of Indebtedness incurred in compliance 
with this Section 7.01(a)(ii), (y) Indebtedness in replacement of or to refinance 
existing Indebtedness, provided that such replacement or refinancing indebtedness 
is in an aggregate principal amount not greater than the principal amount of debt 
so replaced or prepaid (plus any fees, premiums or penalties payable in 
connection with such replacement or refinancing) and (z) any other incurrence, 
assumption or guarantee of Indebtedness so long as the aggregate principal 
amount thereof does not exceed $25,000,000, or (B) enter into any swap or 
hedging transaction or other derivative agreements (or amend or modify any such 
transaction or agreement) other than in the ordinary course of business and in 
compliance with the Investment Guidelines; provided that, in each case under this 
clause (ii), the incurrence or replacement of any Indebtedness that is extinguished 
in full prior to, or concurrently with, the Closing in an amount not to exceed 
$25,000,000 in the aggregate shall not be deemed to be a breach of this provision; 

(iii) sell, lease or place under management to or by any Person, in a 
single transaction or series of related transactions, any of its owned properties or 
assets (other than Intellectual Property, which is the subject of Section 
7.01(a)(xix)) whose value or purchase price exceeds $10,000,000 individually, or 
$25,000,000 in the aggregate, except for (A) dispositions of obsolete, surplus or 
worn out assets or assets that are no longer used or useful in the conduct of the 
business of the Company or any of its Subsidiaries, (B) transfers among the 
Company and its Subsidiaries, (C) leases and subleases of real property owned or 
leased by the Company and any of its Subsidiaries, (D) pursuant to Contracts in 
effect on the date of this Agreement (or entered into after the date of this 
Agreement in compliance with this Agreement) or (E) subject to Section 
7.01(a)(xx), other transactions in the ordinary course of business (including 
portfolio management transactions by Company Insurance Subsidiaries) or 
consistent with the Investment Guidelines (including in connection with cash 
management or investment portfolio activities); 

(iv) make any loans, advances or capital contributions to, or 
investments in, any other person (other than any Subsidiary of the Company) 
other than (A) loans by any Company Insurance Subsidiary that constitute 
Investment Assets subject to Section 7.01(a)(xx) or made in the ordinary course 
of business not to exceed $1,000,000 individually, or $25,000,000 in the 
aggregate, (B) advances for expenses incurred in the ordinary course of business, 
(C) subject to Section 7.01(a)(xx), as relates to Investment Assets made in the 
ordinary course of business and (D) in connection with transactions permitted 
pursuant to Section 7.01(a)(v); 

(v) make any acquisition (including by merger or amalgamation) of 
the share capital or other equity or voting interests of any other Person or a 
material portion of the assets of any other Person or any business or any 
corporation, partnership, joint venture, association or other business organization 
or division thereof, in each case for consideration in excess of $10,000,000 
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individually or $25,000,000 in the aggregate, except for and subject to Section 
7.01(a)(xx), Investment Assets acquired in the ordinary course of business; 

(vi) except as required pursuant to the terms of any Company Plan in 
effect on the date of this Agreement, (A) grant to any Company Employee with an 
annual base salary or annualized base wage rate (as applicable) of (1) $250,000 or 
above, any increase in compensation or benefits (or pay any bonus to, or grant any 
loan to any such Company Employees) and (2) below $250,000 an increase in 
excess of 5% of such employee’s annual base salary or annualized base wage rate 
(as applicable) in effect as of the date hereof, (B) grant any new (or increase any 
existing) rights to any current or former director, officer or employee of the 
Company or any of its Subsidiaries in respect of any severance, change in control, 
retention, termination or similar compensation or benefits, (C) make any bonus, 
bonus opportunity, incentive award, equity or equity-based award to any current, 
former or prospective director, officer, employee, agent or consultant of the 
Company or any Company Subsidiary, (D) take any action to accelerate the 
vesting or lapse of restrictions or payment, or to fund or secure the payment of, 
any compensation or benefits, (E) establish, adopt, enter into, terminate, modify 
or amend any material Company Plan (other than ministerial or other 
administrative changes that do not materially increase the cost to the Company 
and its Subsidiaries of administering the Company Plan) or collective bargaining 
agreement or other agreement with a labor union, works council, trade union, 
labor association or other employee representative organization, (F) hire 
or terminate (other than for “cause”) the employment of any individual who is or 
would be (as applicable) a Company Employee with an annual base salary or 
annualized base wage rate (as applicable) of $250,000 or above; provided, 
however, that the foregoing shall not restrict the Company or any of its 
Subsidiaries from entering into or making available to newly hired employees or 
to current Company Employees with an annual base salary or annualized base 
wage rate (as applicable) below $250,000 in the context of promotions based on 
job performance or workplace requirements, in each case, in the ordinary course 
of business, plans, agreements, benefits and compensation arrangements 
(excluding equity-based incentive grants) that have terms and a value that is 
consistent with the past practice of making compensation and benefits available to 
newly hired or promoted employees in similar positions; 

(vii) issue or forgive any loans (other than routine travel or business 
expense advances issued in the ordinary course of business) to any employee, 
director or independent contractor (who is a natural person) of the Company or 
any of its Subsidiaries; 

(viii) make any material changes, alterations or departures in financial 
accounting methods, principles or practices materially affecting the consolidated 
assets, liabilities or results of operations of the Company and its Subsidiaries, 
except insofar as may be required by (or in the reasonable good faith judgment of 
the Company, advisable under) (A) GAAP (or any interpretation thereof), 
including pursuant to standards, guidelines and interpretations of the FASB or any 
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similar organization, (B) Applicable SAP (or any interpretation thereof), 
including pursuant to standards, guidelines and interpretations of the NAIC or 
(C) any applicable Laws, including Regulation S-X under the Securities Act, or 
any Governmental Authority; 

(ix) except as may be required by (or, in the reasonable good faith 
judgment of the Company, advisable under) (A) GAAP (or any interpretation 
thereof), including pursuant to standards, guidelines and interpretations of the 
FASB or any similar organization, (B) Applicable SAP (or any interpretation 
thereof), including pursuant to standards, guidelines and interpretations of the 
NAIC or (C) any applicable Laws or any Governmental Authority, alter, amend or 
depart from in any material respect any existing financial accounting practice 
guideline, policy or principle of the Company or any of its Subsidiaries; 

(x) except as may be required by (or, in the reasonable good faith 
judgment of the Company, advisable under) (A) GAAP (or any interpretation 
thereof), including pursuant to standards, guidelines and interpretations of the 
FASB or any similar organization, (B) Applicable SAP (or any interpretation 
thereof), including pursuant to standards, guidelines and interpretations of the 
NAIC or (C) any applicable Laws or any Governmental Authority, alter, amend or 
depart, in each case, that would result in a material deviation (with materiality 
measured relative to the Company and its Subsidiaries, taken as a whole) from 
any existing underwriting, reserving, claim handling, actuarial, loss control, 
investment, reinsurance or retrocession practice guideline, policy or principle of 
the Company and its Subsidiaries; 

(xi) (A) amend the Company Organizational Documents or (B) amend 
in any material respect the comparable organizational documents of any of the 
Subsidiaries of the Company in a manner that would reasonably be expected to 
prevent or to impede, interfere with, hinder or delay in any material respect the 
consummation of the Transactions; 

(xii) adopt a plan or agreement of complete or partial liquidation or 
dissolution, merger, amalgamation, consolidation, restructuring, recapitalization 
or other reorganization of the Company or any of its Subsidiaries (other than 
dormant Subsidiaries or, with respect to any merger, amalgamation or 
consolidation, other than among the Company and any wholly owned Subsidiary 
of the Company or among wholly owned Subsidiaries of the Company); 

(xiii) grant any Lien (other than Permitted Liens) on any of its material 
assets other than to secure Indebtedness permitted pursuant to Section 7.01(a)(ii); 

(xiv) other than in connection with claims under Insurance Contracts or 
Reinsurance Agreements, settle or compromise any pending or threatened Action 
against the Company or any of its Subsidiaries for a cash settlement amount of 
more than $10,000,000 individually or $25,000,000 in the aggregate (net of 
amounts reserved for such matters by the Company or any of its Subsidiaries or 
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amounts covered by insurance), or which settlement imposes any material 
restrictions on any of the future activities of the Company and its Subsidiaries or 
that imposes equitable relief on, or the admission of wrongdoing by, the 
Company, any of its Subsidiaries or any of their respective officers or directors; 

(xv) (A) make (inconsistent with past practice), change or revoke any 
Tax election that is material to the Company and its Subsidiaries, taken as a 
whole; (B) settle or compromise any audit, claim, assessment or other proceeding 
relating to a material amount of Tax; (C) make any change to any annual Tax 
accounting period or method of Tax accounting, which change is material to the 
Company and its Subsidiaries, taken as a whole; (D) amend, refile or otherwise 
revise any previously filed material Tax Return; (E) request a ruling relating to 
Tax (other than requests for automatic changes to methods of Tax accounting, 
which requests are exclusively addressed in clause (C) above); (F) enter into or 
terminate any agreement with any Tax authority with respect to Tax (other than 
agreements to settle or compromise such audits, claims, assessments or other 
proceedings referred to in clause (B), which are exclusively addressed in clause 
(B)); (G) surrender any right to claim a refund of material Taxes; (H) consent to 
any extension or waiver of the limitation period applicable to any Tax claim or 
Tax assessment that is, in each case, material to the Company and its Subsidiaries, 
taken as a whole; or (I) enter into any Tax sharing, indemnity or similar 
agreement (other than any such agreement (1) solely among the Company or any 
of its Subsidiaries or (2) that does not relate principally to Taxes); 

(xvi) (A) enter into any new material line of business that is not an 
annuity line of business and in which the Company and its Subsidiaries do not 
operate as of the date of this Agreement and which is not complementary to any 
existing lines of business of the Company and its Subsidiaries; provided, that the 
aggregate amount of the Company’s and its Subsidiaries’ general account assets 
used or reserved for use with respect to all such new lines of business do not 
exceed $200,000,000 in the aggregate; or (B) withdraw from any existing material 
line of business; 

(xvii)  (A) commute, recapture, terminate, materially amend or cause or 
permit (to the extent within the control of the Company and its Subsidiaries) the 
acceleration of any material amounts payable under any third-party Reinsurance 
Agreement, IMA or Material Contract, other than, in the case of any Material 
Contract evidencing Indebtedness, any amendment or waiver obtained pursuant 
to, and in accordance with, Section 7.17(c) or (B) enter into any Contract that 
would have been a Reinsurance Agreement with a third-party or an IMA or a 
Material Contract had it been entered into before the execution of this Agreement;  

(xviii) amend the Investment Guidelines set forth in Section 7.01(a)(xviii) 
of the Company Disclosure Letter in any material respect; 

(xix) voluntarily (A) abandon, dispose of or permit to lapse any 
Company Intellectual Property material to the Company and its Subsidiaries, 
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taken as a whole, other than in the ordinary course of business or at the end of the 
statutory term for such Company Intellectual Property, or (B) fail to maintain the 
secrecy of any material Trade Secrets included in the Company Intellectual 
Property, other than in the ordinary course of business; 

(xx) acquire or make any commitment to acquire Investment Assets, 
other than as set forth in Section 7.01(a)(xx) of the Company Disclosure Letter; or 

(xxi) authorize any of, or commit or agree, in writing or otherwise, to 
take any of, the foregoing actions. 

(b) Nothing in this Agreement is intended to give Parent, directly or 
indirectly, the right to control or direct the Company’s or its Subsidiaries’ operations 
prior to the Effective Time, and nothing in this Agreement is intended to give the 
Company, directly or indirectly, the right to control or direct Parent’s or its Subsidiaries’ 
operations.  Prior to the Effective Time, each of Parent and the Company shall exercise, 
consistent with the terms and conditions of this Agreement, complete control and 
supervision over its and its Subsidiaries’ respective operations. 

SECTION 7.02. Conduct of Business by BAM. 

(a) During the period from the date of this Agreement through the 
earlier of the Closing and the termination of this Agreement, except as required by 
applicable Law or as expressly required or permitted by this Agreement or described in 
Section 7.02(a) of the BAM Disclosure Letter, unless the Company otherwise consents in 
writing (such consent not to be unreasonably withheld, conditioned or delayed), (x) BAM 
shall, and shall cause each of its Subsidiaries to, carry on their respective businesses in all 
material respects in the ordinary course, and (y) BAM shall not, and shall not permit any 
of its Subsidiaries to (it being understood that no act or omission by BAM or any of its 
Subsidiaries with respect to the matters specifically addressed by any provision of this 
clause (y) below shall be deemed to be a breach of clause (x)): 

(i) establish a record date for, declare or propose to declare, set aside 
for payment or pay in respect of the BAM Class A Stock any (A) non-cash 
dividend or other non-cash distribution or (B) any cash dividend or other 
distribution other than regular quarterly cash dividends declared in the ordinary 
course of business consistent with BAM’s dividend policy as in effect on the date 
hereof and set forth in the BAM SEC Documents; 

(ii) (A) amend the BAM Organizational Documents or (B) amend in 
any material respect the comparable organizational documents of any of the 
Subsidiaries of BAM in a manner that would reasonably be expected to prevent or 
impede, interfere with, hinder or delay in any material respect the consummation 
of the Transactions; 

(iii) adopt a plan or agreement of complete or partial liquidation or 
dissolution, merger, amalgamation, consolidation, restructuring, recapitalization 
or other reorganization of or involving BAM or any of its Subsidiaries (other than 
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dormant Subsidiaries or, with respect to any merger, amalgamation or 
consolidation, other than among BAM and any wholly owned Subsidiary of BAM 
or among wholly owned Subsidiaries of BAM); or 

(iv) authorize any of, or commit or agree, in writing or otherwise, to 
take any of, the foregoing actions. 

(b) During the period that begins five business days before the BAM 
Class A Stock Price Measuring Period through the earlier of the Closing and the 
termination of this Agreement, except as required by applicable Law or as expressly 
required or permitted by this Agreement or described in Section 7.02(b) of the BAM 
Disclosure Letter, unless the Company otherwise consents in writing (such consent not to 
be unreasonably withheld, conditioned or delayed), BAM shall not, and shall not permit 
any of its Subsidiaries to redeem, purchase or otherwise acquire, or propose to redeem, 
purchase or otherwise acquire, any outstanding BAM Class A Stock or other equity or 
voting interests of BAM, or any other securities or indebtedness of BAM, or any rights, 
warrants or options to acquire any BAM Class A Stock or other equity or voting interests 
of BAM, or any other securities or indebtedness of BAM. 

SECTION 7.03. No Solicitation by the Company; Change in 
Recommendation. 

(a) Except as permitted by this Section 7.03, from and after the date 
hereof and continuing until the earlier of the Effective Time and the termination of this 
Agreement and abandonment of the Transactions pursuant to Article IX,  the Company 
shall, and the Company shall cause each of its Subsidiaries, and its and their respective 
directors, officers and employees to, and shall use its reasonable best efforts to cause its 
other Representatives to, (i) immediately cease any solicitation, encouragement, 
discussions or negotiations of or with any Persons that may be ongoing with respect to a 
Takeover Proposal and (ii) during the period from the date of this Agreement through the 
earlier of the Closing and the termination of this Agreement, not, directly or indirectly, 
(A) solicit, encourage, initiate or knowingly facilitate the submission of any inquiry or 
the making of any proposal, in each case, that constitutes, or would reasonably be 
expected to lead to, a Takeover Proposal, (B) engage in or otherwise participate in any 
discussions or negotiations regarding, or furnish to any other Person any material non-
public information for the purpose of facilitating, a Takeover Proposal or (C) approve or 
recommend, make any public statement approving or recommending, or enter into any 
letter of intent, agreement or agreement in principle that constitutes or would reasonably 
be expected to lead to a Takeover Proposal.  Promptly following the execution of this 
Agreement, the Company shall, to the extent it had not previously done so prior to the 
date of this Agreement, deliver a request to each Person that has previously executed a 
confidentiality agreement with the Company during the twelve (12) months prior to the 
date of this Agreement in connection with considering or making a Takeover Proposal to 
promptly return to the Company or destroy all non-public information previously 
furnished or made available to such Person or any of its Representatives by or on behalf 
of the Company or any of its Subsidiaries in accordance with the terms of the applicable 
confidentiality agreement and immediately terminate all physical and electronic dataroom 
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access previously granted to any such Persons or their Representatives.  The Company 
shall be liable for any action taken by any Representative of the Company that if taken by 
the Company would constitute a breach of this Section 7.03.  Notwithstanding the 
foregoing, the Company shall be permitted to waive any standstill provision to allow any 
Person to make a Takeover Proposal to the Company Board on a non-public basis if the 
Company Board has determined in good faith, after consultation with the Company’s 
outside legal counsel, that failure to take such action would reasonably be expected to be 
inconsistent with the directors’ fiduciary duties under applicable Law. 

(b) Notwithstanding anything contained in Section 7.03(a) or any 
other provision of this Agreement to the contrary, if at any time prior to obtaining the 
Required Shareholder Approval the Company receives a bona fide Takeover Proposal, 
then (i) the Company and its Representatives may contact such Person or group of 
Persons making the Takeover Proposal to clarify the terms and conditions thereof or to 
request that any Takeover Proposal made orally be made in writing and (ii) if the 
Company Board has determined in good faith, after consultation with the Company’s 
financial advisors and outside legal counsel, that such Takeover Proposal constitutes or 
could reasonably be expected to lead to a Superior Proposal, then the Company and its 
Representatives may (x) enter into an Acceptable Confidentiality Agreement with the 
Person or group of Persons making the Takeover Proposal and furnish pursuant thereto 
information (including non-public information) with respect to the Company and its 
Subsidiaries to the Person or group of Persons who has made such Takeover Proposal; 
provided that the Company shall simultaneously provide to Parent any information with 
respect to the Company and its Subsidiaries that is provided to any Person to the extent 
access to such information was not previously provided to Parent and its Representatives 
and (y) after entering into an Acceptable Confidentiality Agreement, engage in or 
otherwise participate in discussions or negotiations with the Person or group of Persons 
making such Takeover Proposal.  In no event may the Company or any of its Subsidiaries 
or any of their respective Representatives directly or indirectly reimburse or pay, or agree 
to reimburse or pay, the fees, costs or expenses of, or provide or agree to provide any 
compensation to, any Person or group of Persons (or any of its or their representatives or 
potential financing sources) making a Takeover Proposal in connection with any of the 
foregoing. 

(c) The Company shall promptly (and in any event within forty-eight 
(48) hours) notify Parent in the event that the Company or any of its Subsidiaries or its or 
their Representatives receives a Takeover Proposal and shall disclose to Parent a 
summary of the material terms and conditions of any such Takeover Proposal, including, 
if applicable, copies of any written requests, proposals or offers, including proposed 
agreements, but not the identity of the Person or group of Persons making such Takeover 
Proposal.  The Company shall keep Parent reasonably informed on a prompt basis of any 
material developments with respect to any such Takeover Proposal (including any 
material changes thereto).  For the avoidance of doubt, all information provided to Parent 
pursuant to this Section 7.03 will be subject to the terms of the Confidentiality 
Agreement. 
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(d) Neither the Company Board nor any committee thereof shall 
(x)(A) withhold or withdraw the Company Board Recommendation, (B) modify, qualify 
or amend the Company Board Recommendation in a manner adverse to Parent, (C) fail to 
include the Company Board Recommendation in the Proxy Statement/Prospectus, 
(D) approve, adopt or publicly endorse or recommend any Takeover Proposal, (E) refrain 
from recommending against any Takeover Proposal that is a tender offer or exchange 
offer, within 10 business days after the commencement of such tender offer or exchange 
offer pursuant to Rule 14d-2 of the Exchange Act (or such fewer number of business days 
as remain prior to the Company Shareholders Meeting as it may be adjourned or 
postponed) or (F) fail to publicly reaffirm the Company Board Recommendation within 
10 business days after receipt of a written request by Parent to make such public 
reaffirmation following the receipt by the Company of a Takeover Proposal that has not 
been withdrawn (or, if the Company Shareholders Meeting is scheduled to be held within 
10 business days of such request, within five business days of such request and in any 
event, prior to the date of the Company Shareholders Meeting) (other than in the case of a 
Takeover Proposal in the form of a tender offer or exchange offer which shall be 
governed by clause (D)); provided that Parent may make any such request only once in 
any 10 business day period and only once for each such Takeover Proposal and once for 
each material amendment to such Takeover Proposal (any prohibited action described in 
this clause (x) being referred to as an “Adverse Recommendation Change”) or 
(y) authorize, cause or permit the Company or any of its Subsidiaries to execute or enter 
into any letter of intent, memorandum of understanding, agreement in principle, merger 
agreement, acquisition agreement, amalgamation agreement or other similar agreement 
related to any Takeover Proposal, other than any Acceptable Confidentiality Agreement 
pursuant to Section 7.03(b) (each, a “Company Acquisition Agreement”).  
Notwithstanding the foregoing or any other provision of this Agreement to the contrary, 
prior to the time the Required Shareholder Approval is obtained, the Company Board 
may: 

(i) in response to an Intervening Event, if the Company Board has 
determined in good faith, after consultation with the Company’s financial 
advisors and outside legal counsel, that failure to take such action would be 
inconsistent with the directors’ fiduciary duties under applicable Law, make an 
Adverse Recommendation Change; and 

(ii) in response to a Superior Proposal, if the Company Board has 
determined in good faith, after consultation with the Company’s financial 
advisors and outside legal counsel, that failure to take such action would be 
inconsistent with the directors’ fiduciary duties under applicable Law, (A) make 
an Adverse Recommendation Change or (B) cause the Company to terminate this 
Agreement pursuant to Section 9.01(d)(ii) and enter into a Company Acquisition 
Agreement with respect to such Superior Proposal; 

provided that the Company has given Parent at least five business days’ prior written 
notice (a “Company Notice”) of its intention to make an Adverse Recommendation 
Change or has caused the Company to terminate this Agreement pursuant to Section 
9.01(d)(ii), which notice (I) in the case of an Intervening Event, specifies the material 
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effects, changes or events comprising such Intervening Event and (II) in the case of a 
Superior Proposal, discloses (1) the material terms and conditions of such Superior 
Proposal and the identity of the Person or group of Persons making such Superior 
Proposal and (2) a copy of the most current version of the Company Acquisition 
Agreement (if any) with respect to such Superior Proposal; provided, further, that, 
(X) during such five business day period (it being understood and agreed that any change 
to the financial or other material terms and conditions of a Superior Proposal shall require 
an additional Company Notice to Parent of two business days running from the date of 
such notice), the Company shall have, and shall have caused its Representatives to, 
negotiate with Parent in good faith (to the extent Parent wishes to negotiate) to make such 
amendments to the terms and conditions of this Agreement as would enable the Company 
Board to no longer make an Adverse Recommendation Change or a determination that a 
Takeover Proposal constitutes a Superior Proposal and (Y) the Company Board shall 
have determined following the end of such five business day period (as it may be 
extended pursuant to this Section 7.03(d)), after considering the results of such 
negotiations and any amendments to this Agreement, the Guaranty and/or the Voting 
Agreement committed to in writing by Parent, if any, and any other information offered 
by Parent, after consultation with the Company’s financial advisors and outside legal 
counsel, (i) that the Superior Proposal giving rise to such Company Notice continues to 
be a Superior Proposal or (ii) that failure to make an Adverse Recommendation Change 
in respect of the applicable Intervening Event would continue to be inconsistent with the 
directors’ fiduciary duties under applicable Law. 

(e) Nothing contained in this Section 7.03 or elsewhere in this 
Agreement shall prohibit the Company or the Company Board or any committee thereof 
from (i) taking and disclosing to shareholders of the Company a position or 
communication contemplated by Rule 14e-2(a), Rule 14d-9 or Item 1012(a) of 
Regulation M-A promulgated under the Exchange Act (it being understood that any such 
communication to the shareholders of the Company shall not be deemed to be an Adverse 
Recommendation Change) or (ii) making any disclosure or communication to 
shareholders of the Company that the Company Board determines in good faith, based on 
the advice of its outside legal counsel, is required by the directors’ fiduciary duties, 
applicable Law or the rules and policies of the NYSE. 

(f) As used in this Section 7.03, “group” has the meaning ascribed to 
it in Rule 13d-5 promulgated under the Exchange Act. 

SECTION 7.04. Preparation of the Proxy Statement/Prospectus, Form F-
4; Shareholders Meeting and Approval. 

(a) As soon as reasonably practicable following the date of this 
Agreement, the Company shall prepare and file with the SEC the Proxy 
Statement/Prospectus and Parent and BAM shall prepare and file with the SEC the Form 
F-4, in each case, in preliminary form.  The Proxy Statement/Prospectus will be included 
in and will constitute a part of the Form F-4. Parent, BAM and the Company shall make 
available to each other all information, and provide such other assistance, as may be 
reasonably requested in connection with the preparation, filing and distribution of the 
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Proxy Statement/Prospectus and the Form F-4.  Such information and assistance shall 
include, if requested by Parent or BAM, the provision of such financial statements or 
other information of the Company and the Company Subsidiaries that are required to be 
included or incorporated by reference into the Form F-4, and BAM and the Company 
shall use reasonable best efforts, in each case, to cause their auditors (and any other 
current or former auditors of BAM or any BAM Subsidiary or the Company or any 
Company Subsidiary, as the case may be) to deliver any required consents in respect of 
any financial statements of BAM or any BAM Subsidiary or the Company or any 
Company Subsidiary, as the case may be, to be included or incorporated by reference into 
the Form F-4.  The Company hereby consents to the inclusion or incorporation by 
reference into the Form F-4 of any financial statements or other information relating to 
the Company or any Company Subsidiary required to be included or incorporated by 
reference therein.  Each of Parent, BAM and the Company shall use its reasonable best 
efforts to respond as promptly as reasonably practicable to any comments of the SEC 
with respect thereto and to have the Proxy Statement/Prospectus cleared by the SEC, and 
the Form F-4 declared effective by the SEC, in each case as promptly as reasonably 
practicable. Parent, BAM and the Company shall notify each other promptly of the 
receipt of any comments from the SEC or its staff and of any request by the SEC or its 
staff for amendments or supplements to the Proxy Statement/Prospectus or Form F-4 or 
for additional information and promptly shall supply each other with copies of all 
correspondence between it or any of its Representatives, on the one hand, and the SEC or 
its staff, on the other hand, with respect to the Proxy Statement/Prospectus or Form F-4. 
Notwithstanding the foregoing, prior to filing or mailing the Proxy Statement/Prospectus 
or Form F-4 (or any amendment or supplement thereto) or responding to any comments 
of the SEC with respect thereto, each of Parent, BAM and the Company, as the case may 
be, (i) shall provide the other party with a reasonable opportunity to review and comment 
on such document or response (including the proposed final version of such document or 
response), (ii) shall consider in good faith all comments reasonably proposed by such 
other party and (iii) shall not file or mail such document or respond to the SEC prior to 
receiving such other party’s approval, which approval shall not be unreasonably 
withheld, conditioned or delayed.  Each of the Company and the Parent Entities shall 
advise the other, promptly after receipt of notice thereof, of the time of effectiveness of 
the Form F-4, the issuance of any stop order relating thereto or the suspension of the 
qualification of the shares of BAM Class A Stock to be issued as Stock Consideration for 
offering or sale in any jurisdiction, and each of the Company, Parent and BAM will use 
its reasonable best efforts to have any such stop order or suspension lifted, reversed or 
otherwise terminated. Each of the Company and the Parent Entities will also take any 
other action (other than qualifying to do business in any jurisdiction in which it is not 
now so qualified) required to be taken under the Securities Act, the Exchange Act, any 
applicable state securities or “blue sky” laws and the rules and regulations thereunder in 
connection with the Transactions. 

(b) If, prior to (i) receipt of the Required Shareholder Approval in the 
case of the Proxy Statement/Prospectus or (ii) the Effective Time in the case of the Form 
F-4, any event or change occurs that is required to be described in an amendment of, or a 
supplement to, the Proxy Statement/Prospectus or Form F-4, BAM, Parent or the 
Company, as the case may be, shall promptly notify the other party of such event or 
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change, and BAM, Parent and the Company shall cooperate to promptly prepare and file 
with the SEC any necessary amendment or supplement to the Proxy 
Statement/Prospectus or Form F-4 and, as required by applicable Law, disseminate the 
information contained in any such amendment or supplement to the Proxy 
Statement/Prospectus or Form F-4 to the Company’s shareholders. 

(c) Subject to Section 7.04(a), the Company shall take all necessary 
actions in accordance with applicable Law, the Company Organizational Documents and 
the rules of the NYSE to establish a record date for, duly call, give notice of, convene and 
hold a meeting of its shareholders (including any adjournment, recess, reconvening or 
postponement thereof, the “Company Shareholders Meeting”) for the purpose of 
obtaining the Required Shareholder Approval, as soon as reasonably practicable after the 
Form F-4 is declared effective under the Securities Act.  The Company shall not change 
the record date for the Company Shareholders Meeting without the prior written consent 
of Parent (not to be unreasonably withheld, conditioned or delayed).  In furtherance of the 
foregoing and in consultation with Parent, as soon as reasonably practicable after the date 
hereof, the Company shall set one or more preliminary record dates for the Company 
Shareholders Meeting and commence a broker search pursuant to Section 14a-13 of the 
Exchange Act.  Subject to Section 7.03, the Company shall use its reasonable best efforts 
to obtain the Required Shareholder Approval.  Notwithstanding anything to the contrary 
in this Agreement, the Company may, in its sole discretion, adjourn, recess, reconvene or 
postpone the Company Shareholders Meeting if the Company reasonably believes that 
(i) such adjournment, recess, reconvening or postponement is necessary to ensure that 
any required supplement or amendment to the Proxy Statement/Prospectus is provided to 
the Company’s shareholders within a reasonable amount of time in advance of the 
Company Shareholders Meeting, (ii) after consultation with Parent, at the time of the 
Originally Scheduled Date, (A) there will be an insufficient number of shares of Common 
Stock present (either in person or by proxy) to constitute a quorum necessary to conduct 
the business of the Company Shareholders Meeting or (B) there will be an insufficient 
number of proxies to obtain the Required Shareholder Approval or (iii) such 
adjournment, recess, reconvening or postponement is required by Law or a court or other 
Governmental Authority of competent jurisdiction in connection with any Actions in 
connection with this Agreement or the Transactions or has been requested by the SEC or 
its staff; provided that, in the case of an adjournment, recess, reconvening or 
postponement pursuant to clause (ii) of this Section 7.04(c), the Company Shareholders 
Meeting shall not be adjourned, recessed, reconvened or postponed (x) to a date later than 
the third business day preceding the Outside Date or (y) for more than 15 business days 
from the Originally Scheduled Date, in each case, without the prior written consent of 
Parent.  The Company shall keep Parent updated with reasonable frequency with respect 
to proxy solicitation results with respect to obtaining the Required Shareholder Approval. 

(d) Subject to the provisions of Section 7.03, the Company shall use 
its reasonable best efforts to solicit from its shareholders proxies in favor of the approval 
of this Agreement and the Merger and use its reasonable best efforts to take all other 
actions reasonably necessary or advisable to secure the Required Shareholder Approval 
(to the extent permitted by Law).  Without limiting the generality of the foregoing, if, at 
the time of the Originally Scheduled Date, (A) there will be an insufficient number of 
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Common Stock present (either in person or by proxy) to constitute a quorum necessary to 
conduct the business of the Company Shareholders Meeting or (B) there will be an 
insufficient number of proxies to obtain the Required Shareholder Approval, then the 
Company shall, at the request of Parent (to the extent permitted by Law) adjourn, recess, 
reconvene or postpone the Company Shareholders Meeting; provided that the Company 
shall not be required pursuant to this sentence to adjourn the Company Shareholders 
Meeting more than two times or for more than 15 business days in the aggregate from the 
Originally Scheduled Date. Without the prior written consent of Parent (not to be 
unreasonably withheld, conditioned or delayed), the approval of this Agreement and 
Transactions shall be the only matters (other than matters of procedure and matters 
required by Law to be voted on by the shareholders of the Company in connection with 
the approval of this Agreement and the Transactions) that the Company shall propose to 
be acted on by the shareholders of the Company at the Company Shareholders Meeting. 
The Company agrees that, unless this Agreement shall have been terminated in 
accordance with Article IX, the Company’s obligations to hold the Company 
Shareholders Meeting pursuant to this Section 7.04 shall not be affected by the 
commencement, public proposal, public disclosure or communication to the Company of 
any Takeover Proposal or by any Adverse Recommendation Change.   

SECTION 7.05. Reasonable Best Efforts. 

(a) Subject to the terms and conditions of this Agreement, each of 
Parent, Merger Sub and the Company shall, and shall cause its respective Affiliates, to, 
use its reasonable best efforts to (i) take, or cause to be taken, all actions, and do, or cause 
to be done, and assist and cooperate with each other party in doing, all things necessary, 
proper or advisable to cause the conditions to Closing to be satisfied as promptly as 
reasonably practicable (including, without limitation, with respect to obtaining all 
applicable regulatory approvals and consents) and to consummate and make effective, in 
the most expeditious manner reasonably practicable, the Merger, including (A) using 
reasonable best efforts to prepare and file promptly and fully all documentation to effect 
all necessary filings, notices, petitions, statements, registrations, submissions of 
information, applications and other documents and (B) using reasonable best efforts to 
execute and deliver any additional instruments necessary, proper or advisable to 
consummate the Transactions, (ii) obtain all Consents from any Governmental Authority 
or third party necessary, proper or advisable to consummate the Transactions (including 
any such Consents required with respect to the Company Insurance Approvals, the Parent 
Insurance Approvals and under applicable Antitrust Laws), including by providing 
(following a reasonable opportunity for consultation) to a Governmental Authority any 
information requested by such Governmental Authority in connection with such 
Consents, and (iii) take any and all steps that are necessary, proper or advisable to avoid 
each and every impediment under any applicable Law that may be asserted by, or Action 
that may be entered by, any Governmental Authority with respect to this Agreement or 
the Transactions, as promptly as practicable. In accordance with Section 10.12, each 
party shall bear its own costs and expenses for making its respective filings with, and 
obtaining its respective Consents from, Governmental Authorities. 
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(b) In furtherance and not in limitation of the foregoing, the Company 
and Parent shall each use its reasonable best efforts to (i) take all actions necessary to 
ensure that no Takeover Law is or becomes applicable to any of the Transactions or this 
Agreement and refrain from taking any actions that would cause the applicability of such 
Laws and (ii) if the restrictions of any Takeover Law become applicable to any of the 
Transactions, take all actions necessary to ensure that the Transactions may be 
consummated as promptly as practicable on the terms contemplated by this Agreement 
and otherwise lawfully minimize the effect of such Takeover Law on the Transactions. 

(c) Without limiting the general applicability of Section 7.05(a), each 
of the Company and Parent shall, in consultation and cooperation with the other and as 
promptly as practicable and in no event later than 30 business days following the date of 
this Agreement, file (i) with the United States Federal Trade Commission and the 
Antitrust Division of the United States Department of Justice the notification and report 
form, if any, required under the HSR Act with respect to the Transactions, (ii) all 
appropriate documents, forms, filings or submissions required under any non-U.S. 
Antitrust Laws and (iii) with applicable Insurance Regulators, all documents, forms, 
filings or other submissions required under applicable Insurance Laws with respect to the 
Merger, or otherwise requested by domiciliary Insurance Regulators of any of the 
Company Insurance Subsidiaries (other than to the extent required, biographical 
affidavits, fingerprint cards and background checks, which shall follow as promptly as 
reasonably practicable thereafter), including as reasonably determined by Parent in 
consultation with the Company, “Form A” exemption requests or equivalent exemption 
requests where available; provided that Parent shall not submit a “Form A” exemption 
request or equivalent exemption request to an Insurance Regulator that has requested to 
receive a “Form A” Acquisition of Control Statement in connection with the 
Transactions.  All such filings shall comply in all material respects with the requirements 
of applicable Law.  Without limiting Parent’s other obligations in this Section 7.05, 
Parent shall use its reasonable best efforts to direct (i) the Persons specified in Section 
7.05(c) of the Parent Disclosure Letter to provide the Filing Person Information and 
(ii) the Persons specified in Section 7.05(c) of the Parent Disclosure Letter to provide the 
Disclaiming Person Information. 

(d) Without limiting the general applicability of Section 7.05(a), the 
Company shall use its reasonable best efforts to cause the Broker-Dealer Subsidiary to 
file, promptly after the date hereof, the Rule 1017 Application with FINRA and shall use 
its reasonable best efforts to obtain FINRA’s approval of such application.  Parent will 
provide, as promptly as practicable following a request therefor, the Company, the 
Broker-Dealer Subsidiary, their counsel or FINRA, as applicable, with such information 
and documentation pertaining to Parent as are reasonably requested by the Company, its 
counsel or FINRA in order to prepare the Rule 1017 Application or obtain approval 
thereof. 

(e) Each of the Company, Parent and Merger Sub shall consult with 
one another with respect to the obtaining of all Consents from any Governmental 
Authority necessary, proper or advisable to consummate the Transactions and each of the 
Company, Parent and Merger Sub shall keep the others reasonably apprised on a prompt 
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basis of the status of matters relating to such Consents.  The Company and Parent shall 
have the right to review in advance and, subject to any restrictions under applicable Law, 
each shall consult the other on, any filing made with, or written materials submitted to, 
any Governmental Authority in connection with the Transactions and each party agrees to 
in good faith consider and reasonably accept comments of each other party thereon.  
Parent and the Company shall promptly furnish to each other copies of all such filings 
and written materials after their filing or submission, in each case subject to applicable 
Laws.  The Company and Parent shall promptly advise each other upon receiving any 
communication from any Governmental Authority with respect to any filing or Consent 
necessary, proper or advisable to consummate the Transactions, including promptly 
furnishing each other copies of all written or electronic communications from or with 
such Governmental Authorities, and shall promptly advise each other when any such 
communication causes such party to believe that there is a reasonable likelihood that any 
such Consent will not be obtained or that the receipt of any such Consent will be 
materially delayed or conditioned.  The Company and Parent shall not, and shall cause 
their respective Affiliates not to, permit any of their respective Representatives to 
participate in any meeting or engage in any conversation (other than non-substantive or 
administrative telephone calls) with any Governmental Authority in respect of any 
filings, investigation or other inquiry relating to the Transactions unless it consults with 
the other in advance and, to the extent permitted by applicable Law and by such 
Governmental Authority, gives the other party the opportunity to attend and participate in 
such meeting or conversation. If any Governmental Authority requires that a hearing or 
meeting be held in connection with the Consent thereof or the Transactions, Parent shall 
use its reasonable best efforts to arrange for such hearing or meeting to be held as 
promptly as practicable after the notice that such hearing or meeting is required has been 
received by Parent, its Subsidiaries or any other Affiliates. Notwithstanding the 
foregoing, in no event will any party be required to disclose to any other party any 
Personal Information. 

(f) Notwithstanding anything to the contrary set forth in this 
Agreement, Parent shall not be obligated by a Governmental Authority in connection 
with a Required Regulatory Approval to take or refrain from taking or to agree to it, its 
Subsidiaries or the Company or its Subsidiaries taking or refraining from taking any 
action (including any amendment, waiver or termination of any agreement, exhibit or 
schedule, including this Agreement and the Exhibits and Schedules to this Agreement) or 
to suffer to exist any limitation, action, restriction, condition or requirement which, 
individually or together with all other such limitations, actions, restrictions, conditions or 
requirements by a Governmental Authority in connection with a Required Regulatory 
Approval, would, or would reasonably be expected to, (i) impose any requirement on BN, 
BAM or any of their respective Affiliates to make, or commit to make, any capital 
contribution or enter into or issue any capital guarantee or keepwell, (ii) impose any 
requirement on Parent or any of its Subsidiaries to make, or commit to make, any 
material capital contribution or enter into or issue any material capital guarantee or 
material keepwell, (iii) impose any requirement on BN, BAM or any of their respective 
Affiliates to sell, license, assign, transfer, divest, hold separate or otherwise dispose of, 
before or after the Closing, any assets or businesses, (iv) impose any requirement on 
Parent or any of its Subsidiaries to sell, license, assign, transfer, divest, hold separate or 
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otherwise dispose of, before or after the Closing, any material assets or material 
businesses, (v) impose any limitation, action, restriction, condition or requirement on any 
of BN, BAM or any of their respective Affiliates, investment funds, permanent capital 
vehicles, or other collective investment vehicles or portfolio companies of the foregoing, 
(vi) impose any limitation, action, restriction, condition or requirement on Parent or any 
of its Subsidiaries that is material and adverse to Parent and its Subsidiaries, taken as a 
whole, or (vii) impose any limitation, action, restriction, condition or requirement on the 
business or operations of Company or any of its Subsidiaries following the Closing that 
would constitute a Company Material Adverse Effect (each, a “Burdensome Condition”).  
Without the prior written consent of Parent, the Company shall not (and shall cause its 
Subsidiaries not to) take any action or agree to the taking or refraining from any action or 
accept any limitation, action, restriction, condition or requirement that, individually or in 
the aggregate, would, or would be reasonably expected to, result in a Burdensome 
Condition.    

SECTION 7.06. Public Announcements.  The Company and Parent shall 
agree on a press release announcing the entering into of this Agreement and the 
Transactions.  Thereafter, the Company and Parent shall consult with each other before 
issuing any press release or otherwise making any public statements (including 
scheduling of a press conference or conference call with investors or analysts) with 
respect to this Agreement or any of the Transactions and shall not issue any such press 
release or make any such public statement without the prior consent of the other party, 
which consent shall not be unreasonably withheld, conditioned or delayed; provided, 
however, that a party may, without the prior consent of the other party, issue such press 
release or make such public statement (a) as may be required by Law or order, the 
applicable rules and regulations of the NYSE or any listing agreement with the NYSE, 
but only if such party provides the other party an opportunity to first review the content 
of the proposed disclosure considers such other party’s comments thereon in good faith, 
(b) with respect to any Adverse Recommendation Change made in accordance with this 
Agreement or (c) if such press release or public statement is not materially inconsistent in 
tone or substance with previous press releases or public statements made by such party in 
compliance with this Section 7.06. 

SECTION 7.07. Access to Information; Confidentiality.  Subject to 
applicable Law, upon reasonable notice, the Company shall afford to Parent and Parent’s 
Representatives reasonable access during normal business hours to the Company’s 
officers, employees, properties, books, Contracts and records, and the Company shall 
furnish to Parent and Parent’s Representatives such information concerning its business, 
personnel, assets, liabilities and properties as Parent may reasonably request; provided 
that Parent and its Representatives shall conduct any such activities in such a manner as 
not to interfere unreasonably with the business or operations of the Company; provided, 
further, however, that the Company shall not be obligated to provide such access or 
information if the Company determines, in good faith and in its reasonable judgment, that 
doing so could violate applicable Law or a Contract or obligation of confidentiality 
owing to a third party, waive the protection of an attorney-client privilege or other legal 
privilege or expose the Company to risk of liability for disclosure of Personal 
Information.  Without limiting the foregoing, in the event that the Company does not 
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provide access or information in reliance on the immediately preceding sentence, it shall 
provide notice to Parent that it is withholding such access or information and shall use its 
reasonable best efforts to communicate, to the extent feasible, the applicable information 
in a way that would not violate the applicable Law, Contract or obligation, risk waiver of 
such privilege or expose the Company to such risk, including through the use of 
customary “clean room” or other similar procedures designed to limit the disclosure of 
competitively sensitive information.  All requests for information made pursuant to this 
Section 7.07 shall be directed to the Person designated by the Company.  Until the 
Closing, the information provided will be subject to the terms of the Confidentiality 
Agreement, dated as of June 2, 2023, by and between the Company and Parent (as may in 
the future be amended from time to time, the “Confidentiality Agreement”); provided 
that, prior to the Effective Time, nothing in this Section 7.07 shall limit any customary 
disclosures made by Parent or any of its Subsidiaries to the Debt Financing Sources, 
rating agencies, prospective Debt Financing Sources, underwriters, existing lenders (and 
related agents) or otherwise in connection with efforts or activities by Parent, any of its 
Subsidiaries or the Debt Financing Sources to obtain the Debt Financing, so long as such 
recipients agree to customary confidentiality arrangements (which may include 
customary “click through” confidentiality agreements and/or confidentially provisions 
contained in marketing materials used in connection with the Debt Financing). 

SECTION 7.08. Indemnification and Insurance. 

(a) From and after the Effective Time, the Surviving Company shall, 
and Parent shall cause the Surviving Company to, (i) indemnify and hold harmless each 
individual who at the Effective Time is, or at any time prior to the Effective Time was, a 
director or officer of the Company or of a Subsidiary of the Company (each, together 
with such Person’s heirs, executors and administrators, an “Indemnitee”) with respect to 
all claims, liabilities, losses, damages, judgments, fines, penalties, costs (including 
amounts paid in settlement or compromise) and expenses (including fees and expenses of 
legal counsel) in connection with any Action (whether civil, criminal, administrative or 
investigative), whenever asserted, based on or arising out of, in whole or in part, (A) the 
fact that an Indemnitee is or was a director or officer of the Company or such Subsidiary 
or (B) acts or omissions by an Indemnitee in the Indemnitee’s capacity as a director, 
officer, employee or agent of the Company or such Subsidiary or taken at the request of 
the Company or such Subsidiary (including in connection with serving at the request of 
the Company or such Subsidiary as a director, officer, employee, agent, trustee or 
fiduciary of another Person (including any employee benefit plan)), in each case under 
clause (A) or (B), at, or at any time prior to, the Effective Time (including any Action 
relating in whole or in part to the Transactions or relating to the enforcement of this 
provision or any other indemnification or advancement right of any Indemnitee), to the 
fullest extent permitted under applicable Law and (ii) assume all obligations of the 
Company and such Subsidiaries to the Indemnitees in respect of indemnification and 
exculpation from liabilities for acts or omissions occurring at or prior to the Effective 
Time as provided in the Company Organizational Documents and the organizational 
documents of such Subsidiaries as in effect on the date of this Agreement or in any 
agreement in existence as of the date of this Agreement providing for indemnification 
between the Company or any of its Subsidiaries and any Indemnitee.  Without limiting 



 

95 
[[6102394]] 
4859-6391-5628 v.9 

the foregoing, Parent, from and after the Effective Time, shall cause, to the fullest extent 
permitted under applicable Law, the articles of incorporation and bylaws of the Surviving 
Company to contain provisions no less favorable to the Indemnitees with respect to 
limitation of liabilities of directors and officers and indemnification than are set forth as 
of the date of this Agreement in the Company Organizational Documents, which 
provisions shall not be amended, repealed or otherwise modified in a manner that would 
adversely affect the rights thereunder of the Indemnitees.  In addition, from the Effective 
Time, Parent shall cause the Surviving Company to advance the reasonable and 
documented expenses (including reasonable and documented fees and expenses of legal 
counsel) of any Indemnitee under this Section 7.08 (including in connection with 
enforcing the indemnity and other obligations referred to in this Section 7.08) as incurred 
to the fullest extent permitted under applicable Law; provided that the individual to 
whom expenses are advanced provides an undertaking to repay such advances if it shall 
be finally determined by a court of competent jurisdiction that such Person is not entitled 
to be indemnified pursuant to this Section 7.08(a). 

(b) Neither Parent nor the Surviving Company shall settle, 
compromise or consent to the entry of any judgment in any threatened or actual Action, 
litigation, claim or proceeding relating to any acts or omissions covered under this 
Section 7.08 (each, a “Claim”) for which indemnification has been sought by an 
Indemnitee hereunder, unless such settlement, compromise or consent includes an 
unconditional release of such Indemnitee from all liability arising out of such Claim or 
such Indemnitee otherwise consents in writing to such settlement, compromise or 
consent.  Each of Parent, the Surviving Company and the Indemnitees shall cooperate in 
the defense of any Claim and shall provide access to properties and individuals as 
reasonably requested and furnish or cause to be furnished records, information and 
testimony, and attend such conferences, discovery proceedings, hearings, trials or 
appeals, as may be reasonably requested in connection therewith. 

(c) The Company may, prior to the Effective Time, purchase or, if not 
so purchased by the Company, Parent shall cause the Surviving Company to put in place 
effective as of the Effective Time, and Parent or the Company, as applicable, shall fully 
prepay no later than immediately prior to the Closing, prepaid and non-cancellable “tail” 
insurance with a claims reporting or discovery period of six years from the Effective 
Time on terms and conditions providing at least equivalent benefits and coverage as the 
directors’ and officers’ liability, employment practices liability and fiduciary liability 
insurance of the Company and its Subsidiaries in effect as of the Effective Time 
(“Current D&O Insurance”) with respect to matters existing or occurring at or prior to the 
Effective Time, including the Transactions, and Parent shall cause such policy to be 
maintained in full force and effect without amendment to any of the policies’ terms and 
conditions, for their full term, and to honor all of the Surviving Company’s obligations 
thereunder; provided, however, that Parent may elect in its sole discretion, but shall not 
be required, to spend (or cause the Surviving Company to spend) more than 350% of the 
Current D&O Insurance annual premium (the “Cap Amount”) with respect to the annual 
premium for the six years of coverage under such “tail” policies; provided, further, that if 
the cost of such insurance exceeds the Cap Amount, and Parent elects not to spend more 
than the Cap Amount for such purpose, then Parent shall purchase and obtain insurance 
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with the greatest coverage available for a cost equal to such Cap Amount.  If such “tail” 
insurance has been obtained by the Company, it shall be deemed to satisfy all obligations 
to obtain insurance pursuant to this Section 7.08(c), and Parent shall cause the Surviving 
Company to cause such “tail” insurance to be maintained in full force and effect without 
amendment to any of the policies’ terms and conditions, for their full term, and to honor 
all of the Surviving Company’s obligations thereunder. 

(d) The provisions of this Section 7.08 are (i) intended to be for the 
benefit of, and shall be enforceable by, each Indemnitee and his or her heirs and (ii) in 
addition to, and not in substitution for, any other rights to indemnification or contribution 
that any such individual may have under the Company Organizational Documents, by 
contract or otherwise.   

(e) In the event that Parent, the Surviving Company or any of their 
respective successors or assigns (i) consolidates or amalgamates with or merges into any 
other Person and is not the continuing or surviving company or entity of such 
consolidation, amalgamation or merger or (ii) transfers or conveys all or substantially all 
of its properties and assets to any Person, then, and in each such case, proper provision 
shall be made so that the successors and assigns of Parent or the Surviving Company 
shall assume all of the obligations thereof set forth in this Section 7.08. 

(f) Nothing in this Agreement is intended to, shall be construed to or 
shall release, waive or impair any rights to directors’ and officers’ insurance claims under 
any policy that is or has been in existence with respect to the Company or any of its 
Subsidiaries for any of their respective directors, officers or other employees, it being 
understood and agreed that the indemnification provided for in this Section 7.08 is not 
prior to or in substitution for any such claims under such policies. 

SECTION 7.09. Rule 16b-3.  Prior to the Effective Time, the Company 
shall take such steps as may be reasonably necessary or advisable to cause any 
dispositions of Company equity securities (including derivative securities) resulting from 
the Transactions by each individual who is a director or officer of the Company subject to 
the reporting requirements of Section 16 of the Exchange Act (or who will become 
subject to the reporting requirements of Section 16 of the Exchange Act as a result of the 
Transactions) to be exempt under Rule 16b-3 promulgated under the Exchange Act. 

SECTION 7.10. Employee Matters.  

(a) For a period of one year following the Effective Time (or such 
longer period required by applicable Law), Parent shall provide, or shall cause the 
Surviving Company to provide, each individual who is employed by the Company or any 
of its Subsidiaries immediately prior to the Effective Time (each, a “Company 
Employee”) and continues to be employed with the Company and its Subsidiaries with 
(i) an annual base salary or annualized wage rate (as applicable) that is no less than the 
annual base salary or annualized wage rate (as applicable) provided to such Company 
Employee by the Company and any of its Subsidiaries immediately prior to the Effective 
Time, (ii) target short-term cash incentive opportunities that are no less favorable than 
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those provided to such Company Employee by the Company and any of its Subsidiaries 
immediately prior to the Effective Time, (iii) target long-term incentive opportunities 
(including deferred cash and equity and equity-based incentive opportunities, but 
excluding any change in control and retention or other non-recurring compensation) that 
are no less favorable than the target long-term incentive opportunities  (including 
deferred cash and equity and equity-based incentive opportunities) provided to such 
Company Employee by the Company and any of its Subsidiaries immediately prior to the 
Effective Time; subject to the conditions set forth in Item 1 of Section 7.10(a) of the 
Company Disclosure Letter; (iv) compensation and benefits provided in connection with 
the Company ESOP no less than the compensation and benefits provided in connection 
with the Company ESOP to such Company Employee by the Company and any of its 
Subsidiaries immediately prior to the Effective Time; provided, however that the 
foregoing clause (iv) may be satisfied by (A) contributions to other defined contribution 
plans, (B) equity or equity-based awards or (C) cash payments, and (v) other employee 
benefits (excluding non-qualified deferred compensation, defined benefit pension, post-
employment health and welfare benefits and change in control, retention or other non-
recurring compensation and benefits) that are substantially comparable in the aggregate 
to those provided to such Company Employee by the Company and any of its 
Subsidiaries immediately prior to the Effective Time. 

(b) For a period of one year following the Effective Time, Parent shall 
honor and provide, or shall cause the Surviving Company to honor and provide, for each 
Company Employee (except as provided otherwise in Section 7.01(a)(vi) of the Company 
Disclosure Letter), severance and termination benefits in an amount equal to the 
severance and termination benefits that would have been provided to such Company 
Employee under the Transition Benefit Plan as in effect immediately prior to the 
Effective Time if such Company Employee experiences a termination of employment 
pursuant to which severance would be owed from the Company under such plan if the 
termination of employment had occurred immediately prior to the Effective Time (but 
including, for the avoidance of doubt, any changes to such benefits as a result of credit 
for such Company Employee’s service with Parent and its Subsidiaries in accordance 
with Section 7.10(d) or any increases in a Company Employee’s base salary or 
annualized wage rate or cash incentive bonus opportunities (excluding, for the avoidance 
of doubt, long-term incentives (including equity and equity-based incentive 
opportunities) during the one year following the Effective Time)). 

(c) With respect to the employee benefit plans maintained by Parent or 
its Subsidiaries (including, following the Closing, the Surviving Company and its 
Subsidiaries and Affiliates) in which the Company Employee is eligible to participate on 
or following the Effective Time (including any paid time off and severance plans) and 
subject to applicable Law, for purposes of determining eligibility to participate, level of 
benefits and vesting, the Surviving Company shall cause each Company Employee’s 
service with the Company or any of its Subsidiaries (as well as service with any 
predecessor employer of the Company or any such Subsidiary, to the extent service with 
the predecessor employer was recognized by the Company or such Subsidiary) to be 
treated as service with the Surviving Company or any of its Subsidiaries or its Affiliates; 
provided, however, that such service need not be recognized (i) for benefit accruals under 
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any defined benefit pension plan, (ii) for purposes of any post-employment welfare 
benefit plan or (iii) to the extent that such recognition would result in any duplication of 
benefits. 

(d) Parent shall, or shall cause the Surviving Company to use 
commercially reasonable efforts to, (i) waive, or cause to be waived, any pre-existing 
condition limitations and exclusions and (ii) waive, or cause to be waived, any actively-
at-work requirements and waiting periods, in each case, under any welfare benefit plan 
maintained by Parent (including, following the Closing, the Surviving Company or any of 
its Subsidiaries or Affiliates) in which Company Employees (and their eligible 
dependents) will be eligible to participate from and after the Effective Time, except to the 
extent that such pre-existing condition limitations, exclusions, actively-at-work 
requirements and waiting periods would not have been satisfied or waived under the 
comparable Company Plan immediately prior to the Effective Time.  Parent shall, or shall 
cause the Surviving Company or any of its Affiliates to, use commercially reasonable 
efforts to recognize the dollar amount of all co-payments, deductibles and out-of-pocket 
expenses incurred by each Company Employee (and his or her eligible 
dependents) during the calendar year in which the Effective Time occurs for purposes of 
satisfying such year’s deductible and co-payment limitations under the relevant welfare 
benefit plans in which they will be eligible to participate from and after the Effective 
Time. 

(e) The parties agree that the consummation of the Transactions shall 
constitute a “change in control,” “change of control” or term of similar import under each 
applicable Company Plan; provided that, for purposes of any such plans that provide for 
deferred compensation within the meaning of Section 409A of the Code, the foregoing 
shall not accelerate the time of payment or distribution of any such deferred 
compensation (but shall accelerate vesting if provided for in accordance with the terms 
thereof) if the transactions contemplated by this Agreement do not otherwise constitute a 
“change in control,” “change of control” or term of similar import under the applicable 
plan and to so declare as a “change in control,” “change of control” or term of similar 
import would result in an impermissible payment or distribution for purposes of Section 
409A of the Code. 

(f) Prior to making any broad-based written communications to the 
directors, officers or employees of the Company or any of its Subsidiaries pertaining to 
any compensation or benefit matters related to the Transactions or any other matter 
contemplated hereunder, whether relating to employment, employee benefits, including 
Company Plans, and post-Closing terms of employment or otherwise, the Company shall 
consult with Parent and consider Parent’s comments to such communication in good 
faith. 

(g) No later than 15 business days following the date of this 
Agreement, the Company shall deliver to Parent a complete and correct list of each 
Company Employee, as of the date of this Agreement including, with respect to each 
such individual, the following information, as applicable: (i) name (or other unique 
identifier), (ii) job title, (iii) date of hire and work location (city and state, if applicable), 
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(iv) exempt or non-exempt classification status under the Fair Labor Standards Act, 
(v) leave of absence status and anticipated date of return, if known, (vi)  annual base 
salary or annualized base wage rate (as applicable), (vii) annual target short-term 
incentive or bonus compensation opportunities for the current fiscal year (on a plan-by-
plan basis) and (viii) target long-term incentive compensation opportunities (on a plan-
by-plan basis) (the “Company Employee List”).  The Company shall deliver to Parent an 
updated Company Employee List no later than five (5) days prior to the Effective Time to 
reflect any changes in accrued but unused vacation, terminations and new hires and 
reallocations not in violation of this Agreement or as otherwise consented to by Parent. 

(h) No later than 15 business days following the date of this 
Agreement, the Company shall deliver to Parent a complete and accurate list of each 
outstanding Company Award, including:  (i) on an employee-by-employee basis, the 
name (or other unique identifier) of the holder of such outstanding Company Award; 
(ii) on an award-by-award basis, the number of Common Stock subject to or underlying 
such outstanding Company Award (with the number of Common Stock underlying 
Performance-Vesting Company Options and Company PSUs, in each case, reported 
assuming each such Company Award’s target level of performance); and (iii) the date on 
which such outstanding Company Award was granted or issued. 

(i) If requested by Parent in writing no later than 10 business days 
prior to the Effective Time, with respect to the Company 401(k) Plan, the Company 
Board (or, if appropriate, any committee thereof administering such Company 
401(k) Plan) shall adopt such resolutions or take such other actions as may be required to 
terminate, effective at least one day prior to the Effective Time, such Company 
401(k) Plan.  Prior to the Effective Time, the Company shall provide Parent with 
executed resolutions of the Company Board (or the appropriate committee thereof) 
authorizing such termination. As soon as practicable after the Effective Time, the 
Company shall cause, to the extent permitted by Section 401(k)(10) of the Code, the 
Company 401(k) Plan administrator to make distributions available to the Company 
401(k) Plan participants. In connection with any termination of the Company 401(k) 
Plan, Parent shall permit each Company Employee who is a participant in the Company 
401(k) Plan to (i) become a participant in a 401(k) plan of Parent that is an “eligible 
retirement plan” (within the meaning of Section 401(a)(31) of the Code) (the “Parent 
401(k) Plan”) immediately after the Effective Time and (ii) to make rollover 
contributions of “eligible rollover distributions” (within the meaning of Section 
401(a)(31) of the Code, including all participant loans) in cash or notes (in the case of 
participant loans) in an amount equal to the eligible rollover distribution portion of the 
account balance distributed to each such Company Employee from the Company 401(k) 
Plan to the Parent 401(k) Plan effective as of the Closing Date.  

(j) To the extent permitted by applicable Law, the Trustee and the 
Company shall take or cause to be taken all such actions as may be necessary to effect the 
actions set forth below relating to the Company ESOP prior to or simultaneous with the 
Closing, as applicable: (i) effective at least five business days prior to the Closing (with 
relevant materials provided to Parent for its review and comment at least three business 
days prior to such date), the Company ESOP shall be terminated (the “ESOP Termination 
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Date”), no new participants shall be admitted on or after the ESOP Termination Date, no 
further distributions in the form of “qualifying employer securities” (as defined in 
Section 407 of ERISA) will be permitted and all existing Company ESOP participants’ 
accounts shall be fully vested and 100% non-forfeitable, (ii) the Company shall cause the 
Company ESOP’s plan administrator to direct the Trustee to remit a sufficient number of 
Common Stock to the Company to repay the outstanding ESOP Loan in full, and the 
proceeds of the sale of such Common Stock shall be used to repay the outstanding 
balance of the ESOP Loan as of the Effective Time, with each remitted share of Common 
Stock to be valued equal to the Merger Consideration, (iii) all remaining Common Stock 
held by the Company ESOP as of the Effective Time shall be exchanged for the Merger 
Consideration within the Company ESOP in accordance with Section 3.01(a) and 
(iv) promptly, after the execution of this Agreement, the Company will take such actions 
as may be necessary to request a favorable determination letter with respect to the 
Company ESOP’s termination. No benefit distributions shall be made from the Company 
ESOP without the prior written consent of Parent before the IRS issues a favorable 
determination letter with respect to the tax-qualified status of the Company ESOP on 
termination, except that distributions from the Company ESOP may be made earlier if 
required by Law or upon the occurrence of the Company ESOP participant’s retirement, 
death, disability or termination of employment or any other event, other than plan 
termination, that requires a distribution from the Company ESOP. The Company also 
shall take such other actions in furtherance of terminating the Company ESOP as Parent 
may reasonably request prior to the Closing, including the adoption of amendments to the 
Company ESOP.  Notwithstanding the foregoing, the Company will continue to make 
regularly scheduled payments on the ESOP Loan and related share allocations through 
the ESOP Termination Date. 

(k) The provisions of this Section 7.10 are solely for the benefit of the 
parties to this Agreement.  Nothing in this Agreement shall be construed to confer on any 
Person, other than the parties, their successors and permitted assigns, any right to enforce 
the provisions of this Section 7.10 or be construed as an amendment, or waiver of any 
provision, of any Company Plan or any employee benefit plan maintained by the 
Company, Parent or their respective Affiliates, or the establishment or adoption of or an 
amendment to any employee benefit plan for purposes of ERISA or otherwise.  In 
addition, nothing expressed or implied in this Section 7.10 shall confer upon any of the 
employees of the Company, Parent or their respective Subsidiaries or any other Person 
any additional rights or remedies, including any additional right to employment, or 
continued employment for any specified period, of any nature or kind whatsoever under 
or by reason of this Agreement, and nothing in this Agreement shall prevent Parent, the 
Surviving Company or any of their Affiliates from, after the Effective Time, (i) amending 
or terminating any of their benefit plans in accordance with their terms or (ii) terminating 
the employment of any Company Employee. 

SECTION 7.11. Notification of Certain Matters; Shareholder Litigation.  
During the period from the date of this Agreement through the earlier of the Closing or 
the termination of this Agreement in accordance with its terms, Parent shall give prompt 
notice to the Company, and the Company shall give prompt notice to Parent, of any 
Actions commenced or, to such party’s Knowledge, threatened against such party which 
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relate to this Agreement or the Transactions.  Each party shall provide the other with any 
pleadings and correspondence relating to any Actions involving it, any of its officers or 
directors or any other of its Representatives relating to this Agreement or the 
Transactions and will keep the other reasonably and promptly informed regarding the 
status of any Actions.  Subject to applicable Law, each party shall give the other party the 
opportunity to participate, at such other party’s sole cost and expense, in the defense and 
settlement of any litigation by any shareholder of either party against either party or its 
directors relating to this Agreement or the Transactions, and no such settlement shall be 
agreed to without such other party’s prior written consent (such consent not to be 
unreasonably withheld, conditioned or delayed).  Without limiting the preceding 
sentence, each party shall give the other party the right to review and comment on all 
filings or responses to be made by it in connection with any such Actions, and it will in 
good faith take such comments into account; provided, however, that such party shall not 
be obligated to provide such access or information if such party determines, in good faith 
and in its reasonable judgment, that doing so could waive the protection of an attorney-
client privilege or other legal privilege; provided, further, that such party shall use its 
reasonable best efforts to provide such access or information in a manner that would not 
risk waiver of such privilege. 

SECTION 7.12. Merger Sub Shareholder Approval.  Immediately 
following the execution of this Agreement, Parent shall cause Arches Acquisition Holdco 
II Inc. to execute and deliver, in accordance with applicable Law and in its capacity as the 
sole shareholder of Merger Sub, a written consent approving the Merger and this 
Agreement (the “Merger Sub Shareholder Approval”). 

SECTION 7.13. Stock Exchange De-listing.  The Company and Parent 
shall cooperate and shall use their respective reasonable best efforts to take, or cause to 
be taken, all actions, and to do or cause to be done all things, necessary, proper or 
advisable under applicable Laws and the rules and policies of the NYSE and the SEC to 
cause the Common Stock to be de-listed from the NYSE and de-registered under the 
Exchange Act as soon as reasonably practicable following the Effective Time in 
compliance with applicable Law.  In connection therewith, Parent shall (a) reasonably 
assist in enabling the Company or NYSE to be in a position to promptly file and cause 
the Surviving Company or NYSE to file with the SEC a Form 25 on the Closing Date and 
(b) use reasonable best efforts to cause the Surviving Company to file a Form 15 on the 
first business day that is at least ten days after the date the Form 25 is filed. 

SECTION 7.14. Continued Listing of Depositary Shares.  From and 
after the Effective Time, Parent shall cause the Surviving Company to continue to cause 
the Depositary Shares to be listed on the NYSE in accordance with the terms of 
certificate of designations establishing the Series A Preferred Stock and Series B 
Preferred Stock, as applicable, as set forth in Section 3.01(f). 

SECTION 7.15. Notices of Certain Events. 

From the date hereof until the earlier of the Effective Time and the 
termination of this Agreement in accordance with the terms of Article IX;  
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(a) each of the Company and Parent shall promptly notify the other 
party of: 

(i) any written notice or other written communication received by the 
notifying party or any of its Affiliates or Representatives from any Person 
alleging that the consent of such Person is or may be required in connection with 
the Transactions; and 

(ii) any Actions (A) commenced or (B) to its Knowledge, threatened 
against such party or any of its Subsidiaries that, if pending on the date of this 
Agreement, would have been required to have been disclosed pursuant to Section 
4.07 (in the event that the Company is the notifying party) or Section 5.09 (in the 
event that Parent is the notifying party); 

(b) the Company shall give prompt written notice to Parent of any 
change, circumstance, condition, development, effect, event or occurrence that has had or 
would reasonably be expected to have a Company Material Adverse Effect, or would 
reasonably be expected to make the satisfaction of any of the conditions in Section 8.02 
impossible or unlikely;  

(c) Parent shall give prompt written notice to the Company of any 
change, circumstance, condition, development, effect, event or occurrence that has had or 
would reasonably be expected to have a Parent Material Adverse Effect, or would 
reasonably be expected to make the satisfaction of any of the conditions in Section 
8.03(a) or Section 8.03(b) impossible or unlikely; and  

(d) BAM shall give prompt written notice to the Company of any 
change, circumstance, condition, development, effect, event or occurrence that has had or 
would reasonably be expected to have a BAM Material Adverse Effect, or would 
reasonably be expected to make the satisfaction of any of the conditions in Section 
8.03(c) or Section 8.03(d) impossible or unlikely; 

provided, however, that no such notification required by clause (a), (b), (c) or (d) above 
(and no other notification required to be given under any other Section of this 
Agreement) shall affect the representations, warranties, covenants or agreements of any 
party or the conditions to the obligations of any party under this Agreement. 

SECTION 7.16. Investment Assets.  The Company shall, or shall cause 
its applicable Subsidiaries to, deliver to Parent, within 15 business days following the end 
of each calendar month, starting with the first delivery to occur within 15 business days 
following the end of August 2023, a summary report of (a) all Investment Assets (other 
than real estate) owned by the Company or any of its Subsidiaries as of such month end, 
and if available, the market value thereof as of such month end, (b) all Investment Assets 
that are real estate owned by the Company or any of its Subsidiaries as of such month end 
and the carrying values thereof as of such month end as determined on a basis consistent 
with the Company’s current practices with respect to its real estate (and, if there has been 
any third-party appraisal or report completed and delivered to the Company during such 
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month that speaks to the value of any particular real estate property, such information 
will be included in the report for that month), (c) all Investment Assets sold or otherwise 
disposed of during the preceding month, (d) all Investment Assets purchased by the 
Company or any of its Subsidiaries during the preceding month and (e) all Investment 
Assets that are in arrears or breach or default in the payment of principal or interest or 
dividends or are, or should be, classified as non-performing, non-accrual, 90 days past 
due, still accruing and doubtful of collection, in foreclosure or any comparable 
classification, or are permanently impaired to any extent.  From and after the date hereof 
until the Closing, subject to applicable Law, the Company shall cause the applicable 
employees having primary responsibility for Investment Assets to consult with 
Representatives of Parent on all investment-related matters, including future planned or 
potential sales and purchases of Investment Assets and the treatment of any impaired or 
potentially impaired Investment Assets, and the Company shall consider in good faith the 
recommendations of Representatives of Parent in making investment decisions from and 
after the date of this Agreement, provided that any such investment decisions shall be 
determined by the Company acting reasonably and in good faith. 

SECTION 7.17. Financing. 

(a) Prior to the Closing, the Company shall use commercially 
reasonable efforts, and shall cause its Subsidiaries and its and their respective 
Representatives to use commercially reasonable efforts, to provide such assistance in 
connection with any Debt Financing as may be reasonably requested by Parent; provided 
that the Company shall in no event be required to provide (or cause its Subsidiaries or its 
or their Representatives to provide) such assistance that shall unreasonably interfere with 
its or its Subsidiaries’ business operations.  For the avoidance of doubt, obtaining the 
Debt Financing shall not be a condition to Closing.  If reasonably requested in writing by 
Parent, such assistance shall include, with reasonable prior notice and at Parent’s sole 
cost and expense: 

(i) furnishing to (A) Parent and any Debt Financing Source such 
customary and reasonably requested financial information and other pertinent 
information regarding the Company and its Subsidiaries as promptly as 
reasonably practicable following the reasonable request therefor by Parent or by 
any Debt Financing Source and (B) Parent such other historical financial 
information reasonably necessary to enable Parent to prepare pro forma financial 
information (provided that the Company and its Subsidiaries shall not have any 
obligation to prepare such pro forma financial information); 

(ii) providing reasonable assistance to Parent in its preparation of 
(A) customary rating agency presentations and (B) bank books and confidential 
information memoranda, lender presentation materials and similar documents 
customary for any Debt Financing (including (1) a “private” supplement to any 
such materials and (2) customary representation and authorization letters with 
respect thereto (it being understood that the Company shall not be required to 
make any representations with respect to projections contained in any such 
materials or other forward looking information)); 
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(iii) facilitating the execution and delivery at the Closing of customary 
definitive financing documents (including any schedules or exhibits thereto), 
including by requesting that the appropriate officers of the Company and its 
Subsidiaries that will continue in their positions after the Closing be available 
upon reasonable notice to Parent and its counsel to sign such documents, 
including customary officer’s certificates and secretary’s certificates (in each case 
to be held in escrow pending the Closing), in anticipation of the Closing; 
provided, however, that no obligation of the Company under any such document, 
and no such certificate, shall be effective until the Closing (other than any 
representation and authorization letters referred to in clause (ii) above and any 
prepayment notices referred to in clause (vi) below required by the Payoff 
Indebtedness); 

(iv) cooperating with Parent to satisfy the conditions precedent to the 
Debt Financing at the Closing to the extent within the control of the Company;  

(v) providing at least three business days prior to the Closing all 
documentation and other information about the Company and its Subsidiaries as 
is reasonably requested by Parent or any Debt Financing Sources at least ten 
business days prior to the Closing Date with respect to applicable “beneficial 
ownership”, “know your customer” and anti-money laundering rules and 
regulations, including the Patriot Act and 31 C.F.R. § 1010.230; and 

(vi) providing reasonable cooperation in connection with the 
termination and pay-off of any Payoff Indebtedness, including, as applicable, 
delivering prepayment notices (if such notices may be conditioned on the 
consummation of the Closing) and the Payoff Letters. 

(b) Parent shall indemnify, defend and hold harmless the Company 
and each of its Subsidiaries and each of their respective officers, directors, managers, 
employees or other Representatives from and against any and all claims, losses, 
liabilities, damages, out-of-pocket costs or expenses (including reasonable attorneys’ 
fees), judgments, fines or amounts paid in settlement that are incurred, directly or 
indirectly, in connection with the Debt Financing and the Credit Agreement Amendments 
and any cooperation provided pursuant to Section 7.17(a) and (c).  Parent shall promptly 
reimburse the Company for all reasonable and documented out-of-pocket costs (including 
reasonable attorneys’ fees) incurred by the Company or any of its Subsidiaries and each 
of their respective officers, directors, managers, employees or other Representatives in 
connection with the Debt Financing and any cooperation provided pursuant to Section 
7.17(a). 

(c) The Company shall use commercially reasonable efforts to, and 
shall cause its Subsidiaries and its and their respective Representatives to use 
commercially reasonable efforts to, cooperate with Parent in connection with the efforts 
of Parent to obtain, as soon as reasonably practicable after the date hereof, waivers of, or 
amendments to, change of control or other provisions in the Credit Agreement (the 
“Credit Agreement Amendments”), on such terms and conditions as specified and 
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reasonably requested by Parent subject to the consent of the Company (not to be 
unreasonably withheld, conditioned or delayed), in each case in accordance with the 
terms of the Credit Agreement; provided that the Company shall in no event be required 
to provide (or cause its Subsidiaries or its or their Representatives to provide) such 
assistance that shall unreasonably interfere with its or its Subsidiaries’ business 
operations. For the avoidance of doubt, obtaining any Credit Agreement Amendment 
shall not be a condition to Closing.  If reasonably requested in writing by Parent, with 
reasonable prior notice and at Parent’s sole cost and expense, such assistance shall 
include: 

(i) furnishing to Parent and the parties to the Credit Agreement such 
customary and reasonably requested financial information and other pertinent 
information regarding the Company and its Subsidiaries as promptly as 
reasonably practicable following the reasonable request therefor by Parent or by 
any such party; 

(ii) providing reasonable assistance to Parent in its preparation of bank 
books and confidential information memoranda, lender presentation materials and 
similar documents customary for any Credit Agreement Amendment (including 
(1) a “private” supplement to any such materials and (2) customary representation 
and authorization letters with respect thereto (it being understood that the 
Company shall not be required to make any representations with respect to 
projections or other forward looking information contained in any such 
materials)); 

(iii) facilitating the execution and delivery of any Credit Agreement 
Amendment (including any schedules or exhibits thereto) (it being understood 
that the effectiveness of such Credit Agreement Amendment may occur prior to 
the Closing Date, but any waivers and amendments set forth therein shall be 
conditioned upon the consummation of the Closing), including by requesting that 
the appropriate officers of the Company and its Subsidiaries be available upon 
reasonable notice to Parent and its counsel to sign such Credit Agreement 
Amendment and any customary officer’s certificates and secretary’s certificates 
related thereto; and 

(iv) cooperating with Parent to satisfy the conditions precedent to the 
effectiveness of any Credit Agreement Amendment to the extent within the 
control of the Company. 

For the avoidance of doubt, any cooperation provided for in this clause (c) shall be 
subject to the indemnification and expense reimbursement provisions in clause (b) above 
and the other limitations set forth in clause (d) below, and nothing in this clause (c) shall 
require the Company to pay (or agree to pay) any fee or other amount prior to the Closing 
(and any such fee or other amount payable at Closing shall only be payable with funds 
provided by or on behalf of Parent) or to incur any liability that is not indemnifiable or 
reimbursable pursuant to clause (b). 
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(d) Notwithstanding anything else in this Section 7.17, (A) none of the 
Company or any of its Subsidiaries or any of their respective officers, directors, managers, 
employees or other Representatives shall be required to (x) pay (or agree to pay) any 
commitment or other fee, pay any expense, provide any indemnities or incur any liability 
in connection with any Debt Financing prior to the Closing Date (and any such fees or 
other expenses payable at Closing shall only be payable with funds provided by or on 
behalf of Parent) or (y) pay (or agree to pay) any fee or other amount in connection with 
the Credit Agreement Amendment prior to the Closing (and any such fee or other amount 
payable at Closing shall only be payable with funds provided by or on behalf of Parent) or 
to incur any liability in connection with the Credit Agreement Amendment that is not 
indemnifiable or reimbursable pursuant to clause (b), (B) nothing in this Section 7.17 shall 
require any director, manager, officer or other Representative of the Company or any of its 
Subsidiaries to execute or deliver any document or instrument (1) if such Person believes 
in good faith that any representation, warranty or certification contained therein is not true 
or (2) if such Person believes in good faith that execution or delivery of such document or 
instrument would reasonably be expected to result in personal liability, (C) none of the 
Company, any of its Subsidiaries or any of their respective officers, directors, managers, 
employees or other Representatives shall be required to take any action that would 
reasonably be expected to unreasonably interfere with the operation of their respective 
businesses, (D) none of the Company, any of its Subsidiaries or any of their respective 
officers, directors, managers, employees or other Representatives shall be required to 
disclose any information that is legally privileged, (E) none of the Company, any of its 
Subsidiaries or any of their respective officers, directors, managers, employees or other 
Representatives shall be required to take any action or provide any information to the extent 
it would or could reasonably be expected to conflict with, or result in any violation of or 
default under, any Law, organizational documents, material Contract, or confidentiality 
obligation applicable to such Person, (F) neither the Company nor any of its Affiliates will 
be required to make any filings with the SEC in connection with any Debt Financing, (G) 
none of the Company or any of its Subsidiaries or any of their respective officers, directors, 
managers, employees or other Representatives shall be required to execute, deliver or enter 
into, or perform any document in connection with the Debt Financing that is contemplated 
to be effective prior to the Closing (and any such execution, delivery or performance at 
Closing shall be performed by such officers, directors, managers, employees or other 
Representatives as constituted after the Effective Time and Closing) (other than any 
representation and authorization letters referred to in Section 7.17(a)(ii) above and any 
prepayment notices referred to in Section 7.17(a)(vi) above required by the Payoff 
Indebtedness), (H) none of the board of directors (or other similar governing body) or 
committee or subcommittee thereof of the Company or any of its Subsidiaries shall be 
required to adopt resolutions approving the Debt Financing and the documentation relating 
thereto that are contemplated to be effective prior to the Closing (and any such adoption or 
approval at Closing shall be performed by such board of directors (or other similar 
governing body) or committee or subcommittee thereof as constituted after the Effective 
Time and Closing), (I) none of the Company, any of its Subsidiaries or any of their 
respective officers, directors, managers, employees or other Representatives shall be 
required to take any action or provide any information to the extent it would or could 
reasonably be expected to (w) require the Company or any of its Subsidiaries to waive or 
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amend the terms of this Agreement or result in a breach of this Agreement or a failure of 
any condition to Closing set forth in this Agreement, (x) constitute a default under, or give 
rise to any right of termination, cancellation or acceleration of any right or obligation of 
the Company or such Subsidiary or to a loss of any benefit to which the Company or such 
Subsidiary is entitled under any provision of any material Contract, (y) result in the creation 
or imposition of any Lien on any asset of the Company or such Subsidiary (except any Lien 
on any of the Company’s or such Subsidiary’s respective assets that becomes effective only 
upon the Closing), or (z) result in  the Company’s or any of its Affiliates’ directors, 
managers, officers, general or limited partners, employees, counsel, financial advisors, 
auditors, agents and other authorized Representatives incurring any personal liability with 
respect to any matters relating to any financing. The Company hereby consents to the use 
of the trademarks, trade names and logos of the Company and its Subsidiaries by Parent 
and any Debt Financing Sources, in each case, only as reasonably required in connection 
with any Debt Financing; provided that Parent shall ensure that any such trademarks, trade 
names and logos are used by the above permitted parties solely in a manner that is not 
intended, or that is not reasonably likely, to harm, disparage or otherwise adversely affect 
the Company’s reputation or goodwill. To the extent identifying the Company or any of its 
Subsidiaries by name, the Company shall have the right to review and comment on 
marketing materials used in connection with the arrangement of any Debt Financing prior 
to the dissemination of such materials to potential Debt Financing Sources or other 
counterparties to any proposed financing transaction. Any information with respect to the 
prospects and projections for the Company and its Subsidiaries in connection with any 
Debt Financing will be the sole responsibility of Parent, and neither the Company nor any 
of its Affiliates nor any of their respective officers, directors, managers, employees or other 
Representatives shall have any liability or incur any damages with respect thereto or be 
required to provide any projections or information or make any presentations with respect 
to capital structure, or the incurrence of any or other pro forma information relating thereto 
or the manner in which Parent intends to operate, or cause to be operated, the Company 
and its Subsidiaries after the Closing. The Company and its Subsidiaries shall not be 
required to deliver, or cause to be delivered, any legal opinions in connection with the Debt 
Financing or the Credit Agreement Amendment. 

SECTION 7.18. Payoff Letters.  The Company shall, and shall cause its 
applicable Subsidiaries to, use commercially reasonable efforts to deliver to Parent, on or 
prior to the Closing Date, duly executed payoff and release letters in respect of all Payoff 
Indebtedness (such letters, the “Payoff Letters”), in form and substance reasonably 
satisfactory to Parent, providing for the satisfaction and discharge of all obligations of the 
Company and its Subsidiaries in respect of all such Payoff Indebtedness (other than 
contingent obligations for which no claim has been made), effective upon the payment of 
the amounts set forth in such Payoff Letters (such amounts, the “Payoff Amount”). Parent 
shall on behalf of the Company irrevocably pay off or cause to be paid off at or prior to 
the Effective Time the Payoff Amount and cooperate as may be reasonably requested by 
the Company to assist the Company in connection with its obligation under this 
Section 7.18. 

SECTION 7.19. Pre-Closing Actions.   
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(a) Within five business days from the date hereof, the Company shall 
make available to Parent true, complete and correct copies of the organizational 
documents of each of the Company’s Subsidiaries set forth in Section 7.19(a) of the 
Company Disclosure Letter, in each case as amended and in effect as of the date so 
provided. 

(b) Prior to the Closing, the Company and Parent shall, and shall cause 
each applicable Affiliate to, cause the actions contemplated by Section 7.19(b) of the 
Parent Disclosure Letter to occur at the times and in the manner specified therein. To the 
extent such actions would require an approval or non-disapproval by and Insurance 
Regulator, the applicable filing shall indicate that approval or non-disapproval of such 
action is not a condition to the Closing. 

SECTION 7.20. Stock Exchange Listing.  BAM shall use its reasonable 
best efforts to cause the BAM Class A Stock to be delivered as Stock Consideration to be 
approved for listing on the NYSE, subject to official notice of issuance, prior to the 
Effective Time. BAM shall use its reasonable best efforts to obtain conditional approval 
for the listing and posting for trading on the TSX of the BAM Class A Stock to be 
delivered as Stock Consideration, subject only to satisfaction of the customary listing 
conditions of the TSX. 

ARTICLE VIII 
 

CONDITIONS PRECEDENT 

SECTION 8.01. Conditions to Each Party’s Obligation To Effect the 
Merger.  The respective obligations of the Company, Parent, Merger Sub and BAM to 
effect the Merger shall be subject to the satisfaction (or waiver, if permissible under 
applicable Law) on or prior to the Closing Date of the following conditions: 

(a) Required Shareholder Approval.  The Required Shareholder 
Approval shall have been obtained. 

(b) Listing. The shares of BAM Class A Stock constituting the Stock 
Consideration shall have been approved for listing on the NYSE, subject to official notice 
of issuance, and conditionally approved for listing on the TSX, subject to the satisfaction 
of customary listing conditions of the TSX. 

(c) Other Approvals.  (i) Any waiting period (or extension 
thereof) applicable to the Transactions under the HSR Act shall have been terminated or 
shall have expired, (ii) the Consents of, or declarations, notifications or filings with, and 
the other terminations or expirations of waiting periods required from, the Governmental 
Authorities set forth in Section 8.01(c) of the Company Disclosure Letter shall have been 
filed, have occurred or been obtained (collectively, the “Required Regulatory 
Approvals”) and shall be in full force and effect and (iii) any timing agreement(s) with a 
Governmental Authority applicable to the consummation of the Transactions shall have 
expired or otherwise not prohibit consummation of the Transactions. 
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(d) No Injunctions or Restraints.  No injunction, judgment or ruling 
enacted, promulgated, issued, entered, amended or enforced by any Governmental 
Authority of competent jurisdiction (collectively, “Restraints”) shall be in effect 
enjoining, restraining or otherwise making illegal, preventing or prohibiting 
consummation of the Transactions. 

(e) Form F-4. The Form F-4 shall have been declared effective under 
the Securities Act and shall not be the subject of any stop order suspending the 
effectiveness of such registration statement or initiated or threatened proceedings seeking 
such a stop order.  

SECTION 8.02. Conditions to Obligations of Parent, Merger Sub and 
BAM.  The obligations of Parent, Merger Sub and BAM to effect the Merger are further 
subject to the satisfaction (or waiver, if permissible under applicable Law) on or prior to 
the Closing Date of the following conditions: 

(a) Representations and Warranties of the Company.  The 
representations and warranties of the Company (i) set forth in Section 4.02(a) and 
clause (ii) of Section 4.06 shall be true and correct in all respects (except for de minimis 
inaccuracies) as of the date of this Agreement and as of the Closing Date as though made 
as of the Closing Date (except to the extent expressly made as of an earlier date, in which 
case as of such date), (ii) set forth in Sections 4.02(b), 4.03(a), 4.03(b), 4.03(d) and 4.25 
shall be true and correct in all material respects (without regard to any materiality 
qualifiers specified therein) as of the date of this Agreement and as of the Closing Date 
with the same effect as though made as of the Closing Date (except to the extent 
expressly made as of an earlier date, in which case as of such date) and (iii) set forth in 
this Agreement, other than those Sections specifically identified in clauses (i) or (ii) of 
this Section 8.02(a), shall be true and correct (disregarding all qualifications or 
limitations as to “materiality,” “Company Material Adverse Effect” and words of similar 
import set forth therein, other than Section 4.15(a) and any use of the defined term 
“Material Contract”) as of the date of this Agreement and as of the Closing Date with the 
same effect as though made as of the Closing Date (except to the extent expressly made 
as of an earlier date, in which case as of such date), except, in the case of this clause (iii), 
where the failure to be so true and correct would not, individually or in the aggregate, 
reasonably be expected to have a Company Material Adverse Effect.  Parent shall have 
received a certificate signed on behalf of the Company by an executive officer of the 
Company to such effect. 

(b) Obligations and Agreements of the Company.  The Company shall 
have performed or complied in all material respects with the obligations and agreements 
required to be performed or complied with by it under this Agreement at or prior to the 
Closing.  Parent shall have received a certificate signed on behalf of the Company by an 
executive officer of the Company to such effect. 

(c) Company Material Adverse Effect.  Since the date hereof, no 
Company Material Adverse Effect shall have occurred. 
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(d) Burdensome Condition.  No Burdensome Condition shall have 
been imposed. 

(e) FINRA Approval. FINRA’s approval of the Rule 1017 
Application, provided, that Parent may, in its sole discretion and upon written notice to 
the Company, waive the receipt of FINRA’s approval of the Rule 1017 Application as a 
condition upon which the obligations of any party to effect the Merger shall be subject, 
but Parent shall only have the right to exercise such waiver option in the circumstance 
where:  (A) the passing of 12:01 am New York time on the thirty-first (31st) calendar day 
following the date on which FINRA accepts as “substantially complete” the Rule 1017 
Application, and (B) FINRA has not provided notice to the Broker-Dealer Subsidiary 
expressly stating that the Closing may not occur until FINRA approves the Rule 1017 
Application (or if FINRA has provided such notice to Broker-Dealer Subsidiary, such 
notice has been withdrawn). 

SECTION 8.03. Conditions to Obligations of the Company.  The 
obligations of the Company to effect the Merger are further subject to the satisfaction (or 
waiver, if permissible under applicable Law) on or prior to the Closing Date of the 
following conditions: 

(a) Representations and Warranties of the Parent Entities.  The 
representations and warranties of Parent and Merger Sub (i) set forth in Sections 5.02 and 
5.06 shall be true and correct in all material respects (without regard to any materiality 
qualifiers specified therein) as of the date of this Agreement and as of the Closing Date 
with the same effect as though made as of the Closing Date (except to the extent 
expressly made as of an earlier date, in which case as of such date) and (ii) set forth in 
this Agreement, other than those Sections specifically identified in clause (i) of this 
Section 8.03(a), shall be true and correct (disregarding all qualifications or limitations as 
to “materiality,” “Parent Material Adverse Effect” and words of similar import set forth 
therein) as of the date of this Agreement and as of the Closing Date with the same effect 
as though made as of the Closing Date (except to the extent expressly made as of an 
earlier date, in which case as of such date), except, in the case of this clause (ii), where 
the failure to be true and correct would not, individually or in the aggregate, reasonably 
be expected to have a Parent Material Adverse Effect.  The Company shall have received 
a certificate signed on behalf of Parent and Merger Sub by an executive officer of Parent 
and an executive officer of Merger Sub to such effect. 

(b) Obligations and Agreements of the Parent Entities.  Parent and 
Merger Sub shall have performed or complied in all material respects with the obligations 
and agreements required to be performed or complied with by them under this Agreement 
at or prior to the Closing.  The Company shall have received a certificate signed on 
behalf of Parent and Merger Sub by an executive officer of Parent and an executive 
officer of Merger Sub to such effect. 

(c) Representations and Warranties of BAM.  The representations and 
warranties of BAM (i) set forth in Section 6.02 and clause (ii) of Section 6.09 shall be 
true and correct in all respects (except for de minimis inaccuracies) as of the date of this 
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Agreement and as of the Closing Date as though made as of the Closing Date (except to 
the extent expressly made as of an earlier date, in which case as of such date), (ii) set 
forth in Sections 6.03 and 6.12 shall be true and correct in all material respects (without 
regard to any materiality qualifiers specified therein) as of the date of this Agreement and 
as of the Closing Date with the same effect as though made as of the Closing Date 
(except to the extent expressly made as of an earlier date, in which case as of such 
date) and (iii) set forth in this Agreement, other than those Sections specifically identified 
in clauses (i) or (ii) of this Section 8.03(c), shall be true and correct (disregarding all 
qualifications or limitations as to “materiality,” “BAM Material Adverse Effect” and 
words of similar import set forth therein) as of the date of this Agreement and as of the 
Closing Date with the same effect as though made as of the Closing Date (except to the 
extent expressly made as of an earlier date, in which case as of such date), except, in the 
case of this clause (iii), where the failure to be true and correct would not, individually or 
in the aggregate, reasonably be expected to have a BAM Material Adverse Effect.  The 
Company shall have received a certificate signed on behalf of BAM by an executive 
officer of BAM to such effect. 

(d) Obligations and Agreements of BAM.  BAM shall have performed 
or complied in all material respects with the obligations and agreements required to be 
performed or complied with by them under this Agreement at or prior to the Closing.  
The Company shall have received a certificate signed on behalf of BAM by an executive 
officer of BAM to such effect. 

SECTION 8.04. Frustration of Closing Conditions.  None of the parties 
hereto may rely, either as a basis for not consummating the Transactions or for 
terminating this Agreement, on the failure of any condition set forth in Sections 8.01, 
8.02 or 8.03, as the case may be, to be satisfied if such failure was caused by such party’s 
breach in any material respect of any provision of this Agreement. 

ARTICLE IX 
 

TERMINATION 

SECTION 9.01. Termination.  This Agreement may be terminated and 
the Transactions abandoned at any time prior to the Effective Time, whether before or 
after receipt of the Required Shareholder Approval (except as otherwise expressly noted): 

(a) by the mutual written consent of the Company and Parent duly 
authorized by each of the Company Board and the Parent Board; 

(b) by either of the Company or Parent: 

(i) if the Merger shall not have been consummated on or prior 
to April 4, 2024 (the “Outside Date”); provided, however, that if the conditions to 
the Closing set forth in Section 8.01(c) have not been satisfied or waived on or 
prior to such date but all other conditions to Closing set forth in Article VIII have 
been satisfied or waived (other than those conditions that by their nature are to be 
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satisfied or waived at the Closing (so long as such conditions are reasonably 
capable of being satisfied)), the Outside Date may be extended by either party to a 
date not beyond July 5, 2024,  by providing a written notice thereof to the other 
party prior to 5:00 p.m. (New York time) on such date; provided, further that the 
right to terminate this Agreement under this Section 9.01(b)(i) shall not be 
available to any party if the breach by such party of its representations and 
warranties set forth in this Agreement or the failure of such party to perform any 
of its obligations under this Agreement, its failure to act in good faith or its failure 
to use its reasonable best efforts to consummate the Transactions, including to the 
extent required by and subject to Section 7.05, has been a proximate cause of the 
failure of the Merger to be consummated on or prior to such date (it being 
understood that Parent, BAM and Merger Sub shall be deemed a single party for 
purposes of the foregoing proviso); 

(ii) if any Restraint having the effect set forth in Section 
8.01(d) shall be in effect and shall have become final and nonappealable; 
provided that the party seeking to terminate this Agreement pursuant to this 
Section 9.01(b)(ii) shall have performed in all material respects its obligations 
under this Agreement, acted in good faith and used reasonable best efforts to 
prevent the entry of and to remove such Restraint in accordance with its 
obligations under this Agreement (it being understood that Parent, BAM and 
Merger Sub shall be deemed a single party for purposes of the foregoing proviso); 
or 

(iii) if the Required Shareholder Approval shall not have been 
obtained following a vote thereon having been taken at the Company 
Shareholders Meeting or at any postponement, recess or adjournment thereof 
taken in accordance with this Agreement; 

(c) by Parent: 

(i) if the Company shall have breached any of its 
representations or warranties or failed to perform any of its obligations or 
agreements set forth in this Agreement, which breach or failure to perform 
(A) would give rise to the failure of a condition set forth in Section 8.02(a) or 
Section 8.02(b) and (B) is not reasonably capable of being cured prior to the 
Outside Date, or if reasonably capable of being cured, shall not have been cured 
by the earlier of the Outside Date and 30 days following receipt by the Company 
of written notice of such breach or failure to perform from Parent stating Parent’s 
intention to terminate this Agreement pursuant to this Section 9.01(c)(i) and the 
basis for such termination; provided that Parent shall not have the right to 
terminate this Agreement pursuant to this Section 9.01(c)(i) if Parent, Merger Sub 
or BAM is then in material breach of any of its representations, warranties, 
obligations or agreements hereunder; or 
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(ii) prior to receipt of the Required Shareholder Approval, if 
the Company Board shall have effected and not withdrawn an Adverse 
Recommendation Change; or 

(d) by the Company: 

(i) if Parent, Merger Sub or BAM shall have breached any of 
its representations or warranties or failed to perform any of its obligations or 
agreements set forth in this Agreement, which breach or failure to perform 
(A) would give rise to the failure of a condition set forth in Sections 8.03(a), 
8.03(b), 8.03(c) or 8.03(d) and (B) is not reasonably capable of being cured prior 
to the Outside Date, or if reasonably capable of being cured, shall not have been 
cured by the earlier of the Outside Date and 30 days following receipt by Parent, 
Merger Sub or BAM, as applicable, of written notice of such breach or failure to 
perform from the Company stating the Company’s intention to terminate this 
Agreement pursuant to this Section 9.01(d)(i) and the basis for such termination; 
provided that the Company shall not have the right to terminate this Agreement 
pursuant to this Section 9.01(d)(i) if the Company is then in material breach of 
any of its representations, warranties, obligations or agreements hereunder; or 

(ii) prior to receipt of the Required Shareholder Approval, in 
connection with entering into a Company Acquisition Agreement in accordance 
with Section 7.03(d)(ii); provided that, prior to or concurrently with such 
termination, the Company pays the Company Termination Fee in accordance with 
Section 9.03.  

SECTION 9.02. Effect of Termination.  In the event of the termination 
of this Agreement as provided in Section 9.01, written notice thereof shall be given to the 
other party or parties, specifying the provision hereof pursuant to which such termination 
is made, and this Agreement shall forthwith become null and void (other than Sections 
9.02 and 9.03, Article X, the Confidentiality Agreement and the Guaranty, all of which 
shall survive termination of this Agreement), and there shall be no liability on the part of 
Parent, Merger Sub, the Company or their respective former, current or future directors, 
officers, partners, shareholders, managers, members and Affiliates arising out of or in 
connection with this Agreement, any of the Transactions or any matters forming the basis 
of such termination, except (a) as liability may exist pursuant to the provisions specified 
in the immediately preceding parenthetical that survive such termination, (b) as liability 
may exist pursuant to the terms and conditions of the Guaranty or the Voting Agreement, 
and (c) that no such termination shall relieve any party from liability for any Willful 
Breach or Fraud. 

SECTION 9.03. Termination Fee. 

(a) In the event that this Agreement is terminated (A) by Parent 
pursuant to Section 9.01(c)(ii) or (B) by the Company pursuant to Section 9.01(d)(ii), 
then the Company shall pay Parent the Company Termination Fee.  If the Company 
Termination Fee is payable pursuant to clause (A) of the preceding sentence, the 
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Company Termination Fee shall be paid within four business days after the date of such 
termination, and if the Company Termination Fee is payable pursuant to clause (B) of the 
preceding sentence, the Company Termination Fee shall be paid as described in Section 
9.01(d)(ii), in each case, by wire transfer of immediately available funds to an account 
designated by Parent in writing (it being understood that in no event shall the Company 
be required to pay the Company Termination Fee more than once). 

(b) If this Agreement is terminated by either Parent or the Company 
pursuant to Section 9.01(b)(iii) and (A) at any time after the date of this Agreement and 
prior to such termination, a Takeover Proposal shall have been publicly announced or 
publicly made known to the Company Board or the shareholders of the Company and not 
withdrawn and (B) within 12 months of such termination, the Company consummates 
such a Takeover Proposal or enters into a definitive agreement to consummate such a 
Takeover Proposal and the Company thereafter consummates such Takeover Proposal 
(whether or not within such 12 month period), then the Company shall pay Parent the 
Company Termination Fee; provided that for purposes of this Section 9.03(b), the 
references to “20%” in the definition of Takeover Proposal shall be deemed to be 
references to “50%.” If the Company Termination Fee is payable pursuant to this Section 
9.03(b), the Company Termination Fee shall be paid upon the consummation of such 
Takeover Proposal by wire transfer of immediately available funds to an account 
designated by Parent in writing (it being understood that in no event shall the Company 
be required to pay the Company Termination Fee more than once). 

(c) Each of the parties acknowledges that the agreements contained in 
this Section 9.03 are an integral part of the Transactions, and that without these 
agreements, the other parties would not enter into this Agreement; accordingly, if the 
Company fails to timely pay any amount due pursuant to this Section 9.03, and, in order 
to obtain the payment, Parent commences an Action which results in a judgment against 
the Company for the payment set forth in this Section 9.03, the Company shall pay Parent 
for its reasonable and documented costs and expenses (including reasonable and 
documented attorneys’ fees) in connection with such Action, together with interest on 
such amount at the prime rate as published in The Wall Street Journal in effect on the 
date such payment was required to be made through the date such payment was actually 
received. 

ARTICLE X 
 

MISCELLANEOUS 

SECTION 10.01. No Survival of Representations and Warranties.  This 
Article X and the agreements of the Company, Parent and Merger Sub contained in 
Article III and in Sections 7.08, 7.10 and 7.11 shall survive the Effective Time.  No other 
representations, warranties, obligations or agreements in this Agreement shall survive the 
Effective Time, expect for those representations, warranties, obligations or agreements 
set forth in this Agreement that by their terms apply, or that are to be performed in whole 
or in part, after the Effective Time. 
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SECTION 10.02. Amendment or Supplement.  At any time prior to the 
Closing, this Agreement may be amended or supplemented in any and all respects, 
whether before or after receipt of the Required Shareholder Approval, only by written 
agreement of the parties, by action taken by the Parent Board, an authorized officer of 
BAM and the Company Board; provided, however, that following receipt of the Required 
Shareholder Approval, there shall be no amendment or change to the provisions hereof 
which by applicable Law would require further approval by the Company’s shareholders 
without such approval. 

SECTION 10.03. Extension of Time, Waiver, Etc.  At any time prior to 
the Closing, Parent and the Company may, subject to applicable Law, (a) waive any 
inaccuracies in the representations and warranties of the other party, (b) extend the time 
for the performance of any of the obligations or acts of the other party or (c) subject to 
the requirements of applicable Law, waive compliance by the other party with any of the 
agreements contained herein or, except as otherwise provided herein, waive any of such 
party’s conditions (it being understood that Parent and Merger Sub shall be deemed a 
single party for purposes of the foregoing).  Notwithstanding the foregoing, no failure or 
delay by the Company, Parent or Merger Sub in exercising any right hereunder shall 
operate as a waiver thereof nor shall any single or partial exercise thereof preclude any 
other or further exercise thereof or the exercise of any other right hereunder.  Any 
agreement on the part of a party to any such extension or waiver shall be valid only if set 
forth in an instrument in writing signed on behalf of such party. 

SECTION 10.04. Assignment.  Neither this Agreement nor any of the 
rights, interests or obligations hereunder shall be assigned, in whole or in part, by 
operation of Law or otherwise, by any of the parties without the prior written consent of 
the other parties.  No assignment by any party shall relieve such party of any of its 
obligations hereunder.  Subject to the immediately preceding two sentences, this 
Agreement shall be binding upon, inure to the benefit of, and be enforceable by, the 
parties and their respective successors and permitted assigns.  Any purported assignment 
not permitted under this Section 10.04 shall be null and void. 

SECTION 10.05. Counterparts.  This Agreement may be executed in one 
or more counterparts (including by electronic mail), each of which shall be deemed to be 
an original but all of which taken together shall constitute one and the same agreement, 
and shall become effective when one or more counterparts have been signed by each of 
the parties and delivered to the other parties. 

SECTION 10.06. Entire Agreement; No Third-Party Beneficiaries.  This 
Agreement, together with the Exhibits and Schedules attached hereto, the Company 
Disclosure Letter, the Parent Disclosure Letter, the BAM Disclosure Letter, the Guaranty, 
the Voting Agreement and the Confidentiality Agreement, constitute the entire 
agreement, and supersede all other prior agreements and understandings, both written and 
oral, among the parties and their Affiliates, or any of them, with respect to the subject 
matter hereof and thereof. Except for:  (i) if the Effective Time occurs, (A) the right of 
the holders of Common Stock to receive the Merger Consideration payable in accordance 
with Article III and (B) the right of the holders of Preferred Stock to receive preferred 
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stock of the Surviving Company in accordance with Article III and (ii) the Indemnitees 
with respect to the provisions set forth in Section 7.08 of this Agreement, nothing in this 
Agreement, express or implied, is intended to or shall confer upon any Person other than 
the parties any rights or remedies hereunder.  Notwithstanding the foregoing, the 
Company shall have the right to recover, through an Action brought by the Company, 
damages from Parent (or against BN to the extent provided for in the Guaranty) in the 
event of a breach of this Agreement by Parent, in which event the damages recoverable 
by the Company for itself and on behalf of the Company’s shareholders shall be 
determined by reference to the total amount that would have been recoverable by such 
holders if all such holders brought an action against Parent and were recognized as third-
party beneficiaries hereunder.  The representations, warranties, covenants and agreements 
in this Agreement are the product of negotiations among the parties and are for the sole 
benefit of the parties and may, in certain instances, be qualified, limited or changed by 
confidential disclosure letters.  Any inaccuracies in such representations or warranties or 
failure to perform or breach of such covenants or agreements are subject to waiver by the 
parties in accordance with Section 10.03 without notice or liability to any other Person.  
In some instances, the representations, warranties, covenants and agreements in this 
Agreement may represent an allocation among the parties of risk associated with 
particular matters regardless of the knowledge of any of the parties.  Consequently, 
Persons other than the parties may not rely upon the representations, warranties, 
covenants and agreements in this Agreement as characterizations of actual facts or 
circumstances as of the date of this Agreement or as of any other date. 

SECTION 10.07. Governing Law; Jurisdiction. 

(a) This Agreement shall be governed by, and construed in accordance 
with, the Laws of the State of Iowa applicable to contracts executed in and to be 
performed entirely within that state, regardless of the laws that might otherwise govern 
under any applicable conflict of laws principles. 

(b) All Actions arising out of or relating to the interpretation and 
enforcement of the provisions of this Agreement and in respect of the Transactions shall 
be heard and determined in the Iowa District Court for Polk County, or, if the Iowa 
District Court declines to accept jurisdiction over a particular matter, any federal court 
within the State of Iowa, or, if both the Iowa District Court and the federal courts within 
the State of Iowa decline to accept jurisdiction over a particular matter, any other state 
court within the State of Iowa, and, in each case, any appellate court therefrom.  The 
parties hereby irrevocably submit to the exclusive jurisdiction and venue of such courts in 
any such Actions and irrevocably waive the defense of an inconvenient forum or lack of 
jurisdiction to the maintenance of any such Action.  The consents to jurisdiction and 
venue set forth in this Section 10.07(b) shall not constitute general consents to service of 
process in the State of Iowa and shall have no effect for any purpose except as provided 
in this paragraph and shall not be deemed to confer rights on any Person other than the 
parties.  Each party agrees that service of process upon such party in any Action arising 
out of or relating to this Agreement shall be effective if notice is given by overnight 
courier at the address set forth in Section 10.10 of this Agreement.  The parties agree that 
a final judgment in any such Action shall be conclusive and may be enforced in other 
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jurisdictions by suit on the judgment or in any other manner provided by applicable Law; 
provided, however, that nothing contained in the foregoing shall restrict any party’s rights 
to seek any post-judgment relief regarding, or any appeal from, a final trial court 
judgment. 

SECTION 10.08. Specific Enforcement.  The parties agree that 
irreparable damage for which monetary relief, even if available, would not be an 
adequate remedy, would occur in the event that any provision of this Agreement is not 
performed in accordance with its specific terms or is otherwise breached, including if the 
parties fail to take any action required of them hereunder to consummate this Agreement, 
subject to the terms and conditions of this Agreement.  The parties acknowledge and 
agree that (a) the parties shall be entitled to an injunction or injunctions, specific 
performance or other equitable relief to prevent breaches of this Agreement and to 
enforce specifically the terms and provisions hereof (including, for the avoidance of 
doubt, the right of the Company to cause the Merger to be consummated on the terms and 
subject to the conditions set forth in this Agreement and to enforce the obligations of BN 
pursuant to the terms of the Guaranty and the Voting Agreement) in the courts described 
in Section 10.07(b) without proof of damages or otherwise, this being in addition to any 
other remedy to which they are entitled under this Agreement and (b) the right of specific 
enforcement is an integral part of the Transactions and without that right, neither the 
Company nor Parent would have entered into this Agreement.  The parties agree not to 
assert that a remedy of specific enforcement is unenforceable, invalid, contrary to Law or 
inequitable for any reason, and not to assert that a remedy of monetary damages would 
provide an adequate remedy or that the parties otherwise have an adequate remedy at law.  
The parties acknowledge and agree that any party seeking an injunction or injunctions to 
prevent breaches of this Agreement and to enforce specifically the terms and provisions 
of this Agreement in accordance with this Section 10.08 shall not be required to provide 
any bond or other security in connection with any such order or injunction. 

SECTION 10.09. WAIVER OF JURY TRIAL.  EACH PARTY 
ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY 
ARISE UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED 
AND DIFFICULT ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY AND 
UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN 
RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF 
OR RELATING TO THIS AGREEMENT AND ANY OF THE AGREEMENTS 
DELIVERED IN CONNECTION HEREWITH OR THE TRANSACTIONS 
CONTEMPLATED HEREBY OR THEREBY.  EACH PARTY CERTIFIES AND 
ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY 
OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, 
THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, 
SEEK TO ENFORCE THE FOREGOING WAIVER, (B) IT UNDERSTANDS AND 
HAS CONSIDERED THE IMPLICATIONS OF SUCH WAIVER, (C) IT MAKES 
SUCH WAIVER VOLUNTARILY AND (D) IT HAS BEEN INDUCED TO ENTER 
INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVER 
AND CERTIFICATIONS IN THIS SECTION 10.09. 
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SECTION 10.10. Notices.  All notices, requests and other 
communications to any party hereunder shall be in writing and shall be deemed given if 
delivered personally, emailed (but only if confirmation of receipt of such email is 
requested and received, provided that each notice party shall use reasonable best efforts 
to confirm receipt of any such email correspondence promptly upon receipt of such 
request) or sent by overnight courier (providing proof of delivery) to the parties at the 
following addresses: 

If to Parent or Merger Sub, to: 

Brookfield Reinsurance Ltd.  
Ideation House, First Floor 
94 Pitts Bay Road 
Pembroke, HM08, Bermuda 
Attention:   Anna Knapman-Scott 
                    Lyndsay Hatlelid 
Email:   anna.knapmanscott@northendre.com 
              lyndsay.hatlelid@brookfield.com 

with a copy (which shall not constitute notice) to: 

Cravath, Swaine & Moore LLP 
825 Eighth Avenue 
New York, New York 10019 
Attention:   Richard Hall  
                   David J. Perkins 
Email:   rhall@cravath.com 
              dperkins@cravath.com 

and: 

Debevoise & Plimpton LLP 
66 Hudson Boulevard 
New York, New York 10001 
Attention: Nicholas F. Potter 
Email:       nfpotter@debevoise.com 

If to BAM, to: 

 Brookfield Asset Management Ltd.   
Brookfield Place, Suite 100 
181 Bay Street, P.O. Box 762 
Toronto, Ontario, Canada 
M5J 2T3  
Attention:   Kathy Sarpash 
Email:   kathy.sarpash@brookfield.com 
 

with a copy (which shall not constitute notice) to: 
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Cravath, Swaine & Moore LLP 
825 Eighth Avenue 
New York, New York 10019 
Attention:   Richard Hall  
                   David J. Perkins 
Email:   rhall@cravath.com 
              dperkins@cravath.com 

If to the Company, to: 

American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, Iowa 50266  
Attention:   Shari Wood 
Email:   swood@american-equity.com  

with copies (which shall not constitute notice) to: 

Sullivan & Cromwell LLP 
125 Broad Street 
New York, NY 10004 
Attention:    H. Rodgin Cohen 
  Melissa Sawyer  
  Stephen M. Kotran 
   
Email:    cohenhr@sullcrom.com 
  sawyerm@sullcrom.com  
  kotranS@sullcrom.com 
   

or such other address or email address as such party may hereafter specify by like notice 
to the other parties.  All such notices, requests and other communications shall be deemed 
received on the date of actual receipt by the recipient thereof if received prior to 
5:00 p.m. local time in the place of receipt and such day is a business day in the place of 
receipt.  Otherwise, any such notice, request or communication shall be deemed not to 
have been received until the next succeeding business day in the place of receipt. 

SECTION 10.11. Severability.  If any term, condition or other provision 
of this Agreement is finally determined by a court of competent jurisdiction to be invalid, 
illegal or incapable of being enforced by any applicable Law or public policy, all other 
terms, provisions and conditions of this Agreement shall nevertheless remain in full force 
and effect so long as the economic or legal substance of the Transactions is not affected 
in any manner materially adverse to any party or such party waives its rights under this 
Section 10.11 with respect thereto.  Upon such determination that any term, condition or 
other provision is invalid, illegal or incapable of being enforced, the parties shall 
negotiate in good faith to modify this Agreement so as to effect the original intent of the 
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parties as closely as possible to the fullest extent permitted by applicable Law in an 
acceptable manner to the end that the Transactions are fulfilled to the extent possible. 

SECTION 10.12. Fees and Expenses.  Whether or not the Transactions 
are consummated, all fees and expenses incurred in connection with the Transactions and 
this Agreement shall be paid by the party incurring or required to incur such fees or 
expenses, except as otherwise set forth in this Agreement. 

SECTION 10.13. Transfer Taxes.  Except as otherwise provided in 
Section 3.02(b), all transfer, documentary, sales, use, stamp, registration, value-added and 
other similar Taxes and fees incurred in connection with the Transactions shall be paid by 
Parent and Merger Sub when due and expressly shall not be a liability of any holders of 
the Common Stock or the Company Awards or the Company. 

SECTION 10.14. No Other Representations and Warranties. 

(a) Except for the representations and warranties expressly set forth in 
Article IV, neither the Company nor any other Person on behalf of the Company makes 
any express or implied representation or warranty with respect to the Company, its 
Subsidiaries or their respective businesses or with respect to any other information 
provided to Parent, Merger Sub, BAM or their Representatives or Affiliates in connection 
with the Transactions.  Neither the Company nor any other Person will have or be subject 
to any liability to Parent, Merger Sub, BAM or any other Person resulting from the 
distribution to Parent, Merger Sub, BAM or their respective Representatives or Affiliates, 
or Parent’s, Merger Sub’s, BAM’s or their Representatives’ or Affiliates’ use of, any 
such information, including any information, documents, projections, forecasts or any 
other material made available to Parent, Merger Sub, BAM or their Representatives or 
Affiliates in the “data rooms” or management presentations in connection with Parent’s, 
Merger Sub’s and BAM’s consideration and review of the Transactions, unless any such 
information is expressly included in a representation or warranty set forth in Article IV.  
Except for the representations and warranties set forth in Article IV, each of Parent, 
Merger Sub and BAM acknowledges that neither the Company nor any Person on behalf 
of the Company makes any other express or implied representation or warranty with 
respect to the Company or any of its Subsidiaries or with respect to any other information 
provided or made available to Parent, Merger Sub or BAM in connection with the 
Transactions. 

(b) Except for the representations and warranties expressly set forth in 
Article V, the Guaranty or the Voting Agreement, neither Parent nor Merger Sub nor any 
other Person on behalf of Parent or Merger Sub makes any express or implied 
representation or warranty with respect to Parent, Merger Sub or their respective 
Subsidiaries or their respective businesses or with respect to any other information 
provided to the Company or its Representatives or Affiliates in connection with the 
Transactions.  Except for the representations and warranties set forth in Article V, the 
Guaranty or the Voting Agreement, the Company acknowledges that none of Parent, 
Merger Sub or any Person on behalf of Parent or Merger Sub makes any other express or 
implied representation or warranty with respect to Parent or Merger Sub or with respect 
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to any other information provided or made available to the Company in connection with 
the Transactions. 

(c) Except for the representations and warranties expressly set forth in 
Article VI, the Guaranty or the Voting Agreement, neither BAM nor any other Person on 
behalf of BAM makes any express or implied representation or warranty with respect to 
BAM, or its respective Subsidiaries or its respective businesses or with respect to any 
other information provided to the Company or its Representatives or Affiliates in 
connection with the Transactions.  Except for the representations and warranties set forth 
in Article VI, the Guaranty or the Voting Agreement, the Company acknowledges that 
none of BAM or any Person on behalf of BAM makes any other express or implied 
representation or warranty with respect to BAM or with respect to any other information 
provided or made available to the Company in connection with the Transactions. 

(d) Notwithstanding anything to the contrary contained in this 
Agreement or any other agreement, document or instrument, each of Parent, Merger Sub 
and BAM acknowledges and agrees that the Company and its Subsidiaries make no 
representations or warranties with respect to, and nothing contained in this Agreement or 
in any other agreement, document or instrument to be delivered in connection herewith is 
intended or shall be construed to be a representation or warranty, express or implied, of 
the Company or any of its Subsidiaries, for any purposes of this Agreement or any other 
agreement, document or instrument to be delivered in connection herewith, in respect of 
(i) the adequacy or sufficiency of reserves of the Company or any of its Subsidiaries, 
(ii) the effect of the adequacy or sufficiency of reserves of the Company or any of its 
Subsidiaries on any line item, asset, liability or equity amount on any financial or other 
document, (iii) whether or not reserves of the Company or any of its Subsidiaries were 
determined in accordance with any actuarial, statutory, regulatory or other standard or 
(iv) the collectability of any amounts under any Reinsurance Agreement. 

SECTION 10.15. No Other Duties and Obligations.  Except for the duties 
and obligations expressly set forth in Sections 3.02(a)(ii)(B), 3.02(d), 7.02, 7.04, 7.14(d), 
7.20 and 8.03(c), neither BAM nor any other Person on behalf of BAM makes any 
express or implied duties or obligations with respect to BAM or its respective 
Subsidiaries or its respective businesses in connection with the Transactions.  Except for 
the duties and obligations expressly set forth in Sections 3.02(a)(ii)(B), 3.02(d), 7.02, 
7.04, 7.14(d), 7.20 and 8.03(c), the Company acknowledges that none of  BAM or any 
Person on behalf of BAM makes any other express or implied duties or obligations with 
respect to BAM or its respective Subsidiaries or its respective businesses in connection 
with the Transactions.   

[Signature pages follow] 



[Signature Page to Merger Agreement] 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement 
to be duly executed and delivered as of the date first above written. 

AMERICAN EQUITY INVESTMENT 
LIFE HOLDING COMPANY, 

by 

Name: Anant Bhalla 
Title:   Chief Executive Officer

 and President 

BROOKFIELD REINSURANCE LTD., 

by 

Name: 
Title: 

Solely for the purposes of the sections 
expressly set forth in the preamble hereto
BROOKFIELD ASSET 
MANAGEMENT LTD., 

by 

Name: 
Title: 

ARCHES MERGER SUB INC., 

by 

Name: 
Title: 



[Signature Page to Merger Agreement] 

[[6102394]]

IN WITNESS WHEREOF, the parties hereto have caused this Agreement 
to be duly executed and delivered as of the date first above written. 

AMERICAN EQUITY INVESTMENT 
LIFE HOLDING COMPANY, 

by 

Name: 
Title: 

BROOKFIELD REINSURANCE LTD., 

by 

Name: 
Title: 

Solely for the purposes of the sections 
expressly set forth in the preamble hereto
BROOKFIELD ASSET 
MANAGEMENT LTD., 

by 

Name: 
Title: 

ARCHES MERGER SUB INC., 

by 

Name: 
Title: 

Anna Knapman-Scott
Corporate Secretary

Jonathan Bayer
President

`

Kathy Sarpash
Authorized Signatory
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Exhibit A 
 

See attached 
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AE Capital, LLC 
Iowa (IA) 

FEIN #85-4289437  

High Trestle Investment 

Management, LLC  
Iowa (IA) 

FEIN #86-1532673  

AEL Re Bermuda Ltd.  
FEIN #98-1640447  

Bermuda Class C reinsurer 

North Wolf Bay Holdings, LLC  
Delaware (DE) 

FEIN #88-3749240  

American Equity Investment 

Properties, L.C.  
Iowa (IA) 

FEIN #42-1461598  

Entrada Life Insurance Company  
Arizona (AZ) 

FEIN #75-1168687,  

NAIC# 71323, GROUP #2658  

NC Securities Holdco, LLC  
North Carolina (NC) 

FEIN #87-2713076  

AEL Financial Services, LLC  
North Carolina (NC) 

FEIN #88-3743138  

American Equity Capital Trust II  
Delaware (DE) 

FEIN #42-6593040  

Abbreviated Current Organizational Chart of the Domestic Insurers 

American Equity Investment Life Holding Company  

FEIN #42-1447959  

NYSE 

Iowa (IA) 

Legend 

Non-Regulated Entity or Individual 

Regulated Insurance Entity 

Applicant 

• All ownership 100%, unless otherwise noted. 

• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure.  

Notes: 

American Equity Investment Life 

Insurance Company  
Iowa (IA) 

FEIN #42-1153896,  

NAIC #92738, GROUP #2658  

Continued on  

pages 2 and 3 

Exhibit 2 

Public 

 

(1) As of July 4, 2023, Brookfield Reinsurance Ltd. beneficially owns an approximate 20.38% interest in American Equity Investment Life Holding Company (“AEL 

Holdco”), through its wholly owned indirect subsidiaries, North End Re (Cayman) SPC (“North End Re”) and Freestone Re Ltd. (“Freestone”).  This investment was 

consummated pursuant to the Investment Agreement (the “Investment Agreement”), dated October 17, 2020, by and among AEL Holdco, Brookfield Corporation 

(f/k/a Brookfield Asset Management Inc.) and Burgundy Acquisitions I Ltd.  North End Re and Freestone are successors and assignees of Burgundy Acquisitions I 

Ltd. under the Investment Agreement. 

North End Re (Cayman) 

SPC(1) 
(Cayman Islands) 

[See Page 5] 

Freestone Re Ltd. (1) 
(Bermuda)  

FEIN 98-1672376 

[See Page 5] 

~15.43% 
~4.95% 
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American Equity Investment Life Insurance 

Company  
Iowa (IA) 

FEIN #42-1153896,  

NAIC #92738, GROUP #2658  

American Equity Investment Life Insurance 

Company of New York  
New York (NY) 

FEIN #22-3762465,  

NAIC #11135, GROUP #2658  

BH JV Multifamily Investors, LLC  
Delaware (DE) 

FEIN #88-0711676  

AEL Re Vermont Inc.  
Vermont (VT) 

FEIN #87-2625017, NAIC #17189, GROUP #2658  

AERL, L.C.  
Iowa (IA) 

FEIN #27-0413288  

Residential Investment Trust  
Delaware (DE) 

Residential Investment Trust III  
Delaware (DE) 

Residential Investment Trust IV  
Delaware (DE) 

Residential Investment Trust – Berm FW  
Delaware (DE) 

Residential Investment Trust III – 

Verm FW  
Delaware (DE) 

Residential Investment Trust IV - 

Berm FW  
Delaware (DE) 

BH JV (Berm FW) Multifamily 

Investors, LLC  
Delaware (DE) 

FEIN #92-1992151  

M-A LPI Holdings, LLC  
Delaware (DE) 

FEIN #88-4253582  

Vantage at Westover 

Owner, LLC  
Delaware (DE) l 

Stonecastle Apartments Holdings, LLC  
Delaware (DE) 

PBH Stonecastle, LLC  
Delaware (DE) 

M-LPI Resort Holdings, LLC  
Delaware (DE) 

FEIN #88-4247932 

M-LPI Resort Owner, LLC  
Delaware (DE) 

FEIN #92-0856342  

Residential Investment Trust III – Berm FW  
Delaware (DE) 

ISQ Ace Fund, LLC  
Delaware (DE) 

Vantage at Westover Parent, LLC  
Delaware (DE) 

Abbreviated Current Organizational Chart of the Domestic Insurers (continued) 

Continued from  

page 1 

Legend 

Non-Regulated Entity or Individual 

Regulated Insurance Entity 

Applicant 

85.56%  
14.44%  

19.98% 

84.27%  

80%  

• All ownership 100%, unless otherwise noted. 

 

Notes: 

AEL Re Vermont II, Inc. (2)  

Vermont (VT) 

 

(2) AEL Re Vermont II, Inc. was formed on October 19, 2023, but as of 

the date hereof, has not yet receive a Vermont license.  It is possible 

that AEL Re Vermont II, Inc. will receive its Vermont license, and 

therefore become a regulated entity, prior to the Closing. 
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American Equity Investment Life Insurance 

Company  
Iowa (IA) 

FEIN #42-1153896,  

NAIC #92738, GROUP #2658  

Residential Investment Trust II  
Delaware (DE) 

Eagle Life Insurance Company  
Iowa (IA) 

FEIN #26-3218907,  

NAIC #13183, GROUP #2658  

Residential Investment Trust V  
Delaware (DE) 

M-A LPI Holdings, LLC  
Delaware (DE) 

FEIN #88-4253582  

M-LPI Resort Holdings, LLC 
Delaware (DE) 

FEIN #88-4247932  

Residential Investment  

Trust III-E  
Delaware (DE) 

M-LPI Resort Owner, LLC  
Delaware (DE) 

FEIN #92-0856342  

Continued from  

page 1 

Legend 

Non-Regulated Entity or Individual 

Regulated Insurance Entity 

Applicant 

• All ownership 100%, unless otherwise noted.  

Notes: 

Abbreviated Current Organizational Chart of the Domestic Insurers (continued) 

5.73 %  

80%  
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(3) This percentage represents both the percentage of beneficial interest in the BAM Re Partners Trust and the percentage of voting interest in BAM Re Trustee Ltd., which are the 

same percentage numbers.  The remaining 33.32% beneficial interest in BAM Re Trust and 33.32% voting interest in its trustee, BAM Re Trustee, is held through entities 

owned by (i) Sachin Shah (6.66%), (ii) Anuj Ranjan (6.66%) (iii) Connor Teskey (6.66%), (iv) Cyrus Madon (6.66%) and (v) Sam Pollock (6.66%).  

(4) The holders of the Class C Non-Voting Shares are filing a Disclaimer of Affiliation in connection with this Proposed Acquisition. 

(5) As of the date hereof, Bruce Flatt is the only person (with the full power to vote) holding 10% or more of the Brookfield Reinsurance Class A Shares. 

Class A 

Exchangeable 

Limited Voting 

Shares 

Brookfield Reinsurance Ltd.* 

(Bermuda) 

NYSE/TSX 

Class B Limited Voting 

Shares (100%) 

BAM Re 

Partners 

Trust* 
(Bermuda) 

  

Public(5) 

Abbreviated Current Organizational Chart of the Applicants 

Beneficial Interest  

BAM Re Trustee Ltd.* 
(Bermuda) 

Partners FC II Ltd.* 
(Bermuda) 

Partners FC Ltd.* 
(Bermuda) 

Bruce Flatt* Brian 

Kingston*   

Partners BK Ltd.* 
(Bermuda) 

Voting Interest  

19%(3) 47.68%(1) 

Voting Trustee  

Continued on  

page 5 

• All ownership 100%, unless otherwise noted.  

• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure.  

Notes: 

 

Brookfield 

Corporation(4) 

(Ontario) 

NYSE / TSX 

FEIN 98-0521601 

 

BAM Re LTIP Holdings 

ULC(4) 

(British Columbia) 

Class C Non 

Voting Shares  

(89.63%)  

Class C Non 

Voting Shares  

(10.37%) 

Legend 

Non-Regulated Entity or Individual 

Regulated Insurance Entity 

Applicant 

Current Controller of American Equity Investment 

Life Holding Company and Its Subsidiaries 
* 
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Abbreviated Current Organizational Chart of the Applicants (continued) 

Continued from  

page 4 

Brookfield Reinsurance Ltd.* 

(Bermuda) 

NYSE/TSX 

BAMR US Holdings 

(Bermuda) I Ltd. 
(Bermuda) 

BAMR US Holdings LLC 
(Delaware) 

BAM Re Holdings Ltd.* 

(Bermuda) 

North End Re Ltd. 
(Bermuda) 

Brookfield Annuity 

Holdings Inc. 
(Canada) 

Brookfield Annuity 

Company 
(Canada) 

• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure. 

• All ownership 100%, unless otherwise noted.  

Notes: 

American 

National 

Insurance 

Company 
(Texas) 

Freestone Re 

Ltd. 
(Bermuda) 

FEIN 98-1672376 

North End Re (Cayman) 

SPC* 

(Cayman Islands) 

American Equity 

Investment Life 

Holding 

Company 
(Iowa) 

NYSE 

FEIN 42-1447959 

American National Group, LLC 
(Delaware) 

Other 

Subsidiaries 

BNRE Triangle 

Acquisition Inc. 
(Delaware) 

Argo Group 

International Holdings, 

Inc. (6) 

(Delaware) 

Subsidiaries (6) 

~15.43% 

~4.95% 

Arches Merger 

Sub Inc. 
(IA) 

Public 

(6) On February 8, 2023, Argo Group International Holdings, Ltd. (“Argo Group”), Brookfield Reinsurance and BNRE Bermuda 

Merger Sub entered into an agreement to acquire Argo Group. Brookfield Reinsurance and its affiliates have received approval 

of applications for the acquisition of control of Argo Group in Illinois, Virginia, Pennsylvania, New York, Bermuda and Italy. The 

acquisition closed on November 16, 2023. 

 

 

Legend 

Non-Regulated Entity or Individual 

Regulated Insurance Entity 

Applicant 

Current Controller of American Equity Investment 

Life Holding Company and Its Subsidiaries 
* 

ANG Midco I LLC 
(Delaware) 

ANG Topco I LLC 
(Delaware) 



 

EXHIBIT 3(a) 

Abbreviated Organizational Charts of Applicants and Domestic Insurers 
Immediately Following Completion of Step 1 of the Internal Reorganization 

but Prior to Completion of the Merger 

 



1

(1) This percentage represents both the percentage of beneficial interest in the BAM Re Partners Trust and the percentage of voting interest in BAM Re Trustee Ltd., which are the 
same percentage numbers.  The remaining 33.32% beneficial interest in BAM Re Trust and 33.32% voting interest in its trustee, BAM Re Trustee, is held through entities 
owned by (i) Sachin Shah (6.66%), (ii) Anuj Ranjan (6.66%) (iii) Connor Teskey (6.66%), (iv) Cyrus Madon (6.66%) and (v) Sam Pollock (6.66%).

(2) The holders of the Class C Non-Voting Shares are filing a Disclaimer of Affiliation in connection with this Proposed Acquisition.
(3) As of the date hereof, Bruce Flatt is the only person holding (with the full power to vote) 10% or more of the Brookfield Reinsurance Class A Shares.

Class A 
Exchangeable 
Limited Voting Shares

Brookfield Reinsurance Ltd.*
(Bermuda)

NYSE/TSX

Class B Limited Voting
Shares (100%)

BAM Re 
Partners 

Trust*
(Bermuda)

Public(3)

Abbreviated Organizational Chart of the Applicants
Immediately Following Completion of Step 1 of the Internal Reorganization But Prior to Completion of the Merger

Beneficial Interest 

BAM Re Trustee Ltd.*
(Bermuda)

Partners FC II Ltd.*
(Bermuda)

Partners FC Ltd.*
(Bermuda)

Bruce Flatt* Brian 

Kingston *

Partners BK Ltd.*
(Bermuda)

VotingInterest

19%(1)
47.68%(1)

Voting Trustee 

Continued on 
page 2

• All ownership 100%, unless otherwise noted.
• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure. 

Notes:

Brookfield 
Corporation(2)

(Ontario)
NYSE / TSX

FEIN 98-0521601

BAM Re LTIP Holdings 
ULC(2)

(British Columbia)

Class C Non
Voting Shares 
(89.63%) 

Class C Non
Voting Shares 
(10.37%)

Exhibit 3(a)

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

Current Controller of American Equity Investment 
Life Holding Company and Its Subsidiaries

*
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American National Group, LLC
(Delaware)

Continued from 
page 1

Brookfield Reinsurance
Ltd.*

(Bermuda)
NYSE/TSX

BAMR US Holdings (Bermuda) I Ltd.
(Bermuda)

BAMR US Holdings LLC
(Delaware)

BAM Re Holdings 
Ltd.*

(Bermuda)

North End Re Ltd.
(Bermuda)

Brookfield Annuity 
Holdings Inc.

(Canada)

Brookfield Annuity 
Company
(Canada)

• All ownership 100%, unless otherwise noted. 
• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure.

Notes:

American National 
Insurance Company

(Texas)

Freestone Re Ltd.

(Bermuda)
FEIN 98-1672376

American Equity 
Investment Life 

Holding Company
(Iowa)
NYSE

FEIN 42-1447959

Other 
Subsidiaries

Arches Merger 
Sub Inc.

(Iowa)

Abbreviated Organizational Chart of the Applicants
Immediately Following Completion of Step 1 of the Internal Reorganization But Prior to the Completion of the Merger 

(continued)

~15.43%

~4.95%

BNRE Triangle 
Acquisition Inc.

(Delaware)

Argo Group 
International 

Holdings, Inc. (4)

(Delaware)

Subsidiaries (4)4) On February 8, 2023, Argo Group International Holdings, Ltd. (“Argo Group”), Brookfield Reinsurance and BNRE Bermuda Merger Sub 
entered into an agreement to acquire Argo Group. The acquisition closed on November 16, 2023.

Public

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

Current Controller of American Equity Investment 
Life Holding Company and Its Subsidiaries

*

North End Re (Cayman) SPC
(Cayman Islands)

Boulder 
Reinsurance 
(Cayman) Ltd.

(Cayman Islands)

ANG Midco I LLC
(Delaware)

ANG Topco I LLC
(Delaware)
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(1) This percentage represents both the percentage of beneficial interest in the BAM Re Partners Trust and the percentage of voting interest in BAM Re Trustee Ltd., which are the 
same percentage numbers.  The remaining 33.32% beneficial interest in BAM Re Trust and 33.32% voting interest in its trustee, BAM Re Trustee, is held through entities 
owned by (i) Sachin Shah (6.66%), (ii) Anuj Ranjan (6.66%) (iii) Connor Teskey (6.66%), (iv) Cyrus Madon (6.66%) and (v) Sam Pollock (6.66%).

(2) The holders of the Class C Non-Voting Shares are filing a Disclaimer of Affiliation in connection with this Proposed Acquisition.
(3) As of the date hereof, Bruce Flatt is the only person holding (with the full power to vote) 10% or more of the Brookfield Reinsurance Class A Shares.

Class A 
Exchangeable 
Limited Voting Shares

Brookfield Reinsurance Ltd.*
(Bermuda)

NYSE/TSX

Class B Limited Voting
Shares (100%)

BAM Re 
Partners 

Trust*
(Bermuda)

Public(3)

Beneficial Interest 

BAM Re Trustee Ltd.*
(Bermuda)

Partners FC II Ltd.*
(Bermuda)

Partners FC Ltd.*
(Bermuda)

Bruce Flatt* Brian 

Kingston* 

Partners BK Ltd.*
(Bermuda)

VotingInterest

19%(1)
47.68%(1)

Voting Trustee 

Continued on 
page 2

• All ownership 100%, unless otherwise noted. 
• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure.

Notes:

Brookfield 
Corporation(2)

(Ontario)
NYSE / TSX

FEIN 98-0521601

BAM Re LTIP Holdings 
ULC(2)

(British Columbia)

Class C Non
Voting Shares 
(89.63%) 

Class C Non
Voting Shares 
(10.37%)

Exhibit 3(b)
Abbreviated Post-Closing Organizational Chart of the Domestic Insurers and Applicants 

Immediately Post-Merger
Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

Current Controller of American Equity 
Investment Life Holding Company

*
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Abbreviated Post-Closing Organizational Chart of the Domestic Insurers and Applicants 
Immediately Post-Merger (continued)

Continued from 
page 1

Brookfield Reinsurance
Ltd.*

(Bermuda)
NYSE/TSX

BAMR US Holdings 
(Bermuda) I Ltd.

(Bermuda)

BAMR US Holdings 
LLC

(Delaware)

BAM Re Holdings Ltd.*

(Bermuda)

Brookfield Annuity 
Holdings Inc.

(Canada)

Brookfield Annuity 
Company
(Canada)

• All ownership 100%, unless otherwise noted. 
• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure.

Notes:

North End Re Ltd. 
(Bermuda)

American National Group, LLC
(Delaware)

American National 
Insurance Company

(Texas)

Other American 
National 

Subsidiaries

Boulder Reinsurance 
(Cayman) Ltd.

( (Cayman Islands)

Freestone Re Ltd.
(Bermuda)

FEIN 98-1672376

American Equity 
Investment Life 

Holding Company (4)

(Iowa)

Continued on Page 3

(4) This chart reflects that Arches Merger Sub Inc. has merged with and into American Equity Investment Life Holding Company, with American Equity Investment Life Holding 
Company surviving the merger.

(5) On February 8, 2023, Argo Group International Holdings, Ltd. (“Argo Group”), Brookfield Reinsurance and BNRE Bermuda Merger Sub entered into an agreement to acquire Argo 
Group. The acquisition closed on November 16, 2023.

~15.43%

~84.57%

BNRE Triangle 
Acquisition Inc.

(Delaware)

Argo Group 
International 

Holdings, Inc. (5)

(Delaware)

Subsidiaries(5)

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

Current Controller of American Equity Investment 
Life Holding Company and Its Subsidiaries

*

North End Re 
(Cayman) SPC* 
(Cayman Islands)

ANG Midco I LLC
(Delaware)

ANG Topco I LLC
(Delaware)
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Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

• All ownership 100%, unless otherwise noted. 

Notes:

AE Capital, LLC 
(IA)

FEIN #85-4289437 

High Trestle Investment 
Management, LLC 

(IA)
FEIN #86-1532673 

AEL Re Bermuda Ltd. 
(Bermuda)

FEIN #98-1640447 

North Wolf Bay Holdings, LLC 
(DE)

FEIN #88-3749240 

American Equity Investment 
Properties, L.C. 

(IA)
FEIN #42-1461598 

Entrada Life Insurance Company 
(AZ)

FEIN #75-1168687, NAIC# 71323, GROUP #2658 

NC Securities Holdco, LLC 
(NC)

FEIN #87-2713076 

AEL Financial Services, LLC 
(NC)

FEIN #88-3743138 

American Equity Capital 
Trust II 

(DE)
FEIN #42-6593040

American Equity Investment Life 
Holding Company 

(NYSE)
Iowa (IA)

FEIN #42-1447959 

American Equity Investment Life 
Insurance Company 

Iowa (IA)
FEIN #42-1153896, NAIC #92738, GROUP 

#2658 

Continued on 
pages 4 and 5

Continued from 
page 2

Abbreviated Post-Closing Organizational Chart of the Domestic Insurers and Applicants 
Immediately Post-Merger (continued)
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American Equity Investment Life Insurance 
Company 

Iowa (IA)
FEIN #42-1153896, 

NAIC #92738, GROUP #2658 

American Equity Investment Life Insurance 
Company of New York 

New York (NY)
FEIN #22-3762465, 

NAIC #11135, GROUP #2658 

BH JV Multifamily Investors, LLC 
Delaware (DE)

FEIN #88-0711676 

AEL Re Vermont Inc. 
Vermont (VT)

FEIN #87-2625017, NAIC #17189, GROUP #2658 

AERL, L.C. 
Iowa (IA)

FEIN #27-0413288 

Residential Investment Trust 
Delaware (DE)

Residential Investment Trust III 
Delaware (DE)

Residential Investment Trust IV 
Delaware (DE)

Residential Investment Trust – Berm FW 
Delaware (DE)

Residential Investment Trust III –
Verm FW 

Delaware (DE)

Residential Investment Trust IV -
Berm FW 

Delaware (DE)

BH JV (Berm FW) Multifamily 
Investors, LLC 

Delaware (DE)
FEIN #92-1992151 

M-A LPI Holdings, LLC 
Delaware (DE)

FEIN #88-4253582 

Vantage at Westover 
Owner, LLC 

Delaware (DE) l

Stonecastle Apartments Holdings, LLC 
Delaware (DE)

PBH Stonecastle, LLC 
Delaware (DE)

M-LPI Resort Holdings, LLC 
Delaware (DE)

FEIN #88-4247932

M-LPI Resort Owner, LLC 
Delaware (DE)

FEIN #92-0856342 

Residential Investment Trust III – Berm FW 
Delaware (DE)

ISQ Ace Fund, LLC 
Delaware (DE)

Vantage at Westover Parent, LLC 
Delaware (DE)

Abbreviated Current Organizational Chart of the Domestic Insurers (continued)

Continued from 
page 1

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

85.56% 
14.44% 

19.98%

84.27%

80% 

• All ownership 100%, unless otherwise noted.

Notes:

AEL Re Vermont II, Inc. (2) 

Vermont (VT)

(6) AEL Re Vermont II, Inc. was formed on October 19, 2023, but as of
the date hereof, has not yet receive a Vermont license. It is possible
that AEL Re Vermont II, Inc. will receive its Vermont license, and
therefore become a regulated entity, prior to the Closing.
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American Equity Investment Life 
Insurance Company 

(IA)
FEIN #42-1153896, NAIC #92738, GROUP #2658 

Residential Investment Trust II 
Delaware (DE)

Eagle Life Insurance Company 
(IA)

FEIN #26-3218907, NAIC #13183, GROUP #2658 

Residential Investment Trust V 
Delaware (DE)

M-A LPI Holdings, LLC 
Delaware (DE)

FEIN #88-4253582 

M-LPI Resort Holdings, LLC
Delaware (DE)

FEIN #88-4247932 

Residential Investment Trust III-E 
Delaware (DE)

M-LPI Resort Owner, LLC 
Delaware (DE)

FEIN #92-0856342 

Continued from 
page 3

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

• All ownership 100%, unless otherwise noted. 

Notes:

5.73 % 

80% 

Abbreviated Post-Closing Organizational Chart of the Domestic Insurers and Applicants 
Immediately Post-Merger (continued)



 

EXHIBIT 3(c) 

Abbreviated Organizational Charts of Applicants and Domestic Insurers 
Following Consummation of the Internal Reorganization 
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(1) This percentage represents both the percentage of beneficial interest in the BAM Re Partners Trust and the percentage of voting interest in BAM Re Trustee Ltd., which are the 
same percentage numbers.  The remaining 33.32% beneficial interest in BAM Re Trust and 33.32% voting interest in its trustee, BAM Re Trustee, is held through entities 
owned by (i) Sachin Shah (6.66%), (ii) Anuj Ranjan (6.66%) (iii) Connor Teskey (6.66%), (iv) Cyrus Madon (6.66%) and (v) Sam Pollock (6.66%).

(2) The holders of the Class C Non-Voting Shares are filing a Disclaimer of Affiliation in connection with this Proposed Acquisition.
(3) As of the date hereof, Bruce Flatt is the only person holding (with the full power to vote) 10% or more of the Brookfield Reinsurance Class A Shares.

Class A 
Exchangeable 
Limited Voting 
Shares

Brookfield Reinsurance Ltd.*
(Bermuda)
NYSE/TSX

Class B Limited Voting
Shares (100%)

BAM Re 
Partners 

Trust*
(Bermuda)

Public(3)

Abbreviated Post-Closing Organizational Chart of the Domestic Insurers and Applicants Following Consummation of the 
Internal Reorganization

Beneficial Interest 

BAM Re Trustee Ltd.*
(Bermuda)

Partners FC II Ltd.*
(Bermuda)

Partners FC Ltd.*
(Bermuda)

Bruce Flatt* Brian 

Kingston* 

Partners BK Ltd.*
(Bermuda)

Voting Interest

19%(1)47.68%(1)

Voting Trustee 

Continued on 
page 2

Exhibit 3(c)

• All ownership 100%, unless otherwise noted.
• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure.

Notes:

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

Brookfield 
Corporation(2)

(Ontario)
NYSE / TSX

FEIN 98-0521601

BAM Re LTIP Holdings 
ULC(2)

(British Columbia)

Class C Non
Voting Shares 
(89.63%) 

Class C Non
Voting Shares 
(10.37%)

Current Controller of American Equity 
Investment Life Holding Company and Its 
Subsidiaries

*
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Continued from 
page 1

Brookfield Reinsurance Ltd.*
(Bermuda)
NYSE/TSX

BAMR US 
Holdings 

(Bermuda) I Ltd.
(Bermuda)

BAMR US 
Holdings LLC

(Delaware)

BAM Re Holdings 
Ltd.*

(Bermuda)

Brookfield 
Annuity 

Holdings Inc.
(Canada)

Brookfield 
Annuity 

Company
(Canada)

• All ownership 100%, unless otherwise noted. 
• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure.

Notes:

~5%(4) 

~95%(5) 

North End Re 
Ltd.

(Bermuda)

Boulder 
Reinsurance 

(Cayman) Ltd.
(Cayman Islands)

American National Group 
Inc. (f/k/a American Equity 

Investment Life Holding 
Company)(6)

(Delaware)

Freestone Re Ltd.
(Bermuda)

FEIN 98-1672376

AEL Re Bermuda 
Ltd. 

(Bermuda)

Continued on 
Page 4

BNRE Triangle 
Acquisition Inc.

(Delaware)

Argo Group 
International 

Holdings, Ltd. (7)

(Bermuda)

Subsidiaries (7)

Entrada Life 
Insurance 
Company

(Arizona) 

4) This chart assumes that BAM Re Holdings Ltd. will have transferred a number of American National Group Inc. common shares 
representing an approximate 5% interest in American National Group Inc. to American National Group Inc. Percentage ownership of 
American National Group Inc. by BAM Re Holdings Ltd. is dependent upon the valuation of the merged entities. However, this 
ownership percentage shall be less than 15%.

5) Percentage ownership of American National Group Inc. by BAMR US Holdings LLC is dependent upon the valuation of the merged 
entities. However, such ownership percentage shall be more than 85%.

6) This chart reflects that American National Group, LLC will merge with and into American Equity Investment Life Holding Company, 
with American Equity Investment Life Holding Company surviving the merger and being re-domiciled from Iowa to Delaware and 
renamed “American National Group Inc.”

7) On February 8, 2023, Argo Group International Holdings, Ltd. (“Argo Group”), Brookfield Reinsurance and BNRE Bermuda 
Merger Sub. entered into an agreement to acquire Argo Group. The acquisition closed on November 16, 2023.

Abbreviated Post-Closing Organizational Chart of the Domestic Insurers and Applicants Following 
Consummation of the Internal Reorganization (continued)

American Equity 
Investment Life Insurance 

Company 
Iowa (IA)

FEIN #42-1153896, 
NAIC #92738, GROUP 

#2658

Continued on 
Page 3

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

Current Controller of American Equity 
Investment Life Holding Company and Its 
Subsidiaries

*

North End Re 
(Cayman) SPC*
(Cayman Islands)

American National 
Insurance Company 

(Texas)
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AE Capital, LLC 
Iowa (IA)

FEIN #85-4289437 

High Trestle Investment 
Management, LLC 

Iowa (IA)
FEIN #86-1532673 

North Wolf Bay Holdings, LLC 
Delaware (DE)

FEIN #88-3749240 

American Equity Investment 
Properties, L.C. 

Iowa (IA)
FEIN #42-1461598 

NC Securities Holdco, LLC 
North Carolina (NC)
FEIN #87-2713076 

AEL Financial Services, LLC 
North Carolina (NC)
FEIN #88-3743138 

American Equity Capital Trust II 
Delaware (DE)

FEIN #42-6593040 

Continued from 
page 2

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

• All ownership 100%, unless otherwise noted.

Notes:

American National Group 
Inc. (f/k/a American Equity 

Investment Life Holding 
Company)
(Delaware)

Abbreviated Post-Closing Organizational Chart of the Domestic Insurers and Applicants Following Consummation of the 
Internal Reorganization (continued)
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Continued from 
page 2

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

• All ownership 100%, unless otherwise noted. 
• This organizational chart omits certain holding companies and administrative companies within Brookfield Reinsurance Ltd.’s structure.

Notes:

Abbreviated Post-Closing Organizational Chart of the Domestic Insurers and Applicants Following Consummation of the 
Internal Reorganization (continued)

American Equity 
Investment Life Insurance 

Company 
Iowa (IA)

FEIN #42-1153896, 
NAIC #92738, GROUP #2658 

American Equity Investment Life 
Insurance Company of New York 

New York (NY)
FEIN #22-3762465, 

NAIC #11135, GROUP #2658 

AEL Re Vermont Inc. 
Vermont (VT)

FEIN #87-2625017, NAIC #17189, 
GROUP #2658 

Residential Investment Trust V 
Delaware (DE)

M-A LPI Holdings, LLC 
Delaware (DE)

FEIN #88-4253582 

M-LPI Resort Holdings, LLC
Delaware (DE)

FEIN #88-4247932 

Residential Investment 
Trust III-E 

Delaware (DE)

M-LPI Resort Owner, LLC 
Delaware (DE)

FEIN #92-0856342 

80% 

5.73 %

Eagle Life Insurance Company 
Iowa (IA)

FEIN #26-3218907, 
NAIC #13183, GROUP #2658 

Continued on 
Page 5

Residential Investment Trust II 
Delaware (DE)

AEL Re Vermont II, Inc. 
Vermont (VT)(8)

(8) AEL Re Vermont II, Inc. was formed on October 19, 2023, but as of
the date hereof, has not yet receive a Vermont license. It is possible
that AEL Re Vermont II, Inc. will receive its Vermont license, and
therefore become a regulated entity, prior to the Closing.



5

Abbreviated Post-Closing Organizational Chart of the Domestic Insurers and Applicants Following Consummation of 
the Internal Reorganization (continued)

Continued from 
page 4

Legend

Non-Regulated Entity or Individual

Regulated Insurance Entity

Applicant

BH JV Multifamily Investors, LLC 
Delaware (DE)

FEIN #88-0711676 

AERL, L.C. 
Iowa (IA)

FEIN #27-0413288 

Residential Investment Trust 
Delaware (DE)

Residential Investment Trust III 
Delaware (DE)

Residential Investment Trust IV 
Delaware (DE)

Residential Investment Trust – Berm FW 
Delaware (DE)

Residential Investment Trust III –
Verm FW 

Delaware (DE)

Residential Investment Trust IV –
Berm FW 

Delaware (DE)

M-A LPI Holdings, LLC 
Delaware (DE)

FEIN #88-4253582 

Vantage at Westover Owner, LLC 
(DE)

Stonecastle Apartments Holdings, LLC 
Delaware (DE)

PBH Stonecastle, LLC 
Delaware (DE)

M-LPI Resort Holdings, LLC 
(DE)

FEIN #88-4247932 

M-LPI Resort Owner, LLC 
Delaware (DE)

FEIN #92-0856342 

Residential Investment Trust III – Berm FW 
Delaware (DE)

ISQ Ace Fund, LLC 
Delaware (DE)

Vantage at Westover 
Parent, LLC 
Delaware (DE)

80% 

84.27% 

19.98%

14.44% 

85.56% 

Notes:

• All ownership 100%, unless otherwise noted.

American Equity Investment Life Insurance 
Company 

Iowa (IA)
FEIN #42-1153896, 

NAIC #92738, GROUP #2658 

BH JV (Berm FW) Multifamily Investors, LLC 
Delaware (DE)

FEIN #92-1992151 
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Directors and Executive Officers of Applicants 

Form A Applicant Name  Position Business Address 
American National 
Group, LLC 

Anne Schaumburg Manager c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Gregory Ernest 
Alexander 
Morrison

Manager c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Sachin Girish Shah Manager c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Jonathan Bayer⸸ Manager & 
Chairman 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Timothy A. 
Walsh⸸⸸

President & Chief 
Executive Officer 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

John (Jack) F. 
Simon⸸⸸

Executive Vice 
President 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Brody J. Merrill⸸⸸ Senior Vice 
President 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Matthew R. 
Ostiguy⸸⸸

Senior Vice 
President 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Garrett K. 
Williams⸸⸸

Senior Vice 
President 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Gretta G. Bassett⸸ Assistant Secretary c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

ANG Midco I LLC Paul Gilchrist 
Forestell 

Manager & 
Managing Partner 

c/o ANG Midco I LLC 
250 Vesey Street, Floor 15 
New York, New York 10281 

Jonathan Scott 
Bayer⸸

Manager & 
Managing Partner 

c/o ANG Midco I LLC 
250 Vesey Street, Floor 15 
New York, New York 10281

ANG Topco I LLC Paul Gilchrist 
Forestell 

Manager & 
Managing Partner 

c/o ANG Topco I LLC 
250 Vesey Street, Floor 15 
New York, New York 10281 

Jonathan Scott 
Bayer⸸

Manager & 
Managing Partner 

c/o ANG Topco I LLC 
250 Vesey Street, Floor 15 
New York, New York 10281

⸸  Individuals’ biographical affidavits were submitted to the Department in connection with this Application. 
⸸⸸ Individuals submitted biographical affidavits to the Department in connection with the Application for Garden 

State Life Insurance Company on June 26, 2023 (with the exception of G. Williams, whose biographical affidavit 
was submitted on June 29, 2023).
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Form A Applicant Name  Position Business Address 
BAMR US 
Holdings LLC 

Paul Gilchrist 
Forestell 

Manager & 
Managing Partner 

c/o BAMR US Holdings LLC 
250 Vesey Street, Floor 15 
New York, New York 10281

Jonathan Scott 
Bayer⸸

Manager & 
Managing Partner 

c/o BAMR US Holdings LLC 
250 Vesey Street, Floor 15 
New York, New York 10281

BAMR US 
Holdings 
(Bermuda) I Ltd. 

Gregory Noel 
McConnie 

Director, President c/o BAMR US Holdings (Bermuda) I Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Gregory Ernest 
Alexander 
Morrison 

Director c/o BAMR US Holdings (Bermuda) I Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Seamus Michael 
MacLoughlin⸸

Director c/o BAMR US Holdings (Bermuda) I Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda   

Anna Margaret 
Knapman-Scott  

Secretary  c/o BAMR US Holdings (Bermuda) I Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda   

BAM Re Holdings 
Ltd. 

Gregory Noel 
McConnie 

Director, President c/o BAM Re Holdings Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Gregory Ernest 
Alexander 
Morrison 

Director c/o BAM Re Holdings Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Seamus Michael 
MacLoughlin⸸

Director c/o BAM Re Holdings Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Anna Margaret 
Knapman-Scott  

Secretary  c/o BAM Re Holdings Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Brookfield 
Reinsurance Ltd. 

William John Cox Class A Director c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda   

Anne Schaumburg Class A Director c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Lars Eric Nils 
Rodert 

Class A Director c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
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Form A Applicant Name  Position Business Address 
Pembroke, HM 08, Bermuda  

Soonyoung Chang  Class A Director c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Michele Coleman 
Mayes⸸

Proposed Class A 
Director 

c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda   

Sachin Girish Shah  Class B Director & 
CEO 

c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda   

Gregory Ernest 
Alexander 
Morrison  

Class B Director c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Barry Stuart 
Blattman  

Class B Director c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Jay Steven Wintrob Class B Director c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Lori Anne Pearson⸸ Proposed Class B 
Director 

c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda   

Lorenzo Fernando 
Manalac Lorilla⸸

CIO c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda   

Thomas Douglas 
Corbett 

CFO c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Paul Gilchrist 
Forestell 

COO c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

Gregory Noel 
McConnie 

Vice President c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda  

James Alexander 
Bodi 

Vice President c/o Brookfield Reinsurance Ltd. 
Ideation House, First Floor 
94 Pitts Bay Road  
Pembroke, HM 08, Bermuda   
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Form A Applicant Name  Position Business Address 
BAM Re Partners 
Trust

No directors or officers. 

BAM Re Trustee 
Ltd. 

James Bruce Flatt Director & Vice 
President 

c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Brian William 
Kingston 

Director & President c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Anuj Ranjan Director & Vice 
President  

c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Katayoon Sarpash Vice President c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Walkers Corporate 
(Bermuda) Limited 

Corporate Secretary  c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Partners FC Ltd. James Bruce Flatt Director c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Anuj Ranjan Director c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Walkers Corporate 
(Bermuda) Limited 

Corporate Secretary  c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Partners FC II Ltd. James Bruce Flatt Director c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Anuj Ranjan Director c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Walkers Corporate 
(Bermuda) Limited 

Corporate Secretary  c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda

Partners BK Ltd. Brian Kingston Director c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road
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Form A Applicant Name  Position Business Address 
Hamilton, HM11, Bermuda

Walkers Corporate 
(Bermuda) Limited 

Corporate Secretary  c/o Walkers Corporate (Bermuda) Limited 
Park Place 
55 Par-la-Ville Road 
Hamilton, HM11, Bermuda
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Directors and Executive Officers of Merger Sub, AEL Holdco, ANAT and ANGI 

Entity Name  Current Position Business Address 
Arches 
Merger 
Sub Inc. 

Jonathan 
Scott Bayer 

Director, Vice 
President & 
Treasurer

c/o Arches Merger Sub Inc. 
250 Vesey Street, Floor 15 
New York, New York 10281

Paul 
Gilchrist 
Forestell

Director, Vice 
President & 
Secretary

c/o Arches Merger Sub Inc. 
250 Vesey Street, Floor 15 
New York, New York 10281

American 
Equity 
Investment 
Life 
Holding 
Company 

Anant 
Bhalla⸸

Chief Executive 
Officer and 
President

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Axel André Executive Vice 
President and Chief 
Financial Officer

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Kate Etinger Executive Vice 
President and Chief 
People Officer

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Jeffrey D. 
Lorenzen 

Executive Vice 
President and Chief 
Risk Officer

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

James L. 
Hamalainen 

Executive Vice 
President and Chief 
Investment Officer

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Nicholas P. 
Volpe 

Executive Vice 
President and Chief 
Technology Officer

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Dewayne 
Lummus 

Senior Vice 
President and Chief 
Accounting Officer

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Shari Wood Chief of Staff and 
Secretary 

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Scott 
Peterson 

Treasurer c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Alfredo 
Cantoral 

Vice President and 
Associate General 
Counsel – 
Investments

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266 

Sanjeev 
Doss 

Senior Vice 
President, Assistant 
General Counsel 
and Head of Tax

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266 

Ejaz Haroon Vice President and 
Head of Enterprise 
Risk Management

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

⸸ Mr. Bhalla will resign from his positions as Chief Executive Officer and director of AEL Holdco effective as 
of Closing, and will not be appointed as a director or officer of the Surviving Holdco.
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Entity Name  Current Position Business Address 
Lisa M. 
McQuerrey 

Vice President c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Joyana M. 
Pilquist 

Vice President – 
Investments 

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

Mark A. 
Schuman 

Vice President and 
Associate General 
Counsel, Securities 
and Corporate 
Governance, and 
Assistant Secretary

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266 

Steven D. 
Schwartz 

Vice President – 
Investor Relations 

c/o American Equity Investment Life Holding Company 
6000 Westown Parkway 
West Des Moines, IA 50266

American 
National 
Group, 
LLC 

Anne 
Schaumburg 

Manager c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Gregory 
Ernest 
Alexander 
Morrison

Manager c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550 

Sachin 
Girish Shah 

Manager c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Jonathan 
Bayer 

Manager & 
Chairman 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Timothy A. 
Walsh 

President & Chief 
Executive Officer 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

John (Jack) 
F. Simon 

Executive Vice 
President 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Brody J. 
Merrill 

Senior Vice 
President 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Matthew R. 
Ostiguy 

Senior Vice 
President 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Garrett K. 
Williams 

Senior Vice 
President 

c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550

Gretta G. 
Bassett 

Assistant Secretary c/o American National Group, LLC 
One Moody Plaza 
Galveston, TX 77550
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Directors and Officers of ANGI, the Surviving Holdco  

Entity Name  Post-Closing Position⸸⸸

American National 
Group Inc. (the 
Surviving. Holdco) 

Anne Schaumburg Director
Gregory Ernest 
Alexander Morrison

Director 

Sachin Girish Shah Director
Jonathan Bayer Director & Chairman
Axel André Executive Vice President and Chief Financial Officer
Kate Etinger Executive Vice President and Chief People Officer
Jeffrey D. Lorenzen Executive Vice President and Chief Risk Officer
James L. Hamalainen Executive Vice President and Chief Investment Officer
Nicholas P. Volpe Executive Vice President and Chief Technology Officer
Dewayne Lummus Senior Vice President and Chief Accounting Officer
Shari Wood Chief of Staff and Secretary
Scott Peterson Treasurer
Alfredo Cantoral Vice President and Associate General Counsel – 

Investments
Sanjeev Doss Senior Vice President, Assistant General Counsel and 

Head of Tax
Ejaz Haroon Vice President and Head of Enterprise Risk Management
Lisa M. McQuerrey Vice President
Joyana M. Pilquist Vice President – Investments
Mark A. Schuman Vice President and Associate General Counsel, 

Securities and Corporate Governance, and Assistant 
Secretary

Steven D. Schwartz Vice President – Investor Relations
Timothy A. Walsh President & Chief Executive Officer
John (Jack) F. Simon Executive Vice President
Brody J. Merrill Senior Vice President
Matthew R. Ostiguy Senior Vice President
Garrett K. Williams Senior Vice President
Gretta G. Bassett Assistant Secretary

⸸⸸  Denotes the current officer titles at American National Group, LLC and American Equity Investment Life 
Holding Company, respectively. 
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Exhibit 5*

Biographical Affidavits

[On file with the Division as part of the Original Application.]

CONFIDENTIAL
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Exhibit 6*

Description of Sources, Uses and Nature of Consideration

CONFIDENTIAL



Ex. 4 - 1

1009261043v26

Exhibit 7*

Future Plans of Insurer

CONFIDENTIAL
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Exhibit 8

Guaranty

CONFIDENTIAL
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Exhibit 9*

Three-Year Financial Projections 

CONFIDENTIAL
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Exhibit 9a

Three-Year Financial Projections of AEILIC 

CONFIDENTIAL
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Exhibit 9b

Three-Year Financial Projections of Eagle 

CONFIDENTIAL
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VOTING AGREEMENT (this “Agreement”) dated as of 

July 4, 2023, among American Equity Investment Life Holding 

Company, an Iowa corporation (the “Company”), and each party 

listed on Schedule A hereto (each, a “Stockholder” and, 

collectively, the “Stockholders”). The Company and Stockholders 

are each referred to in this Agreement as a “party” and collectively 

as the “parties”. 

WHEREAS, simultaneously with the execution and delivery of this 

Agreement, the Company, Brookfield Reinsurance Ltd., a Bermuda exempted company 

limited by shares (“Parent”), Arches Merger Sub Inc., an Iowa corporation and wholly 

owned subsidiary of Parent, and, solely for the limited purposes set for therein, 

Brookfield Asset Management Ltd., a company incorporated under the laws of the 

Province of British Columbia, have entered into an Agreement and Plan of Merger dated 

as of the date hereof (the “Merger Agreement”; capitalized terms used but not defined 

herein shall have the meanings set forth in the Merger Agreement);  

WHEREAS, each Stockholder owns the number of shares of Common 

Stock set forth opposite its name on Schedule A hereto (such shares of Common Stock, 

together with any other shares of Common Stock acquired by such Stockholder after the 

date hereof and during the term of this Agreement, being collectively referred to herein as 

the “Subject Shares” of such Stockholder); and  

WHEREAS, as a condition to its willingness to enter into the Merger 

Agreement, the Company has requested that each Stockholder enter into this Agreement. 

NOW, THEREFORE, the parties, intending to be legally bound, agree as 

follows: 

 Representations and Warranties of Each Stockholder.  

Each Stockholder hereby, severally and not jointly, represents and warrants to the 

Company as of the date hereof in respect of itself as follows: 

 Authority; Execution and Delivery; Enforceability.  The 

Stockholder has all requisite power and authority to execute and deliver this Agreement, 

to perform its obligations hereunder and to consummate the transactions contemplated 

hereby.  The execution and delivery by the Stockholder of this Agreement, the 

performance by it of its obligations hereunder and the consummation by it of the 

transactions contemplated hereby have been duly authorized by all necessary action on 

the part of such Stockholder.  The Stockholder has duly executed and delivered this 

Agreement, and, assuming this Agreement constitutes a valid and binding obligation of 

the Company, this Agreement constitutes a legal, valid and binding obligation of the 

Stockholder, enforceable against it in accordance with its terms, except, in each case, as 

enforcement may be limited by bankruptcy, insolvency, reorganization or similar Laws 

affecting creditors’ rights generally and by general principles of equity. 
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  No Conflicts; Consents. 

(i) The execution and delivery by the Stockholder of this Agreement 

and the performance by it of its obligations hereunder do not, and the 

consummation by it of the transactions contemplated hereby and compliance with 

the terms hereof will not, (A) conflict with, or result in any violation of any 

provision of, the organizational documents of such Stockholder, (B) conflict with, 

or result in any violation of or default (with or without notice or lapse of time, or 

both) under, or give rise to a right of termination, cancelation or acceleration of 

any obligation or to loss of a material benefit under, or to increased, additional, 

accelerated or guaranteed rights or entitlements of any person under, or result in 

the creation of any Lien upon any of the properties or assets of such Stockholder 

under, any provision of any material Contract to which such Stockholder is a 

party or by which any of its properties or assets is bound (other than any Contract 

to which the Company or any Subsidiary of the Company is a party or by which 

any of their respective properties or assets is bound) or (C) conflict with, or result 

in any violation of any provision of, subject to the filings and other matters 

referred to in Section 1(b)(ii), any judgments, decrees and orders of Governmental 

Authorities or Law, in each case applicable to such Stockholder or its properties 

or assets, other than, in the case of clauses (B) and (C) above, any such items that, 

individually or in the aggregate, would not reasonably be expected to prevent or 

materially impair the ability of the Stockholder to perform its obligations 

hereunder or to consummate the transactions contemplated hereby.  

(ii) No Consent of or from, or registration, declaration, notice or filing 

with or made to, any Governmental Authority, or the expiry of any related waiting 

period, is required to be obtained or made by or with respect to the Stockholder in 

connection with the execution, delivery and performance by the Stockholder of 

this Agreement or the consummation by it of the transactions contemplated 

hereby, other than (A) the filing with the SEC of such reports under Section 13 

and Section 16 of the Exchange Act as may be required in connection with this 

Agreement, the Merger Agreement and the transactions contemplated hereby and 

thereby, (B) any filings or Consents contemplated by the Merger Agreement and 

(C) such other items that the failure of which to obtain or make, individually or in 

the aggregate, would not reasonably be expected to prevent or materially impair 

the ability of the Stockholder to perform its obligations hereunder or to 

consummate the transactions contemplated hereby. 

 The Subject Shares.  The Stockholder is the record and beneficial 

owner of, and has good and valid title to, the Subject Shares, free and clear of any Liens.  

As of the date hereof, the Stockholder does not own, of record or beneficially, any shares 

of capital stock of the Company other than the Subject Shares set forth opposite its name 

on Schedule A attached hereto. None of the Stockholder’s Subject Shares is subject to 

any voting trust or other agreement, arrangement or restriction with respect to the voting 

or the transfer of such Stockholder’s Subject Shares, except as set forth in this 

Agreement, the organizational documents of the Company or the Investment Agreement, 

dated October 17, 2020, by and among the Company, Brookfield Corporation (formerly, 



 

3 
[[6115686]] 

4869-2604-4524 v.5 

Brookfield Asset Management Inc.), and the Stockholders (as successors and assigns of 

Burgundy Acquisitions I Ltd.) (as amended, restated or otherwise modified from time to 

time, the “Investment Agreement”). 

 Representations and Warranties of the Company.  The 

Company hereby represents and warrants to each Stockholder as follows:  

 Authority; Execution and Delivery; Enforceability.  The Company 

has all requisite corporate power and authority to execute and deliver this Agreement, to 

perform its obligations hereunder and to consummate the transactions contemplated 

hereby.  The execution and delivery by the Company of this Agreement, the performance 

by it of its obligations hereunder and the consummation by it of the transactions 

contemplated hereby have been duly authorized by all necessary corporate action on the 

part of the Company.  The Company has duly executed and delivered this Agreement, 

and, assuming this Agreement constitutes a valid and binding obligation of the 

Stockholders, this Agreement constitutes a legal, valid and binding obligation of the 

Company, enforceable against it in accordance with its terms, except, in each case, as 

enforcement may be limited by bankruptcy, insolvency, reorganization or similar Laws 

affecting creditors’ rights generally and by general principles of equity. 

 No Conflicts; Consents. 

(i) The execution and delivery by the Company of this Agreement and 

the performance by it of its obligations hereunder do not, and the consummation 

by it of the transactions contemplated hereby and compliance with the terms 

hereof will not, (A) conflict with, or result in any violation of any provision of, 

the Company Charter or the Company Bylaws, (B) conflict with, or result in any 

violation of or default (with or without notice or lapse of time, or both) under, or 

give rise to a right of termination, cancelation or acceleration of any obligation or 

to loss of a material benefit under, or to increased, additional, accelerated or 

guaranteed rights or entitlements of any person under, or result in the creation of 

any Lien upon any of the properties or assets of the Company or any Subsidiary 

of the Company under, any provision of any material Contract to which the 

Company or any Subsidiary of the Company is a party or by which any of their 

properties or assets are bound (other than any Contract to which either 

Stockholder is a party or by which any of their respective properties or assets are 

bound) or (C) conflict with, or result in any violation of any provision of, subject 

to the filings and other matters referred to in Section 2(b)(ii), any judgments, 

decrees and orders of Governmental Authorities or Law, in each case applicable 

to the Company or any Company Subsidiary or their respective properties or 

assets, other than, in the case of clauses (B) and (C) above, any such items that, 

individually or in the aggregate, would not reasonably be expected to prevent or 

materially impair the ability of the Company to perform its obligations hereunder 

or to consummate the transactions contemplated hereby.  

(ii) No Consent of or from, or registration, declaration, notice or filing 

with or made to, any Governmental Authority, or the expiry of any related waiting 
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period, is required to be obtained or made by or with respect to the Company in 

connection with the execution, delivery and performance by it of this Agreement 

or the consummation by it of the transactions contemplated hereby other than 

(A) the filing with the SEC of (1) the Proxy Statement and (2) such reports under 

Section 13 and Section 16 of the Exchange Act as may be required in connection 

with this Agreement, the Merger Agreement and the transactions contemplated 

hereby and thereby, (B) any filings or Consents contemplated by the Merger 

Agreement and (C) such other items that the failure of which to obtain or make, 

individually or in the aggregate, would not reasonably be expected to prevent or 

materially impair the ability of the Company to perform its obligations hereunder 

or to consummate the transactions contemplated hereby. 

 Covenants of Each Stockholder.  Unless this Agreement is 

terminated in accordance with its terms, each Stockholder, severally and not jointly, 

covenants and agrees as follows: 

 At any meeting of the shareholders of the Company called to seek 

the Required Shareholder Approval or at any adjournment thereof or in any other 

circumstances upon which a vote, consent or other approval (including by written 

consent) with respect to the Merger Agreement or the Merger is sought, the Stockholder 

shall, including by executing a written consent solicitation if requested by the Company, 

cause its Subject Shares to be present in person or by proxy for purposes of constituting a 

quorum and vote (or cause to be voted) the Subject Shares of the Stockholder in favor of 

granting the Required Shareholder Approval. 

 At any meeting of stockholders of the Company or at any 

adjournment thereof or in any other circumstances upon which the Stockholder’s vote, 

consent or other approval (including by written consent) is sought, the Stockholder shall 

cause its Subject Shares to be present in person or by proxy for purposes of constituting a 

quorum and vote (or cause to be voted) the Subject Shares against (i) any Takeover 

Proposal and (ii) any amendment of the Company Charter or the Company Bylaws or 

other proposal or transaction involving the Company or any Subsidiary of the Company, 

which amendment or other proposal or transaction would in any manner impede, 

frustrate, prevent or nullify any provision of the Merger Agreement or the Merger.  The 

Stockholder shall not commit or agree to take any action inconsistent with the foregoing. 

 Other than this Agreement, the Stockholder shall not (i) sell, 

transfer, pledge, assign or otherwise dispose of (including by gift) (collectively, 

“Transfer”), or enter into any Contract, option or other arrangement (including any profit-

sharing arrangement) with respect to the Transfer of, any Subject Shares to any person 

other than pursuant to the Transactions, unless prior to any such Transfer the transferee of 

such Stockholder’s Subject Shares is a party to this Agreement, enters into a voting 

agreement with the Company on terms substantially identical to the terms of this 

Agreement or agrees to become a party to this Agreement pursuant to a customary 

joinder agreement, or (ii) enter into any voting arrangement, whether by proxy, voting 

agreement or otherwise, with respect to any Subject Shares and shall not commit or agree 

to take any of the foregoing actions. 
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 Waiver.   

 The Company hereby waives compliance by the Stockholders with 

the terms and conditions of: 

(i) Section 7.4 of the Investment Agreement to the extent that such 

terms and conditions would require the Stockholders to dispose of any Common 

Stock; 

(ii) Section 7.5 of the Investment Agreement to the extent necessary to 

permit Parent to exercise its rights pursuant to Section 7.03 of the Merger 

Agreement; and 

(iii) Section 7.7 of the Investment Agreement, solely in order for the 

Stockholders to comply with their obligations set forth in Sections 3(a) and 3(b) 

and to the extent that such terms and conditions would require the Stockholders to 

vote any of the Subject Shares in the same proportion as the unaffiliated 

shareholders of the Company with respect to vote any matter described in 

Sections 3(a) and 3(b). 

 The waivers in Sections 4(a) shall expire upon the termination of 

the Merger Agreement in accordance with its terms.  

 Termination.  This Agreement shall terminate, other than 

with respect to the liability of any party for breach hereof prior to such termination, upon 

the earliest of: (a) the Effective Time; (b) the termination of the Merger Agreement in 

accordance with its terms; (c) at any time prior to the time, but not after, the Required 

Shareholder Approvals are obtained, if the Company Board, or any committee thereof has 

made an Adverse Recommendation Change; and (d) the termination of this Agreement by 

the mutual written consent of the parties. 

 Additional Matters.  Each Stockholder shall, from time to 

time, execute and deliver, or cause to be executed and delivered, such additional or 

further consents, documents and other instruments as the Company may reasonably 

require for the purpose of effectively carrying out the transactions contemplated by this 

Agreement. 

 General Provisions. 

 Amendment.  This Agreement may not be amended except by an 

instrument in writing signed on behalf of each of the parties. 

 Notices.  All notices, requests and other communications to any 

party hereunder shall be in writing and shall be deemed given if delivered personally, 

emailed or sent by overnight courier (providing proof of delivery) to the parties at the 

following addresses 
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(i) if to any Stockholder, to: 

Brookfield Reinsurance Ltd. 

Ideation House, 1st Floor 

94 Pitts Bay Road 

Pembroke, HM08, Bermuda 

Attention: Anna Knapman-Scott 

Email:      anna.knapmanscott@northendre.com 

and to the applicable address of such Stockholder set forth in 

Schedule A hereto, with a copy to (which will not constitute notice 

to any Stockholder): 

Cravath, Swaine & Moore LLP 

825 Eighth Avenue 

New York, New York 10019 

Attention:   Richard Hall  

                   David J. Perkins 

Email:   rhall@cravath.com 

              dperkins@cravath.com 

 

and 

 

(ii) if to the Company, to: 

American Equity Investment Life Holding Company 

6000 Westown Parkway 

West Des Moines, Iowa 50266  

Attention:   Shari Wood 

Email:   swood@american-equity.com 

with a copy to (which will not constitute notice to the Company): 

 

Sullivan & Cromwell LLP 

125 Broad Street 

New York, New York 10004 

Attention:  H. Rodgin Cohen 

 Melissa Sawyer  

 Stephen M. Kotran 

  

Email:    cohenhr@sullcrom.com 

 sawyerm@sullcrom.com 

 kotrans@sullcrom.com 
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or such other address or email address as such party may hereafter specify by like notice 

to the other parties.  All such notices, requests and other communications shall be deemed 

received on the date of actual receipt by the recipient thereof if received prior to 5:00 

p.m. local time in the place of receipt and such day is a business day in the place of 

receipt.  Otherwise, any such notice, request or communication shall be deemed not to 

have been received until the next succeeding business day in the place of receipt. 

 Interpretation.  When a reference is made in this Agreement to an 

Article, Section or subsection, such reference shall be to an Article, Section or subsection 

to this Agreement unless otherwise indicated.  The headings contained in this Agreement 

are for reference purposes only and shall not affect in any way the meaning or 

interpretation of this Agreement.  Whenever the words “include”, “includes” or 

“including” are used in this Agreement, they shall be deemed to be followed by the words 

“without limitation”.  The words “hereof”, “herein”, “hereto” and “hereunder” and words 

of similar import when used in this Agreement shall refer to this Agreement as a whole 

and not to any particular provision of this Agreement.  The term “or” is not exclusive.  

The word “extent” in the phrase “to the extent” shall mean the degree to which a subject 

or other thing extends, and such phrase shall not mean simply “if”.  The definitions 

contained in this Agreement are applicable to the singular as well as the plural forms of 

such terms.  Any agreement, instrument or Law defined or referred to herein or in any 

agreement or instrument that is referred to herein means such agreement, instrument or 

Law as from time to time amended, modified or supplemented, unless otherwise 

specifically indicated.  References to a person are also to its permitted successors and 

assigns.  Each of the parties has participated in the drafting and negotiation of this 

Agreement.  If an ambiguity or question of intent or interpretation arises, this Agreement 

must be construed as if it is drafted by all of the parties, and no presumption or burden of 

proof will arise favoring or disfavoring any party by virtue of authorship of any of the 

provisions of this Agreement. 

 Severability.  If any term, condition or other provision of this 

Agreement is finally determined by a court of competent jurisdiction to be invalid, illegal 

or incapable of being enforced by any applicable Law or public policy, all other terms, 

provisions and conditions of this Agreement shall nevertheless remain in full force and 

effect so long as the economic or legal substance of the transactions contemplated hereby 

is not affected in any manner materially adverse to any party.  Upon such determination 

that any term or other provision is invalid, illegal or incapable of being enforced, the 

parties shall negotiate in good faith to modify this Agreement so as to effect the original 

intent of the parties as closely as possible to the fullest extent permitted by applicable 

Law in an acceptable manner to the end that the transactions contemplated hereby are 

fulfilled to the extent possible. 

 Counterparts.  This Agreement may be executed in one or more 

counterparts (including by electronic mail), each of which shall be deemed to be an 

original but all of which taken together shall constitute one and the same agreement, and 

shall become effective when one or more counterparts have been signed by each of the 

parties and delivered to the other parties. 
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 Entire Agreement; No Third-Party Beneficiaries.  This Agreement 

(i) constitutes the entire agreement and supersedes all prior agreements and 

understandings, both written and oral, among the parties with respect to the subject 

matter hereof and (ii) is not intended to confer upon any person (including any  

shareholder of any party) other than the parties any rights or remedies. 

 Governing Law; Consent to Jurisdiction.   

(i) This Agreement shall be governed by, and construed in accordance 

with, the Laws of the State of Iowa applicable to contracts executed in and to be 

performed entirely within that state, regardless of the laws that might otherwise 

govern under any applicable conflict of laws principles. 

(ii) All Actions arising out of or relating to the interpretation and 

enforcement of the provisions of this Agreement and in respect of the 

Transactions shall be heard and determined in the Iowa District Court for Polk 

County, or, if the Iowa District Court declines to accept jurisdiction over a 

particular matter, any federal court within the State of Iowa, or, if both the Iowa 

District Court and the federal courts within the State of Iowa decline to accept 

jurisdiction over a particular matter, any other state court within the State of Iowa, 

and, in each case, any appellate court therefrom.  The parties hereby irrevocably 

submit to the exclusive jurisdiction and venue of such courts in any such Actions 

and irrevocably waive the defense of an inconvenient forum or lack of jurisdiction 

to the maintenance of any such Action.  The consents to jurisdiction and venue set 

forth in this Section 7(g)(ii) shall not constitute general consents to service of 

process in the State of Iowa and shall have no effect for any purpose except as 

provided in this paragraph and shall not be deemed to confer rights on any Person 

other than the parties.  Each party agrees that service of process upon such party 

in any Action arising out of or relating to this Agreement shall be effective if 

notice is given by overnight courier at the address set forth in Section 7(b).  The 

parties agree that a final judgment in any such Action shall be conclusive and may 

be enforced in other jurisdictions by suit on the judgment or in any other manner 

provided by applicable Law; provided, however, that nothing contained in the 

foregoing shall restrict any party’s rights to seek any post-judgment relief 

regarding, or any appeal from, a final trial court judgment. 

 Assignment.  Neither this Agreement nor any of the rights, 

interests or obligations hereunder shall be assigned, in whole or in part, by operation of 

Law or otherwise, by any of the parties without the prior written consent of the other 

parties.  No assignment by any party shall relieve such party of any of its obligations 

hereunder.  Subject to the immediately preceding two sentences, this Agreement shall be 

binding upon, inure to the benefit of, and be enforceable by, the parties and their 

respective successors and permitted assigns.  Any purported assignment not permitted 

under this Section 7(h) shall be null and void. 

 Enforcement.  This Agreement is intended to be a voting 

agreement under Section 490.731 of the Iowa Business Corporations Act (“IBCA”) and 
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shall be specifically enforceable as provided in the IBCA. The parties agree that 

irreparable damage would occur in the event that any of the provisions of this Agreement 

were not performed in accordance with their specific terms or were otherwise breached, 

and that monetary damages, even if available, would not be an adequate remedy therefor.  

It is accordingly agreed that, prior to the termination of this Agreement pursuant to 

Section 5, the parties shall be entitled to an injunction or injunctions to prevent breaches 

of this Agreement and to enforce specifically the terms and provisions of this Agreement, 

without proof of actual damages (and each party hereby waives any requirement for the 

securing or posting of any bond in connection with such remedy), this being in addition 

to any other remedy to which they are entitled at law or in equity.  The parties further 

agree not to assert that a remedy of specific performance is unenforceable, invalid, 

contrary to Law or inequitable for any reason, nor to assert that a remedy of monetary 

damages would provide an adequate remedy for any such breach. 

 Waiver of Jury Trial.  EACH PARTY ACKNOWLEDGES AND 

AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS 

AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT 

ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY AND 

UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 

APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN 

RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF 

OR RELATING TO THIS AGREEMENT OR ANY OF THE TRANSACTIONS 

CONTEMPLATED HEREBY.  EACH PARTY CERTIFIES AND ACKNOWLEDGES 

THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER 

PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH 

OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO 

ENFORCE THE FOREGOING WAIVER, (B) IT UNDERSTANDS AND HAS 

CONSIDERED THE IMPLICATIONS OF SUCH WAIVER, (C) IT MAKES SUCH 

WAIVER VOLUNTARILY AND (D) IT HAS BEEN INDUCED TO ENTER INTO 

THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVER AND 

CERTIFICATIONS IN THIS SECTION 7(J). 

[Signature Page Follows.] 
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IN WITNESS WHEREOF, each party has duly executed this Agreement, 

all as of the date first written above. 

 

AMERICAN EQUITY INVESTMENT 

LIFE HOLDING COMPANY 

by 

  

 Name: Anant Bhalla 

 Title: Chief Executive Officer  

            and President 

 

 

FREESTONE RE LTD. 

by 

  

 Name:  

 Title:  

 

NORTH END RE (CAYMAN) SPC 

acting for and on behalf of, its own 

account 

by 

  

 Name:  

 Title:  
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IN WITNESS WHEREOF, each party hereto has duly executed this 
Agreement, all as of the date first written above. 

AMERICAN EQUITY INVESTMENT 
LIFE HOLDING COMPANY 

by 

Name: 
Title: 

FREESTONE RE LTD. 

by 

Name: 
Title: 

NORTH END RE (CAYMAN) SPC 

by 

Name: 
Title: 

Gregory McConnie
Director

Gregory McConnie
Chief Executive Officer
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SCHEDULE A 

Name and Address 

of Stockholder 

Number of Shares of 

Common Stock Owned  

Freestone Re Ltd. 

Ideation House, 1st Floor 

94 Pitts Bay Road 

Pembroke, HM08, Bermuda 

Attention: Anna Knapman-Scott 

Email:      anna.knapmanscott@northendre.com 

3,857,184 

North End RE (Cayman) SPC 

18 Forum Lane, 2nd Floor 

Camana Bay, PO Box 30487 

Grand Cayman KY1-1202, Cayman Islands 

Attention: Gregory McConnie 

Email:      gregory.mcconnie@brookfield.com 

12,028,979 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and the Board of Directors of Brookfield Reinsurance Ltd. 

Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of Brookfield Reinsurance Ltd. and subsidiaries (the 
“Company”) as of December 31, 2022, based on criteria established in Internal Control — Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our opinion, 
the Company maintained, in all material respects, effective internal control over financial reporting as of December 
31, 2022, based on criteria established in Internal Control — Integrated Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the combined consolidated financial statements as of and for the year ended December 31, 2022, 
of the Company and our report dated March 31, 2023, expressed an unqualified opinion on those financial 
statements.

As described in Management’s Annual Report on Internal Control over Financial Reporting, management excluded 
from its assessment the internal control over financial reporting at American National Group, LLC, which was 
acquired on May 25, 2022, and whose financial statements constitute 68% of total assets, 44% of revenues, and 56% 
of net income of the combined consolidated financial statement amounts as of and for the year ended December 31, 
2022. Accordingly, our audit did not include the internal control over financial reporting at American National 
Group, LLC.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and 
for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying 
Management’s Annual Report on Internal Control over Financial Reporting. Our responsibility is to express an 
opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting 
firm registered with the 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 audit in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting 
was maintained in all material respects. Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial statements.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. 
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate.

/s/ Deloitte LLP

Chartered Professional Accountants
Licensed Public Accountants 
Toronto, Canada 
March 31, 2023
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and the Board of Directors of Brookfield Reinsurance Ltd.

Opinion on the Financial Statements

We have audited the accompanying combined consolidated statements of financial position of Brookfield 
Reinsurance Ltd. and subsidiaries (the “Company”) as of December 31, 2022 and 2021, 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, 2022, and the related notes, and the schedule of the Condensed 
Financial Statements of Brookfield Reinsurance 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, 2022 and 2021, and its financial performance and its cash flows for each of the three years in the 
period ended December 31, 2022, in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the Company's internal control over financial reporting as of December 31, 2022, based on 
criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated March 31, 2023, expressed an unqualified opinion 
on the Company's internal control over financial reporting.

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 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. 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.

American National Insurance Company Acquisition – Future policy benefits – Refer to Notes 2 and 3 to the 
financial statements

Critical Audit Matter Description

The Company acquired 100% of the equity of American National Insurance Company (“American National”) and 
recognized an estimate of the initial fair value of net assets acquired, including future policy benefits. The estimate 
of the assumed future policy benefits required the use of complex valuation models using best estimate assumptions. 
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While there were a number of estimates and assumptions required to determine the initial fair value of the future 
policy benefits, the assumptions with the greatest estimation uncertainty are those related to discount rates, net to 
gross premium ratio and mortality assumptions. Auditing of certain valuation models 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 the valuation models and assumptions related to discount rates, net to gross premium 
ratio and mortality as it relates to the assumed future policy benefits included the following, among others:

• With the assistance of actuarial specialists, tested the reasonableness of valuation assumptions, by:

◦ Evaluating whether management’s assumptions were determined in accordance with actuarial 
principles and practices;

◦ Testing the inputs used in the determination of discount rates, net to gross premium and mortality 
assumptions, including an assessment of the use of experience studies, and considering industry 
and other external sources of data, where applicable; 

◦ Analyzing management’s interpretation and judgments based on the relative inputs, considering 
reasonable possible alternative assumptions, and considering industry and other external sources 
of data, where applicable.

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

◦ Testing the accuracy of the actuarial models for implementation of key assumptions and valuation 
methodology;

◦ 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; and,

◦ Calculating an independent estimate of the insurance contract liability for a sample of insurance 
policies and comparing the results to the Company’s results.

Future Policy Benefits — Refer to Notes 2(aa) and 13 to the financial statements

Critical Audit Matter Description

The Company has significant future policy benefits representing the majority of its total liabilities. The Company 
uses different actuarial methodologies to determine future policy benefits 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 future policy benefits, excluding 
businesses acquired in the year, 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
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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, tested the reasonableness of mortality and policyholder 
behaviour assumptions, by:

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

◦ Testing inputs used in the determination of the mortality and policyholder behaviour assumptions; 
and,

◦ 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.

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

◦ Testing the accuracy of the actuarial models for implementation of key assumptions and valuation 
methodology;

◦ 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; and,

◦ Calculating an independent estimate of the insurance contract liability for a sample of insurance 
policies and comparing the results to the Company’s results.

/s/ Deloitte LLP

Chartered Professional Accountants
Licensed Public Accountants 
Toronto, Canada 
March 31, 2023

We have served as the Company’s auditor since 2016. 
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COMBINED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS AT DEC. 31
US$ MILLIONS Note 2022 2021
Assets

Cash and cash equivalents      ....................................................................... 4 $ 2,145 $ 393 
Investments  .............................................................................................. 4  28,098  4,943 
Accrued investment income     ....................................................................  341  21 
Premiums due and other receivables  .......................................................  436  — 
Reinsurance funds withheld   ..................................................................... 5  5,610  4,650 
Derivative assets  ...................................................................................... 4  44  146 
Deferred tax asset     .................................................................................... 19  531  20 
Property and equipment  ........................................................................... 6  194  2 
Prepaid pension   ........................................................................................ 25  154  — 
Equity accounted investments      ................................................................. 7  1,673  344 
Deferred acquisition costs      ....................................................................... 8  1,732  776 
Reinsurance assets     ................................................................................... 13,14  570  169 
Investment properties     ............................................................................. 9  562  — 
Other assets   .............................................................................................. 10  262  29 
Goodwill     ................................................................................................. 3,11  102  — 
Separate account assets    ........................................................................... 12  1,045  — 

Total assets     ..................................................................................................  43,499  11,493 
Liabilities

Future policy benefits    .............................................................................. 13  15,771  8,497 
Policyholders' account balances     .............................................................. 13  14,310  — 
Policy and contract claims    ....................................................................... 14  1,786  — 
Unearned premium reserve   ......................................................................  1,086  — 
Due to related parties   ............................................................................... 23  309  467 
Reinsurance payable   ................................................................................  90  75 
Derivative liabilities      ................................................................................ 4  38  1 
Other policyholder funds       .........................................................................  322  — 
Notes payable      .......................................................................................... 4  151  — 
Corporate borrowings      .............................................................................. 16  2,160  693 
Subsidiary borrowings      ............................................................................. 16  1,492  — 
Deferred revenue    .....................................................................................  78  82 
Liabilities issued to reinsurance entities     ..................................................  151  167 
Funds withheld liabilities   ......................................................................... 4  10  12 
Preferred shares    ....................................................................................... 20  2,512  — 
Other liabilities     ........................................................................................ 17  731  64 
Separate account liabilities    ...................................................................... 12  1,045  — 

Total liabilities      ............................................................................................  42,042  10,058 
Equity

Class A exchangeable and Class B  ..........................................................  432  539 
Class C     .....................................................................................................  1,017  896 
Non-controlling interests     .........................................................................  8  — 

Total equity      .................................................................................................  1,457  1,435 
Total liabilities and equity     ......................................................................... $ 43,499 $ 11,493 

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 Note 2022 2021 2020
Premiums

Gross     ................................................................................ $ 4,910 $ 7,163 $ 431 
Ceded     ...............................................................................  (650)  (1)  (1) 

Net premiums   ...................................................................  4,260  7,162  430 
Other policy revenue    ..........................................................  224  —  — 
Net investment income   ...................................................... 4  336  1  84 
Net investment results from funds withheld    ...................... 4  281  78  — 
Total revenues    ..................................................................  5,101  7,241  514 

Income from equity accounted investments    .................. 7  222  8  — 

Benefits and claims paid on insurance contracts 14
Gross     ................................................................................  2,019  310  63 
Ceded     ...............................................................................  (384)  (18)  (25) 

Change in future policy benefits 13
Gross     ................................................................................  2,150  6,958  457 
Ceded     ...............................................................................  39  22  11 

Interest credited to policyholders' account balances      ..........  156  —  — 
Commissions for acquiring and servicing policies      ............  412  —  — 
Changes in deferred acquisition costs   ................................ 8  (383)  (44)  — 
Other reinsurance expenses   ................................................  125  19  — 
Operating expenses    ............................................................ 18  433  35  6 
Interest expense     ..................................................................  196  9  — 
Total benefits and expenses     .............................................  4,763  7,291  512 
Net income (loss) before income taxes  ............................  560  (42)  2 
Current tax expense  ............................................................ 19  (21)  —  (1) 
Deferred tax expense  .......................................................... 19  (47)  (2)  — 
Net income (loss) for the year  .......................................... $ 492 $ (44) $ 1 
Attributable to:
Brookfield Corporation1

   .....................................................  —  5  1 
Class A exchangeable and Class B shareholders2

     ..............  6  3  — 
Class C shareholders2

   .........................................................  484  (52)  — 
Non-controlling interests   ....................................................  2  —  — 

$ 492 $ (44) $ 1 
Net income (loss) per class C share  .................................
Basic   ................................................................................... 21 $ 15.68 $ (2.58) 

1. For the periods prior to June 28, 2021. See Note 1(b).
2. For the periods June 28, 2021 onward. 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 COMPREHENSIVE INCOME (LOSS)

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS Note 2022 2021 2020
Net income (loss)    .............................................................. $ 492 $ (44) $ 1 
Other comprehensive income (loss) that will be 
reclassified to net income (loss)

Equity accounted other comprehensive income (loss)   7  —  44  — 
Net unrealized loss on available for sale securities    .....  (1,009)  (55)  1 
Net realized gain on derivatives      ..................................  29  —  — 
Income tax recovery (expense)   .................................... 19  186  —  — 
Foreign currency translation  ........................................  (19)  (4)  2 

Other comprehensive income (loss) that will not be 
reclassified to net income (loss)

Defined benefit pension plan adjustment      .................... 25  (12)  —  — 
Income tax recovery      .................................................... 19  2  —  — 

Total other comprehensive (loss) income   .....................  (823)  (15)  3 
Comprehensive (loss) income       ....................................... $ (331) $ (59) $ 4 

Attributable to:
Brookfield Corporation1

    ...................................................  —  6  4 
Class A & B Shareholders2

   ...............................................  6  3  — 
Class C Shareholders2

    .......................................................  (339)  (68)  — 
Non-controlling interests  ..................................................  2  —  — 

$ (331) $ (59) $ 4 

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

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

9



COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Class A exchangeable and Class B shareholders Class C shareholders

AS AT AND FOR THE YEAR ENDED
DEC. 31 2022
US$ MILLIONS Share Capital

Accumulated 
Surplus 

Accumulated Other 
Comprehensive 
Income (Loss)

Class A 
exchangeable and 

Class B 
shareholders

Share 
Capital

Accumulated 
Surplus (Deficit)

Accumulated 
Other 

Comprehensive 
Loss

Class C 
shareholders

Non-
controlling 

interests
Total 

Equity
Balance as at January 1, 2022    ...................... $ 536 $ 3 $ — $ 539 $ 963 $ (51) $ (16) $ 896 $ — $ 1,435 
Changes in the year:

Net income    .................................................  —  6  —  6  —  484  —  484  2  492 
Other comprehensive loss    ...........................  —  —  —  —  —  (823)  (823)  —  (823) 

Comprehensive income (loss)  .........................  —  6  —  6  —  484  (823)  (339)  2  (331) 
Other items:

Equity issuances      .........................................  —  —  —  —  450  —  —  450  11  461 
     Distributions1

   ..............................................  (59)  —  —  (59)  —  —  —  —  (5)  (64) 
Derecognition of equity accounted 
investments    ................................................  —  —  —  —  —  —  (44)  (44)  — $ (44) 

     Other    ...........................................................  (54)  —  —  (54)  54  —  —  54  —  — 
Total change in the year      ..................................  (113)  6  —  (107)  504  484  (867)  121  8  22 
Balance as at December 31, 2022       ................. $ 423 $ 9 $ — $ 432 $ 1,467 $ 433 $ (883) $ 1,017 $ 8 $ 1,457 

1. The company distributed $0.14 in the form of a return of capital per each Class A exchangeable and Class B share in each quarter of 2022. In addition, the company completed a special distribution of shares of Brookfield Asset Management Ltd. (the “Manager shares”) to the holders of the company’s class A 
exchangeable shares and class B shares in the amount of $5.481 per share in the fourth quarter of 2022.

The accompanying notes are an integral part of the combined consolidated financial statements.
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COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)
Brookfield Corporation Class A exchangeable and Class B shareholders Class C shareholders

AS AT AND FOR THE YEAR ENDED
DEC. 31 2021
US$ MILLIONS

Share 
Capital

Accumulated 
Surplus

Accumulated 
Other 

Comprehensive 
Income

Brookfield 
Corporation

Share 
Capital

Accumulated 
Surplus

Accumulated 
Other 

Comprehensive 
Income

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income

Class C 
shareholders

Non-
controlling 

interests
Total 

Equity
Balance as at January 1, 2021   .... $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ — $ 83 
Changes in the year:

Net income (loss)      .....................  —  5  —  5  —  3  —  3  —  (52)  —  (52)  —  (44) 
Other comprehensive income 
(loss)  ........................................  —  —  1  1  —  —  —  —  —  —  (16)  (16)  —  (15) 

Comprehensive income   .................  —  5  1  6  —  3  —  3  —  (52)  (16)  (68)  —  (59) 
Other items:

Equity issuances / 
Reorganization1

    ........................  (78)  —  —  (78)  539  —  —  539  963  —  —  963  —  1,424 
     Return of capital2

  ......................  —  —  —  —  (3)  —  —  (3)  —  —  —  —  —  (3) 
Common control transaction 
adjustments3

 ..............................  —  (6)  (5)  (11)  —  —  —  —  —  1  —  1  —  (10) 
Total change in the year    ................  (78)  (1)  (4)  (83)  536  3  —  539  963  (51)  (16)  896  —  1,352 
Balance as at December 31, 
2021   ............................................... $ — $ — $ — $ — $ 536 $ 3 $ — $ 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.
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COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Brookfield Corporation Class A exchangeable and Class B shareholders Class C shareholders

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

Share 
Capital

Accumulated 
Surplus

Accumulated 
Other 

Comprehensive 
Income

Brookfield 
Corporation

Share 
Capital

Accumulated 
Surplus

Accumulated 
Other 

Comprehensive 
Income

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income

Class C 
shareholders

Non-
controlling 

interests
Total 

Equity
Balance as at January 1, 2020      ... $ 65 $ — $ 1 $ 66 $ — $ — $ — $ — $ — $ — $ — $ — $ — $ 66 
Changes in the year:

Net income   ...............................  —  1  —  1  —  —  —  —  —  —  —  —  —  1 
Other comprehensive income     ..  —  —  3  3  —  —  —  —  —  —  —  —  —  3 

Comprehensive income     ................  —  1  3  4  —  —  —  —  —  —  —  —  —  4 
Other items:

Equity issuances  .......................  13  —  —  13  —  —  —  —  —  —  —  —  —  13 
Total change in the year       ...............  13  1  3  17  —  —  —  —  —  —  —  —  —  17 
Balance as at December 31, 
2020    .............................................. $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ — $ 83 

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 2022 2021 2020
Operating activities

Net income   .................................................................................. $ 492 $ (44) $ 1 
Non-cash items affecting net income

Premiums received in kind   .....................................................  (1,097)  (167)  — 
Amortization and accretion on investments   ...........................  (47)  —  — 
Depreciation     ...........................................................................  13  —  — 
Unrealized losses on investments and derivatives   .................  452  6  (51) 
Effect of foreign exchange rates    ............................................  (8)  —  — 
Deferred income tax    ...............................................................  65  2  1 
Income from equity accounted investments     ..........................  (222)  (8)  — 
Interest credited to policyholders’ account balances    .............  156  —  — 

     Net capitalized interest on policy loans and mortgage loans .  (17)  —  — 
Realized gain on investments and derivatives      .......................  21  (23)  — 

Changes in non-cash balances related to operations
Changes in accrued investment income     .................................  (222)  —  — 
Changes in reinsurance funds withheld    .................................  (960)  (4,650)  — 
Changes in deferred tax asset   .................................................  (6)  (24)  — 
Changes in prepaid pension   ...................................................  (8)  —  — 
Changes in deferred acquisition costs  ....................................  (382)  (776)  — 
Changes in reinsurance assets   ................................................  50 22 10
Changes in future policy benefits     ..........................................  2,236  7,152 457
Changes to policyholders’ account balances      .........................  (212)  —  — 
Changes in funds withheld liabilities    .....................................  —  —  12 
Changes in working capital and other    ....................................  384  202  (1) 

Operating activities affecting cash
Income tax paid      ......................................................................  (52)  —  — 
Realized gains on investments and derivatives    ......................  6  (4)  (3) 
Purchase of derivatives    ..........................................................  (66)  (133)  — 
Proceeds from disposal of derivatives    ...................................  45  79  — 
Dividend and interest income received   ..................................  (514)  (53)  (27) 

       Other non-cash items  ..............................................................  —  —  — 
Cash flows from operating activities    .........................................  107  1,581  399 
Investing activities

Acquisition of subsidiary, net of cash acquired     ..........................  (4,086)  —  — 
Dividends and interest received    ..................................................  514  53  27 
Purchase of investments

Corporate bonds     .....................................................................  (2,759)  (1,480)  (971) 
Government and treasuries     ....................................................  (7,018)  (2,755)  — 
Private debt   ............................................................................  (503)  (181)  — 
Common equity ......................................................................  (493)  (644)  — 
Preferred shares   ......................................................................  (42)  —  — 
Private equity and other    .........................................................  (1,446)  (235)  — 
Asset-backed securities  ..........................................................  (16)  —  — 
Mortgages    ..............................................................................  (1,398)  (185)  — 
Private loans     ...........................................................................  (1,537)  (512)  (4) 

Purchase of short term investments     ............................................  (6,583)  —  — 
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Proceeds from sales and maturities of investments
Corporate bonds     .....................................................................  3,936  386  561 
Government and treasuries     ....................................................  7,804  1,615  — 
Private debt   ............................................................................  143  —  — 
Common equity ......................................................................  362  20  — 
Private equity and other    .........................................................  138  1  1 
Asset-backed securities  ..........................................................  21  —  — 
Mortgages    ..............................................................................  916  18  — 
Private loans     ...........................................................................  58  36  2 

Proceeds from disposal of short term investments      .....................  7,957  —  — 
Distributions from equity accounted investments     ......................  233  —  — 
Change in collateral held for derivatives    ....................................  8  —  — 
Purchase of equity accounted investments       .................................  (695)  —  — 
Purchase of investment properties   ..............................................  (37)  —  — 
Proceeds from disposal of investment properties    .......................  4  —  — 
Proceeds from disposal of derivative instruments  ......................  146  —  — 
Proceeds from disposal of property and equipment      ...................  5  —  — 
Purchase of intangibles and property and equipment   .................  (24)  (1)  (1) 
Other     ...........................................................................................  51  —  — 

Cash flows from investing activities     ..........................................  (4,341)  (3,864)  (385) 
Financing activities

Issuance of common equity     ........................................................  450  1,410  13 
Issuance of preferred equity  ........................................................  2,512  —  — 
Return of capital      .........................................................................  (6)  (8)  — 
Borrowings from related parties     .................................................  258  960  — 
Repayments of borrowings to related parties      .............................  (633)  (582)  — 
Borrowings from external parties     ...............................................  5,206  693  — 
Repayment of borrowings to external parties    .............................  (2,239)  —  — 

  Borrowings issued to reinsurance entities   ...................................  50  167  — 
  Repayment of borrowings issued to reinsurance entities    ............  (100)  —  — 

Policyholders’ account deposits    .................................................  1,407  —  — 
Policyholders’ account withdrawals  ...........................................  (896)  —  — 
Debt issuance costs      .....................................................................  (10)  —  — 
Payments to non-controlling interests     ........................................  (5)  —  — 
Proceeds from repurchase agreement    .........................................  388  464  222 
Repayments of repurchase agreement  ........................................  (388)  (464)  (222) 

Cash flows from financing activities ..........................................  5,994  2,640  13 
Cash and cash equivalents

Cash and cash equivalents, beginning of year    ............................  393  35  13 
Net change during the year  .........................................................  1,760  357  27 
Foreign exchange on cash balances held in foreign currencies     ..  (8)  1  (5) 

Cash and cash equivalents, end of year   ..................................... $ 2,145 $ 393 $ 35 

Supplementary cash flow disclosures
Interest paid     ................................................................................ $ 85 $ 8 $ — 
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NOTE 1. ORGANIZATION AND DESCRIPTION OF THE COMPANY

(a) Brookfield Reinsurance Ltd.

Brookfield Reinsurance Ltd. (“Brookfield Reinsurance” or the “Company”) is a Bermuda corporation 
incorporated on December 10, 2020 and governed by the laws of Bermuda. 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 "BNRE". In December 2022, the company changed its name from Brookfield Asset 
Management Reinsurance Partners Ltd. to Brookfield Reinsurance Ltd. and changed its trading symbol from 
"BAMR" to "BNRE". The company’s operations are located primarily in Bermuda, the United States, 
Canada, and the Cayman Islands. The company’s registered head office is Ideation House, 1st Floor, 94 Pitts 
Bay Road, Pembroke, HM08, 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.”), North End 
Re (Cayman) SPC ("NER SPC"), Brookfield Annuity Company ("BAC") and American National Insurance 
Group, LLC (“American National”). 

The company operates a leading capital solutions business providing insurance and reinsurance services to 
individuals and institutions. Through its operating subsidiaries, the company offers a broad range of insurance 
products including life insurance and annuities, and personal and commercial property and casualty insurance. 
The business is presently conducted through our subsidiaries under three operating segments: Reinsurance, 
Pension Risk Transfer ("PRT") and Direct Insurance. 

(b) Spin-off of Brookfield Reinsurance Ltd.

On June 28, 2021, Brookfield Corporation (“Brookfield”), formerly Brookfield Asset Management Inc., 
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 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 effected a reorganization so that the company’s PRT business (the 
“Business”) and other investments that were historically owned and operated by Brookfield, 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:

(i) Class A exchangeable shares

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

(ii) Class B shares

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

15



(iii) Class C shares

As part of the Spin-off, Brookfield 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 for consideration of $250 million. In 
May 2022, the company issued an additional 11 million class C shares to Brookfield for consideration of 
$450 million. As at December 31, 2022, there were 41 million class C shares outstanding (December 31, 2021 
- 24 million). Brookfield owns all the issued and outstanding class C shares.

(iv) Equity Commitment

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 a number of class C shares or junior preferred 
shares. Further details of the equity commitment are described in Note 23.

(v) Credit Agreement

As part of the Spin-off, the company entered into a credit agreement with Brookfield (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 23. 

(vi) Support Agreement

As part of the Spin-off, the company entered into a support agreement with Brookfield (the “Support 
Agreement”). Brookfield 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 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 23.

(vii) Rights Agreement

As part of the Spin-off, the company entered into a rights agreement with Brookfield (the “Rights 
Agreement”), pursuant to which Brookfield has agreed that on the applicable specified exchange date with 
respect to any class A exchangeable shares submitted for exchange, Brookfield 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 23.

(viii) Administration Agreement

As part of the Spin-off, the company entered into an administration agreement with Brookfield (the 
“Administration Agreement”), pursuant to which Brookfield 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. On August 5, 2022, the Administration Agreement 
was amended to include providing the services of the Chief Financial Officer. Further details of the 
Administration Agreement are described in Note 23.

(ix) Investment Management Agreement

As part of the Spin-off, the company entered into one or more Investment Management Agreements 
appointing Brookfield 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 
23.

16



(x) Licensing Agreement

As part of the Spin-off, the company entered into a licensing agreement with Brookfield (the “Brookfield 
Licensing Agreement”), pursuant to which Brookfield 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 23.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of Compliance

These Combined Consolidated Financial Statements (“financial statements”) have been prepared in 
accordance with International Financial Reporting Standards as issued by the International Accounting 
Standards Board (“IFRS”). 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 31, 
2023.

(b) 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.

(c) Continuity of Interest

As described above, Brookfield Reinsurance was established on December 10, 2020 by Brookfield and on 
June 28, 2021 Brookfield 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 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 were common control transactions. In accordance with the company's and Brookfield's 
accounting policy, the company has reflected the Business in its financial position and results of operations 
using Brookfield's carrying values prior to the spin-off.

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 company's 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 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 23). 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.
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(d) 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 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), plus unpaid distributions. Brookfield 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.

(e) Class B shares

As described in Note 1 (b)(ii), the company’s equity interests include the class B shares held by Brookfield 
Reinsurance 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 Brookfield Reinsurance 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.

(f) Class C shares

As described in Note 1 (b)(iii), the company’s equity interests include the class C shares held by Brookfield. 
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. 

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.

(g) Preferred shares

On May 25, 2022, the company issued 98,351,547 Class A Junior Preferred Shares, Series 1 ("preferred 
shares"), to Brookfield, for proceeds of $2.5 billion. Each preferred share is non-voting and is redeemable at 
$25 per share. On December 9, 2022, Brookfield Reinsurance issued 2,108,733 Class A Junior Preferred 
Shares, Series 2 ("preferred shares") for $53 million to Brookfield. Each of these preferred shares is 
redeemable, together with any accrued and unpaid dividends, at the option of the issuer, subject to certain 
restrictions. Further, these preferred shares entitle the holders thereof to a fixed cumulative 4.5% preferential 
cash dividend payable annually as and when declared by the issuer’s board of directors. At December 31, 
2022, there was $67 million of accrued dividends (December 31, 2021 - $Nil).

The Class A Junior Preferred Shares are retractable by the holder, at par value together with an amount equal 
to all dividends accrued and unpaid, on demand, at any point on or after seventh anniversary of the date of 
issue. The preferred shares are recognized as liability due to the redemption nature on the Combined 
Consolidated Statements of Financial Position ("Statements of Financial Position") and are classified as 
amortized cost. The dividends are recognized as interest expense on the Combined Consolidated Statements 
of Operations ("Statements of Operations").
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(h) Business Combinations

Business combinations are accounted for using the acquisition method. The cost of a business acquisition is 
measured at the aggregate of the fair values at the date of exchange of assets given, liabilities incurred or 
assumed, and equity instruments issued in exchange for control of the acquiree. The acquiree’s identifiable 
assets, liabilities and contingent liabilities are recognized at their fair values at the acquisition date. The 
interest of non-controlling shareholders in the acquiree, if applicable, is initially measured at the non-
controlling shareholders’ proportion of the net fair value of the identifiable assets, liabilities and contingent 
liabilities recognized.

To the extent the fair value of consideration paid exceeds the fair value of the net identifiable tangible and 
intangible assets, the excess is recorded as goodwill. To the extent the fair value of consideration paid is less 
than the fair value of net identifiable tangible and intangible assets, the excess is recognized in net income.

Transaction costs are recorded as operating expenses on the Statements of Operations.

(i) Cash and cash equivalents

Cash and cash equivalents include cash, demand deposits 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, demand deposits and short term investments that are for use 
by the company as part of the reinsurance funds withheld arrangement (Note 2(m)).

(j) Short term investments

Short term investments are primarily term deposit and commercial paper with original maturities of over 90 
days and less than one year.

(k) Investments

Investments are financial assets which are comprised of debt securities, equity securities and loans and 
receivables. The company uses settlement date to account for private investment transactions and trade date to 
account for other investment transactions. 

Financial assets are classified into one of the following categories:

• Available for sale ("AFS") assets are measured at fair value, with changes in fair value recognized in 
other comprehensive income (loss);

• Fair value through profit or 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 supporting future policy benefits within our PRT business are classified as loans and 
receivables or designated as FVTPL. Financial assets supporting modified coinsurance reserves within 
reinsurance treaties are designated as FVTPL. Any changes in the fair value of the underlying assets matched 
to the future policy benefits are directly reflected in the future policy benefits. Unless the asset is deemed to 
be impaired, changes in the fair value of assets matching these liabilities and changes in the corresponding 
future policy benefits are directly recognized in the Statements of Operations in order to avoid a mismatch 
that would otherwise arise. Transaction costs related to FVTPL investments are recognized within net 
investment income on the Statements of Operations as incurred.

Loans and receivables are measured at amortized cost using the effective interest method, less any applicable 
provision for impairment. Transaction costs and certain fees the company receives related to loans and 
receivables are capitalized as a part of the carrying value at initial recognition.
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Financial assets are classified according to their nature and use by the company at the time of initial 
recognition. The remaining financial assets other than FVTPL and loans and receivables are classified as 
AFS. Unrealized gains (losses) are recognized in other comprehensive income. Upon realization, gains or 
losses are reclassified to the Statements of Operations and recorded in net investment income. Transaction 
costs related to AFS investments are capitalized as a part of the carrying value at initial recognition.

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 and presented in realized gains 
(losses) on investments within net investment income.

(l) Derivative financial instruments and hedge accounting

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, equity-indexed options 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 the fair value of derivatives are recorded in net investment 
income in the Statements of Operations.

Hedge accounting is applied when the derivative is designated as a hedge of a specific exposure and there is 
assurance that it will continue to be effective as a hedge based on an expectation of offsetting fair values. 
Hedge accounting is discontinued prospectively when the derivative no longer qualifies as a hedge or the 
hedging relationship is terminated. For those derivatives which qualify and have been designated as fair value 
hedges, net income includes the changes in the fair value of both the derivative instrument and the hedged 
risk. The hedged item carrying amount shall be adjusted for the gain or loss.

In some instances, the company holds collateral to offset exposure from its counterparties relating to its 
derivative instruments. Collateral that supports credit risk is reported in the Statements of Financial Position 
as an offset to other invested assets with an associated payable to other liabilities for excess collateral.

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

(m) 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(l)).
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(n) Investment in associates, joint ventures and other limited partnership interests

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. Joint ventures are joint arrangements whereby the parties that have joint control of 
the arrangement have the rights to the net assets of the joint arrangement. Joint control is the contractually 
agreed sharing of control over an arrangement, which exists only when decisions about the relevant activities 
require unanimous consent of the parties sharing control. Other limited partnership interests are partnership 
arrangements in which the company has the ability to exercise significant influence over the investee’s 
operations, but it does not have a controlling interest and is not the primary beneficiary.

The equity method is used to account for the company’s investments in associates, joint ventures and other 
limited partnership interests within the Statements of Financial Position and the Statements of Operations.

Interests in associates, joint ventures and other limited partnership interests accounted for using the equity 
method are initially recognized at cost. At the time of initial recognition, if the cost of the associate or joint 
venture or other limited partnership interests 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 or joint venture or other limited partnership 
interests is greater than the company’s proportionate share of the underlying fair value, goodwill relating to 
the associate or joint venture or other limited partnership interests is included in the carrying amount of the 
investment.

Subsequent to initial recognition, the carrying value of the company’s interest in an associate or joint venture 
or other limited partnership interests is adjusted for the company’s share of comprehensive income and 
distributions of the investee. Profit and losses resulting from transactions with an associate or joint venture or 
other limited partnership interests are recognized in the financial statements based on the interests of 
unrelated investors in the investee. The carrying value of associates or joint ventures or other limited 
partnership interests 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 7.

(o) 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 thirty 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 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.

(p) Intangible assets

Intangible assets consist of capitalized costs of estimated fair value of computer software, distributor 
relationships, trade name and insurance licenses. Intangible assets are included in other assets within the 
Statements of Financial Position.

Definite-lived intangible assets are carried at cost less accumulated amortization. Amortization expense is 
primarily calculated using the straight-line amortization method.
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The company assesses the impairment of definite-lived intangible assets in accordance with its policy for the 
impairment of property and equipment. The company assesses the impairment of indefinite-lived intangible 
assets in accordance with its policy for the impairment of goodwill.

(i) Distributor Relationships

The distribution assets reflect relationships American National has with third-party intermediaries that sell 
new business for the company. These assets are valued using the multi-period excess-earnings method, which 
derives value based on the present value of the after-tax cash flows attributable to the intangible asset only. 
The average useful life of distributor relationships is 19 years.

(ii) Trade Name

This represents American National's trade name and was valued using the relief from royalty method, which 
derives value based on present value of the after-tax royalty savings attributable to owning the intangible 
asset. The useful life of the trade name is 10 years.

(iii) Insurance Licenses

Given the highly regulated nature of the insurance industry, companies are required to hold certain licenses to 
operate. These licenses are valued using the comparable transaction method based on observable license 
transactions in the insurance industry. Insurance licenses represent an indefinite-lived intangible asset.

(q) Deferred acquisition costs and value of business acquired

Deferred policy acquisition costs (“DAC”) are capitalized costs related directly to the successful acquisition 
of new or renewal insurance contracts. Significant costs are incurred to acquire insurance, reinsurance, and 
annuity contracts, including commissions and certain underwriting, policy issuance, and processing expenses. 

DAC on Reinsurance business is amortized over the life of the policies in proportion to the estimated gross 
profits. Costs that are directly related to the successful acquisition of reinsurance contracts are capitalized as 
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.

Effective October 1, 2022, the company made a change in accounting policy to treat the difference between 
the amount paid for reinsurance contracts and the amount of the liabilities for policy benefits relating to the 
underlying reinsured contracts as the cost of reinsurance that is deferred and amortized over the reinsurance 
contract. This was applied retrospectively as it resulted in reliable and more relevant information about the 
effects of the reinsurance treaty on the company's financial conditions and performance. 

DAC on traditional life, including limited-pay contracts, and health products is amortized with interest over 
the anticipated premium-paying period of the related policies in proportion to the ratio of annual premium 
revenue expected to be received over the life of the policies. Expected premium revenue is estimated by using 
the same mortality, morbidity, and withdrawal assumptions used in computing liabilities for future policy 
benefits. 

DAC on universal life and investment-type contracts is amortized as a level percentage of the present value of 
anticipated gross profits from investment yields, mortality, and surrender charges. The effect of the realization 
of unrealized gains (losses) on DAC is recognized in net unrealized loss on available for sale securities in the 
Statements of Financial Position as of the reporting date. A change in interest rates could have a significant 
impact on DAC calculated for these contracts. 

DAC associated with property and casualty business is amortized over the coverage period of the related 
policies, in relation to premiums earned. 

DAC on participating whole life products is amortized in proportion to estimated gross margins. Estimated 
gross margins are equal to premiums, plus investment income, less benefits, less expenses not included in 
DAC, less the change in reserves, less dividends.
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For short-duration and long-duration contracts, DAC is grouped consistent with the manner in which 
insurance contracts are acquired, serviced, and measured for profitability and is reviewed for recoverability 
based on the profitability of the underlying insurance contracts. Investment income is anticipated in assessing 
the recoverability of DAC for short-duration contracts.

Value of Business Acquired ("VOBA") is the intangible asset representing the value assigned to contracts 
already in force.

In conjunction with the acquisition of insurance policies or investment contracts, a portion of the purchase 
price is allocated to the right to receive future gross profits from cash flows and earnings of associated 
insurance policies and investment contracts. This intangible asset is based on the actuarially estimated present 
value of future cash flows from associated insurance policies and investment contracts acquired. The 
estimated present value of future cash flows used in the calculation of VOBA is based on certain assumptions, 
including mortality, persistency, expenses and interest rates that the company believes to be those of a market 
participant. The company amortizes VOBA based on the estimated premium earning patterns. 

(r) Reinsurance assets

In the normal course of business, BAC and American National are users 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 and American National remain liable to its policyholders for the portion reinsured. 

Reinsurance assets are estimated amounts due to the company from reinsurers related to paid and unpaid 
ceded claims and claim adjustment expenses ("CAE") and are presented net of a reserve for collectability. 
Recoveries of gross ultimate losses under our non-catastrophe reinsurance are estimated by a review of 
individual large claims and the ceded portion of IBNR using assumed distribution of loss by percentage 
retained. Recoveries of gross ultimate losses under our catastrophe reinsurance are estimated by applying 
reinsurance treaty terms to estimates of gross ultimate losses. The most significant assumption is the average 
size of the individual losses for those claims that have occurred but have not yet been reported and our 
estimate of gross ultimate losses. The ultimate amount of the reinsurance ceded recoverable is unknown until 
all losses settle.

At each reporting date, the reinsurance assets, if any, are assessed for impairment. If there is objective 
evidence that the reinsurance assets 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.

(s) Investment properties

Investment properties are held primarily to earn rental income or capital appreciation or for both, but are not 
for sale in the ordinary course of business. The company accounts for its investment properties in accordance 
with IAS 40 Investment Property (“IAS 40”). Investment properties including related improvements are 
stated at cost less accumulated depreciation. Depreciation is provided on a straight-line basis over the 
estimated useful life of the asset (typically 15 to 50 years). Rental income is recognized on a straight-line 
basis over the term of the respective lease and is measured, depreciated and assessed for impairment in the 
same manner as property and equipment.

(t) Goodwill

Goodwill is measured as the excess of the sum of the consideration transferred over the net of the acquisition-
date amounts of the identifiable assets acquired and the liabilities assumed. Goodwill is allocated to the cash-
generating unit or units to which it relates. The company identifies cash-generating units as identifiable 
groups of assets that are largely independent of the cash inflows from other assets or groups of assets.
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Goodwill is evaluated for impairment annually or more often if events or circumstances indicate there may be 
impairment. Impairment is determined for goodwill by assessing if the carrying value of a cash-generating 
unit, including the allocated goodwill, exceeds its recoverable amount determined as the greater of the 
estimated value-in-use and fair value less costs of disposal. Impairment losses recognized in respect of a cash-
generating unit are first allocated to the carrying value of goodwill and any excess is allocated to the carrying 
amount of assets in the cash-generating unit. Any goodwill impairment is charged to profit or loss in the 
period in which the impairment is identified. Impairment losses on goodwill are not subsequently reversed. In 
the year of a business acquisition, the recoverability of the acquired goodwill is assessed by revisiting the 
assumptions of the related underwriting model.

The company assesses the impairment of goodwill by reviewing the value-in-use or fair value less costs of 
disposal of the cash-generating units to which goodwill has been allocated. The company uses the following 
significant assumptions and estimates: the circumstances that gave rise to the goodwill, timing and amount of 
future cash flows expected from the cash-generating unit, discount rates, terminal capitalization rates, 
terminal valuation dates, useful lives and residual values.

(u) Separate account assets and liabilities

Separate account assets and liabilities are funds that are held separate from the general assets and liabilities of 
the company. Separate account assets include funds representing the investments of variable insurance 
product contract holders, who bear the investment risk of such funds. Investment income and investment 
gains and losses from these separate funds accrue to the benefit of the contract holders. The company reports 
separately, as assets and liabilities, investments held in such separate accounts and liabilities of the separate 
accounts if (i) such separate accounts are legally recognized; (ii) assets supporting the contract liabilities are 
legally insulated from the company's general account liabilities; (iii) investments are directed by the contract 
holder; and (iv) all investment performance, net of contract fees and assessments, is passed through to the 
contract holder. In addition, the company's qualified pension plan assets are included in separate accounts. 
The assets of these accounts are carried at fair value. Deposits, net investment income and realized investment 
gains and losses for these accounts are excluded from revenues, and related liability increases are excluded 
from benefits and expenses in the Statements of Operations. Separate accounts are established in conformity 
with insurance laws and are not chargeable with liabilities that arise from any other business of the company.

(v) 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 Statements of Financial Position as the company retains 
all rights related to these assets.

Collateral received is not recognized in the Statements of Financial Position unless the company acquires the 
rights relating to the economic risks and rewards related to these assets.

(w) 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 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 Statements of Financial Position, when the 
criteria to offset are met.
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(x) Classification of financial instruments

Accrued investment income, reinsurance recoverable, premium due and other receivables, due from related 
party, private loans, mortgage loans, other loans and other assets have been classified as loans and 
receivables. Due to related party, reinsurance payable, note payable, corporate borrowings, subsidiary 
borrowings, and other liabilities have been classified as other financial liabilities. Loans and receivables and 
other financial liabilities are measured at amortized cost. Further details of the financial instruments are 
described in Note 4.

(y) Right of 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.

For derivative financial instruments, the company has a right of offset in the event of default, insolvency, 
bankruptcy or other early termination under the master netting agreements. As our rights of offset are 
conditional, derivative financial instruments are not offset in the Statements of Financial Position.

(z) 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 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 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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(aa) Future policy benefits

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 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.

Measurement

Future policy benefits 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. 
BAC’s Appointed Actuary is responsible for determining the amount of future policy benefits in accordance 
with standards established by the CIA. CALM is used to determine future policy benefits 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 
future policy benefits cover a range of possible outcomes. Margins are reviewed periodically for continued 
appropriateness. 

Future policy benefits are determined by NER Ltd. using a reserve methodology under accounting principles 
generally accepted in the United States of America ("US GAAP"), as permitted by IFRS 4. Future policy 
benefits 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. Future policy 
benefits 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. 

Future policy benefits are determined by NER SPC using US GAAP reserve methodology, as permitted by 
IFRS 4. Future policy benefits 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.

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.
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Future policy benefits are determined by American National using US GAAP reserve methodology, as 
permitted by IFRS 4. Liabilities for future policy benefits for traditional products have been provided on a net 
level premium method based on estimated investment yields, withdrawals, mortality, and other assumptions 
that were appropriate at the time the policies were issued. Upon acquisition, the fair value of future policy 
benefits was determined using a Defined Valuation Net Premium (DVMP) method. Key assumptions used in 
calculating the fair value of future policy benefits include the net to gross premium ratio, discount rates and 
Provisions for Adverse Deviation (PADs) including mortality and inflation. Estimates are based on historical 
experience adjusted for possible adverse deviation. These estimates are periodically reviewed and compared 
with actual experience. When it is determined that future expected experience differs significantly from 
existing assumptions, the estimates are revised for current and future issues.

Included within future policy benefits are amounts related to certain contracts or blocks of business that have 
negative VOBA. Negative VOBA is amortized over the duration of the respective contracts, being 30 years 
using the straight-line method. We record the fair value of the liabilities assumed in two components: reserves 
and VOBA. Reserves are established using our best estimate assumptions consistent with the policies 
described below for future policy benefits and interest sensitive contract liabilities. VOBA is the difference 
between the fair value of the liabilities and the reserves. Any negative VOBA is recorded within the 
associated reserves.

(ab) Policyholders’ account balances

Policyholders' account balances represent the contract value that has accrued to the benefit of the 
policyholders related to universal-life and investments-type contracts. For fixed products, these are generally 
equal to the accumulated deposits plus interest credited, reduced by withdrawals, payouts, and accumulated 
policyholder assessments. Indexed product account balances are equal to the sum of host and embedded 
derivative reserves computed per derivative accounting guidance. 

(ac) Policy and contract claims

Policy and contract claims are established to provide for the estimated costs of paying claims. These reserves 
include estimates for both case reserves and incurred but not reported claims (“IBNR”) liabilities. Case 
reserves include the liability for reported but unpaid claims. IBNR liabilities include a provision for potential 
development on case reserves, losses on claims currently closed which may reopen in the future, as well as 
IBNR claims. These liabilities also include an estimate of the expense associated with settling claims, 
including legal and other fees, and the general expenses of administering the claims adjustment process.

(ad) Other policyholder funds

Other policyholder funds consist of liabilities related to dividends payable on participating business. For the 
majority of this participating business, profits earned are reserved for the payment of dividends to 
policyholders, except for the stockholders' share of profits on participating policies. Participating 
policyholders' interest includes the accumulated net income from participating policies reserved for payment 
to such policyholders in the form of dividends, less net income allocated to stockholders, as well as a pro rata 
portion of unrealized investment gains (losses), net of tax. 

(ae) 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 controls these entities, and as a 
result, these entities are consolidated within the company’s financial statements. The company assesses the 
variable returns determination for the 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.
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(af) 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.

(ag) 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 arrangements”).  

Assets and liabilities assumed under Modco arrangements 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 Statements of Operations. Assumed premiums are included in premiums on the Statements of 
Operations. Expenses outside of account value, such as commissions and federal excise taxes, are included in 
other reinsurance expenses in the 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 arrangements 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.  

(ah) 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  Statements of 
Operations. 

(ai) Participating insurance policies

For the majority of participating business, profits earned are reserved for the payment of dividends to 
policyholders, except for the stockholders' share of profits on participating policies, which is limited to the 
greater of 10% of the profit on participating business, or 50 cents per thousand dollars of the face amount of 
participating life insurance in-force. Participating policyholders' interest includes the accumulated net income 
from participating policies reserved for payment to such policyholders in the form of dividends (less net 
income allocated to stockholders as indicated above) as well as a pro rata portion of unrealized investment 
gains (losses).

For all other participating business, the allocation of dividends to participating policy owners is based upon a 
comparison of experienced rates of mortality, interest and expenses, as determined periodically for 
representative plans of insurance, issue ages and policy durations, with the corresponding rates assumed in the 
calculation of premiums.
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(aj) Premium, benefits, claims incurred, and expenses

Traditional ordinary life and health premiums are recognized as revenue when due. Benefits and expenses are 
associated with earned premiums to result in recognition of profits over the term of the insurance contracts. 

Annuity premiums received on limited-pay and supplemental annuity contracts involving a significant life 
contingency are recognized as revenue when due. Deferred annuity premiums are recorded as deposits rather 
than recognized as revenue. Revenues from deferred annuity contracts are principally surrender charges and, 
in the case of variable annuities, administrative fees assessed to contract holders. 

Universal life and single premium whole life revenues represent amounts assessed to policyholders including 
mortality charges, surrender charges actually paid, and earned policy service fees. Amounts included in 
benefits are claims in excess of account balances returned to policyholders and interest credited to account 
balances.

Property and casualty premiums are recognized as revenue over the period of the contract in proportion to the 
amount of insurance protection, which is generally evenly over the contract period. Claims incurred consist of 
claims and CAE paid and the change in reserves.

Gross premiums for PRT and reinsurance issued are recognized as revenue when due and collection is 
reasonably assured. When premiums are recognized, future policy benefits 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. Gross benefits and benefits ceded are recorded in the 
Statements of Operations when they are due and incurred.

(ak) Pension and postretirement benefit plans

Pension and postretirement benefit obligations and costs for our frozen benefit plans are estimated using 
assumptions including demographic factors such as retirement age and mortality. 

The company uses a discount rate to determine the present value of future benefits on the measurement date. 
The guideline for setting this rate is a high-quality long-term corporate bond rate. For this purpose, a 
hypothetical bond portfolio to match the expected monthly benefit payments under the pension plan was 
constructed with the resulting yield of the portfolio used as a discount rate. 

In developing the investment return assumption, we relied on a model that utilizes the following factors:

• Current yield to maturity of fixed income securities 

• Forecasts of inflation, GDP growth, and total return for each asset class 

• Historical plan performance 

• Target asset allocation 

• Standard deviations and correlations related to historical and expected future returns of each asset class 
and inflation 

The resulting assumption is the assumed rate of return for the plans' target asset allocation, net of investment 
expenses, and reflects anticipated returns of the plans' current and future assets. 

Using this approach, the calculated return will fluctuate from year to year; however, it is the company's policy 
to hold this long-term assumption relatively constant.

(al) 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. 
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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 considered to be loan origination fees and are capitalized as part of the carrying 
value of the loans and receivables as received and amortized over the life of the loans.

(am) 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(l). Changes 
in the fair value of the embedded derivative are included in the net investment results from funds withheld in 
the Statements of Operations.

(an) 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 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. The lease liability 
is included in other liabilities in the Statements of Financial Position.

(ao) 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.

Deferred income tax liabilities are provided for using the liability method on temporary differences between 
the tax bases used in the computation of taxable income and carrying amounts of assets and liabilities in the 
financial statements. Deferred income tax liabilities are recognized for taxable temporary differences, except 
where the company is able to control the reversal of the temporary difference and it is probable that the 
temporary differences will not reverse in the foreseeable future.
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Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in the period 
in which the liability is settled or the asset realized, based on the tax rates and tax laws that have been enacted 
or substantively enacted by the end of the reporting period. The measurement of deferred tax assets and 
liabilities reflects the tax consequences that would follow from the manner in which the company expects, at 
the end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current 
tax assets against current tax liabilities and when they relate to income taxes levied by the same taxation 
authority within a single taxable entity, or the company intends to settle its current tax assets and liabilities on 
a net basis in the case where there exists different taxable entities in the same taxation authority and when 
there is a legally enforceable right to set off current tax assets against current tax liabilities.

(ap) Provisions

Provisions are recognized when the company has a present obligation, either legal or constructive, as a result 
of a past event, it is probable that an outflow of resources embodying economic benefits will be required to 
settle the obligation and a reliable estimate can be made of the amount of the obligation. The expense is 
recognized in the Statements of Operations, net of any reimbursement.

The amount recognized as a provision is the best estimate of the consideration required to settle the present 
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the 
obligation. Where a provision is measured using the cash flows estimated to settle the obligation, its carrying 
amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a 
third party, the receivable is recognized as an asset if it is virtually certain that reimbursement will be received 
and the amount of the receivable can be measured reliably.

(aq) Foreign currencies

The USD is the functional and presentation currency of the company. 

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. Foreign currency denominated non-monetary assets and liabilities, measured at 
historic cost, are translated at the rate of exchange at the transaction date.

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.

(ar) 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 three reportable segments during the 
second quarter of 2022: Reinsurance, PRT and Direct Insurance (see Note 24).
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(as) Earnings per share

The holders of the class C shares are entitled to receive distributions if, 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 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 have not been presented.

Basic earnings per share attributable to class C shareholders are calculated by dividing the company's net 
income for the year, less distributions payable to class A exchangeable and class B shareholders, by the 
weighted average number of class C shares outstanding during the year. 

Basic and diluted earnings per share for the year ended December 31, 2020 of $18.92, were calculated by 
dividing the net income attributable to Brookfield for the year by the weighted average number of the 
common shares from Brookfield Annuity Holdings Inc., which was a wholly owned subsidiary of Brookfield 
(2020 – 85 million). The earnings per share amount for December 31, 2020 is not comparable to the earnings 
per share amount for the years ended December 31, 2021 and December 31, 2022 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).

(at) Interest rate benchmark reform

Various interest rate benchmarks including London Interbank Offered Rate ("LIBOR") are the subject of 
international regulatory guidance and proposals for reform. Regulators in various jurisdictions have advocated 
for the transition from Interbank Offered Rates ("IBORs") to alternative reference rates, based on risk-free 
rates determined using actual market transactions. As a result, many LIBOR values, including 1-week and 2-
month US LIBOR, were discontinued on December 31, 2021. The remaining US LIBOR values will be 
discontinued on June 30, 2023.

Similarly, on May 16, 2022, it was announced that the publication and calculation of all tenors of Canadian 
Dollar Offered Rate ("CDOR") will be permanently ceased after June 28, 2024. Concurrently, OSFI 
published their expectation that Federally Regulated Financial Institutions transition all derivatives and 
securities to alternative reference rates by June 30, 2023, with no new CDOR exposures after that date, with 
limited exceptions.

As at December 31, 2022, the company had $641 million non-derivative financial assets benchmarked to US 
LIBOR (2021 – $425 million) with a maturity date beyond June 30, 2023 for US LIBOR. In addition, with 
respect to the company's derivative instruments, the notional amounts of $5 million were benchmarked to US 
LIBOR (2021 – $6 million) and $14 million benchmarked to CDOR (2021 – $84 million) with a maturity 
date beyond June 30, 2023 for US LIBOR and June 28, 2024 for CDOR.

As at December 31, 2022, the company has completed the transition to the Secured Overnight Financing Rate 
("SOFR") for the debt benchmarked to LIBOR.

(au) 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 future policy benefits, policy and contract claims, reinsurance assets, 
the fair value of financial assets determined using valuation techniques, the impairment of financial 
instruments and purchase price accounting. 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.
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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 
embedded derivatives (Note 5), reinsurance assets (Note 13 and 14), future policy benefits (Note 13) and 
policy and contract claims (Note 14), and impairment of available-for-sale securities and loans and 
receivables (Note 4) and goodwill (Note 11).

(av) Recently adopted accounting standards

Amendments to IFRS 3 - Business Combinations ("IFRS 3") 

The amendments add an exception to the recognition principle of IFRS 3 to avoid the issue of potential ‘day 
2’ gains or losses arising from liabilities and contingent liabilities that would be within the scope of IAS 37, 
Provisions, Contingent Liabilities and Contingent Assets (“IAS 37”), or IFRIC 21, Levies (“IFRIC 21”), if 
incurred separately. The exception requires entities to apply the criteria in IAS 37 or IFRIC 21, respectively, 
instead of the Conceptual Framework, to determine whether a present obligation exists at the acquisition date. 
At the same time, the amendments add a new paragraph to IFRS 3 to clarify that contingent assets do not 
qualify for recognition at the acquisition date. The amendments apply to annual reporting periods beginning 
on or after January 1, 2022.

The adoption did not have a significant impact on the company’s financial reporting.

NOTE 3. ACQUISITION OF BUSINESS

On May 25, 2022, American National was acquired by a wholly-owned subsidiary of the company. American 
National offers a broad portfolio of insurance products, including individual and group life insurance, annuities, 
health insurance, and property and casualty insurance. Under the terms of the Merger Agreement, the company 
acquired 100% of all American National issued and outstanding shares in exchange for $190 per share, which is 
equivalent to $5.1 billion. The consideration was all cash. The company acquired all assets and assumed all 
liabilities of American National as of the closing date, and consolidates the business for financial statement 
purposes. 
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The following summarizes the consideration transferred, fair value of assets acquired and liabilities assumed at the 
acquisition date:

(in US$ millions)

Total consideration transferred for the acquisition    ......................................................................... $ 5,107 
Assets acquired

Cash and cash equivalents   ..................................................................................................................  1,021 
Investments    .........................................................................................................................................  22,519 
Accrued investment income  ...............................................................................................................  101 
Reinsurance recoverables    ...................................................................................................................  45 
Premiums due and other receivables     ..................................................................................................  437 
Deferred tax assets   ..............................................................................................................................  369 
Property and equipment     ......................................................................................................................  175 
Prepaid pension      ..................................................................................................................................  149 
Equity accounted investment    ..............................................................................................................  1,402 
Deferred acquisition costs and value of business acquired     ................................................................  571 
Reinsurance assets  ..............................................................................................................................  410 
Investment properties      .........................................................................................................................  541 
Other assets   .........................................................................................................................................  198 
Separate account assets   .......................................................................................................................  1,123 

Total assets acquired  ...........................................................................................................................  29,061 
Liabilities assumed

Future policy benefits   .........................................................................................................................  5,333 
Policyholders' account balances    .........................................................................................................  13,880 
Policy and contract claims   ..................................................................................................................  1,706 
Unearned premium reserve  .................................................................................................................  1,073 
Other policyholder funds    ....................................................................................................................  324 
Notes payable    .....................................................................................................................................  158 
Other liabilities  ...................................................................................................................................  449 
Separate account liabilities    .................................................................................................................  1,123 

Total liabilities assumed     .....................................................................................................................  24,046 
Less: Non-controlling interest   ...............................................................................................................  (10) 
Net assets acquired  ..............................................................................................................................  5,005 
Goodwill    ............................................................................................................................................... $ 102 

Accounting for the acquisition is not finalized, and there remains some measurement uncertainty on the valuation 
and December 31, 2022 balances, pending completion of a comprehensive evaluation of the net assets acquired. The 
financial statements as at December 31, 2022 reflect management's current best estimate of the purchase price 
allocation. Final valuation of the assets acquired and liabilities assumed and the completion of the purchase price 
will occur by the end of the first quarter for 2023. As a result, the excess of the purchase price over the fair value of 
net assets acquired, representing goodwill of $102 million as at December 31, 2022, may be adjusted in future 
periods. Goodwill of approximately $102 million was recognized as a result of the acquisition. Goodwill recognized 
is not deductible for income tax purposes. Acquisition costs of $13 million were expensed at the acquisition date and 
recorded as Operating expenses on the Statements of Operations.

The acquired business contributed revenues of $2.3 billion and net profit of $277 million to the company for the 
period from May 25 to December 31, 2022. 
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If the acquisition had occurred on January 1, 2022, consolidated pro forma revenue and profit for the year ended 
December 31, 2022 would have been $3.9 billion and $454 million, respectively. These amounts have been 
calculated using the subsidiary's results and adjusting them for:

• differences in the accounting standards and policies between the company and American National, and

• the revised depreciation and amortization that would have been charged assuming the fair value adjustments to 
investments, property and equipment and intangible assets had applied from January 1, 2022, together with the 
consequential tax effects.

NOTE 4. 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:
2022

AS AT DEC. 31
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
    Cash    ............................................................... $ — $ — $ 506 $ 506 
    Cash equivalents    ............................................  —  —  1,639  1,639 
Total cash and cash equivalents2........................  —  —  2,145  2,145 

Derivatives
    Foreign exchange forwards  ............................  6  —  —  6 
    Cross currency swaps  .....................................  1  —  —  1 
    Interest rate swaps  ..........................................  1  —  —  1 
    Options     ...........................................................  36  —  —  36 
Total derivative assets   ........................................  44  —  —  44 

Debt securities
    Bonds 
        Government and municipal   ........................  387  3,293  —  3,680 
        Corporate     ...................................................  1,974  11,492  —  13,466 
    Asset-backed securities    ..................................  389  1,213  —  1,602 
    Private debt      ....................................................  —  256  —  256 
Total debt securities      ...........................................  2,750  16,254  —  19,004 

Equity
    Common shares     ............................................  —  1,207  —  1,207 
    Preferred shares  ..............................................  11  62  —  73 
    Private equity and other    ................................  —  129  —  129 
Total equity    ........................................................  11  1,398  —  1,409 

Loans and receivables
    Mortgage loans     ..............................................  —  —  5,930  5,930 
    Private loans  ...................................................  —  —  1,172  1,172 
    Other loans    .....................................................  —  —  427  427 
Total loans and receivables   ................................  —  —  7,529  7,529 
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Short term investments      . . . . . . . . . . . . . . . . . . .
    Time deposit       . . . . . . . . . . . . . . . . . . . . . . . . .  —  —  1  1 
Total short term investments  . . . . . . . . . . . . . . .  —  —  1  1 

Separately managed accounts     ............................  —  128  —  128 
Other invested assets  ..........................................  —  14  13  27 
Total investments      ...............................................  2,761  17,794  7,543  28,098 

Separate account assets   ......................................  —  1,045  —  1,045 

Reinsurance funds withheld   ...............................  5,610  —  —  5,610 

Derivative liabilities
    Foreign exchange forwards  ............................  (13)  —  —  (13) 
    Bond futures  ...................................................  (25)  —  —  (25) 
Total derivative liabilities  ..................................  (38)  —  —  (38) 

Funds withheld liabilities   ...................................  (10)  —  —  (10) 

Separate account liabilities    ................................  —  (1,045)  —  (1,045) 

Notes payable   .....................................................  —  —  (151)  (151) 

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.

2. Cash and cash equivalents as at December 31, 2022 includes $182 million of collateral that is pledged to the benefit of the company from its derivative 
counterparties with a corresponding liability to return the collateral in liabilities for derivative financial instruments.
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2021

AS AT DEC. 31
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
    Cash    ............................................................... $ — $ — $ 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 

Debt securities
    Bonds
        Government and municipal   ........................  377  1,287  —  1,664 
        Corporate     ...................................................  1,471  260  —  1,731 
    Asset-backed securities    ..................................  115  53  —  168 
    Private debt      ....................................................  —  137  —  137 
Total debt securities      ...........................................  1,963  1,737  —  3,700 

Equity
    Common shares   ..............................................  —  306  —  306 
    Preferred shares  ..............................................  4  15  —  19 
    Private equity and other   .................................  —  162  —  162 
Total equity    ........................................................  4  483  —  487 

Loans and receivables
    Mortgage loans     ..............................................  —  —  188  188 
    Private loans  ...................................................  —  —  568  568 
Total loans and receivables   ................................  —  —  756  756 

Total investments      ...............................................  1,967  2,220  756  4,943 

Reinsurance funds withheld   ...............................  4,650  —  —  4,650 

Derivative liabilities
    Interest rate swaps  ..........................................  (1)  —  —  (1) 
Total derivative liabilities  ..................................  (1)  —  —  (1) 

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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As at December 31, 2022, the fair value of loans and receivables was $7.2 billion. (2021 - $756 million)

The carrying value of investments and separate account assets, excluding equity, cash and cash equivalents and short 
term investments, are shown by contractual maturity of investments.

AS AT DEC.31, 2022
US$ MILLIONS

Within 1 
year 1-3 years 4-5 years

Over 5 
years Total

Bonds   .............................................. $ 2,939 $ 1,528 $ 3,154 $ 9,525 $ 17,146 
Asset-backed securities  ...................  3  170  325  1,104  1,602 
Private debt   .....................................  —  —  117  139  256 
Loans and receivables      .....................  1,059  2,246  2,029  2,195  7,529 
Separately managed accounts      .........  10  80  36  2  128 
Other invested assets  .......................  —  2  3  22  27 
Separate account assets      ...................  17  46  42  940  1,045 
Total       ............................................... $ 4,028 $ 4,072 $ 5,706 $ 13,927 $ 27,733 

AS AT DEC.31, 2021
US$ MILLIONS

Within 1 
year 1-3 years 4-5 years

Over 5 
years Total

Bonds   .............................................. $ 1,209 $ 22 $ 66 $ 2,098 $ 3,395 
Asset-backed securities  ...................  14  30  50  74  168 
Private Debt    ....................................  —  137  —  —  137 
Loans and receivables      .....................  170  183  127  276  756 
Total       ............................................... $ 1,393 $ 372 $ 243 $ 2,448 $ 4,456 

AFS investments and investments measured at amortized cost are individually evaluated for impairment. For the 
year ended December 31, 2022, the company did not incur any impairment expense (December 31, 2021 – $Nil).

The company had collateral pledged of $45 million as at December 31, 2022 (December 31, 2021 – $23 million) for 
the benefit of the company's counterparties primarily to its derivative instrument contracts, Federal Home Loan 
Bank agreements, reinsurance agreements, financing and worker's compensation. 
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b) 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.

2022

AS AT DEC. 31
US$ MILLIONS Level 1 Level 2 Level 3 Total
Financial assets
Fair value through profit or loss:

  Bonds     .................................................................. $ — $ 2,361 $ — $ 2,361 
  Asset-backed securities   .......................................  —  389  —  389 
  Preferred shares    ...................................................  11  —  —  11 
  Derivative assets ..................................................  —  43  1  44 
  Reinsurance funds withheld  ................................  —  5,610  —  5,610 

Available for sale:
  Bonds     ..................................................................  1,107  12,066  1,612  14,785 
  Asset-backed securities   .......................................  —  294  919  1,213 
  Private debt..........................................................  —  —  256  256 
  Common shares   ...................................................  981  58  168  1,207 
  Preferred shares    ...................................................  23  —  39  62 
  Private equity and other     ......................................  13  —  116  129 
  Other invested assets     ...........................................  —  14  —  14 
  Separate account assets      .......................................  318  700  27  1,045 
  Separately managed accounts     .............................  —  —  128  128 

Total financial assets     ................................................  2,453  21,535  3,266  27,254 

Financial liabilities
Fair value through profit or loss:

  Derivative liabilities    ............................................  (26)  (12)  —  (38) 
  Funds withheld liabilities  ....................................  —  (10)  —  (10) 

Available for sale:
  Separate account liabilities   ..................................  (318)  (700)  (27)  (1,045) 

Total financial liabilities     .......................................... $ (344) $ (722) $ (27) $ (1,093) 
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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     .................................................................... $ — $ 1,848 $ — $ 1,848 
Asset-backed securities   .........................................  —  115  —  115 
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  382  —  1,547 
Asset-backed securities   .........................................  —  53  —  53 
Private debt............................................................  —  —  137  137 
Common shares   .....................................................  1  62  —  63 
Preferred shares    .....................................................  3  2  10  15 
Private equity and other     ........................................  —  —  162  162 

Total financial assets   ..................................................  1,425  7,249  309  8,983 

Financial liabilities
Fair value through profit or loss:

Derivative liabilities    ..............................................  —  (1)  —  (1) 
Funds withheld liabilities  ......................................  —  (12)  —  (12) 

Total financial liabilities     .......................................... $ — $ (13) $ — $ (13) 
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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 Financial 
Instruments Valuation Techniques and Key Inputs
Bonds and other 
equities

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.

The company evaluates each asset class based on relevant market information, credit 
information, perceived market movements and sector news. The market inputs utilized in the 
pricing evaluation, listed in the approximate order of priority, include: benchmark yields, 
reported trades, pricing source quotes, issuer spreads, two-sided markets, benchmark 
securities, bids, offers, reference data, and economic events. The extent of the use of each 
market input depends on the asset class and the market conditions. Depending on the 
security, the priority of the use of inputs may change or some market inputs may not be 
relevant. For some securities, additional inputs may be necessary.

Asset-backed 
securities

Valuation model is based on quoted prices of similar traded securities in active markets.
The primary inputs to the valuation include quoted prices for identical assets, or similar 
assets in markets that are not active, contractual cash flows, weighted-average coupon and 
weighted-average maturity, issuer rating, structure of the security, expected prepayment 
speeds and volumes, collateral type, current and forecasted loss severity, average 
delinquency rates, vintage of the loans, geographic region, debt-service coverage ratios, 
payment priority with the tranche, benchmark yields and credit spreads. 

Derivative 
assets/Derivative 
liabilities

Foreign currency forward contracts—discounted cash flow model—forward exchange rates 
(from observable forward exchange rates at the end of the reporting period); discounted at a 
credit adjusted rate.
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 – intrinsic value based on the difference between strike prices and the unadjusted 
quoted prices of underlying equity investments in active markets.

Reinsurance funds 
withheld

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. 

Separate account 
assets and liabilities

The separate account assets included in the quantitative disclosures fair value hierarchy table 
are comprised of short-term investments, equity securities, and fixed maturity bonds 
available-for-sale. Short-term investments and fixed maturity securities are classified as 
Level 2 measurements. The classifications for separate assets reflect the fair value 
methodologies of the underlying asset and liability fair value methodologies listed above.

Funds withheld 
liabilities

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.

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.
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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.

The following table summarizes the valuation techniques and significant unobservable inputs used in the fair value 
measurement of Level 3 financial instruments:

Type of Asset Valuation Techniques 
Significant Unobservable 
Inputs

Significant unobservable 
inputs and relationship of 
unobservable inputs to 
fair value

Equity-index Option Heston and Black-Scholes 
Valuation models

• Interest rate (risk-free rate 
assumptions) 
• Underlying equity quoted 
index prices

• Increases (decreases) in 
interest rate assumptions 
decrease (increase) fair 
value 
• Increases (decreases) in 
underlying equity index 
prices  increase (decrease) 
fair value

Bonds and asset-backed 
securities

Bonds
• Discounted cash flows 
(yield analysis)
• Income approach

Bonds
• Contractual cash flows
• Duration
• Call provisions

Bonds
• Increases (decreases) in 
contractual cash flows 
increase (decrease) fair 
value
• Increases (decreases) in 
duration increase 
(decrease) fair value

Asset-backed securities
• Broker quotes
• Income approach

Asset-backed securities
• Contractual cash flows
• Weighted-average coupon 
and maturity
• Collateral type
• Loss severity
• Geography

Asset-backed securities
• Increases (decreases) in 
contractual cash flows 
increase (decrease) fair 
value
• Increases (decreases) in 
interest rate assumptions 
decrease (increase) fair 
value

Private debt • Income approach • Weighted-average life
• Risk premium

• Increases (decreases) in 
weighted-average life 
increase (decrease) fair 
value
• Increases (decreases) in 
interest rate assumptions 
decrease (increase) fair 
value 

Common shares, preferred 
shares and private equity

• Broker quotes
• Income approach 

• Security structure
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Separately managed 
accounts

Common Stock and 
Warrants
• Guideline public 
company method uses price 
multiples from data on 
comparable public 
companies. 
• Option pricing method
• Current Value Method 
("CVM")

Common Stock and 
Warrants
• Next Calendar Year 
Multiple
• Next Calendar Year +1 
Earnings before interest, 
tax, depreciation and 
amortization ("EBITDA") 
Multiple
•Last Twelve Months 
Revenue Multiple valuation 
metric shows revenue for 
the past 12 month period.
• Last Twelve Months 
EBITDA Multiple 
valuation metric shows 
earnings before interest, 
taxes, depreciation and 
amortization adjustments 
for the past 12 month 
period.
• Term
• Volatility 
• Discount for lack of 
marketability ("DLOM")

• Increases (decreases) in 
Next Calendar Year 
Multiple increase 
(decrease) fair value 
• Increases (decreases) in 
Next Calendar Year 
EBITDA Multiple increase 
(decrease) fair value
• Increases (decreases) in 
Last Twelve Months 
Revenue Multiple increase 
(decrease) fair value 
• Increases (decreases) in 
Last Twelve Months 
EBITDA Multiple increase 
(decrease) fair value
• Increases (decreases) in 
term increase (decrease) 
fair value
• Increases (decreases) in 
volatility increase 
(decrease) fair value
• Increases (decreases) in 
DLOM decrease (increase) 
fair value
• Increases (decreases) in 
discount rate decrease 
(increase) fair value

Preferred Stock
• Guideline public 
company method uses price 
multiples from data on 
comparable public 
companies. 
• CVM

Preferred Stock
• Next Calendar Year 
Revenue Multiple
• Next Calendar Year +1 
EBITDA Multiple
• Last Twelve Months 
Revenue Multiple valuation 
metric shows revenue for 
the past 12 month period.
• Last Twelve Months 
EBITDA Multiple 
valuation metric shows 
earnings before interest, 
taxes, depreciation and 
amortization adjustments 
for the past 12 month 
period.

• Increases (decreases) in 
Next Calendar Year 
Revenue Multiple increase 
(decrease) fair value 
• Increases (decreases) in 
Next Calendar Year 
EBITDA Multiple increase 
(decrease) fair value
• Increases (decreases) in 
Last Twelve Months 
Revenue Multiple increase 
(decrease) fair value 
• Increases (decreases) in 
Last Twelve Months 
EBITDA Multiple 
valuation increase 
(decrease) fair value
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Fixed Income
• Discounted cash flows 
(yield analysis) 
• market transactions 
approach 
• CVM
• Cost

Fixed Income
• Discount rate 
• Next Calendar Year 
EBITDA

• Increases (decreases) in 
discount rate decrease 
(increase) fair value
• Increases (decreases) in 
Next Calendar Year 
EBITDA increase 
(decrease) fair value

Separate account assets   
and liabilities

Equity method • Proportionate share of net 
income of the underlying 
investment fund
• Proportionate share of 
other comprehensive 
income of the underlying 
investment fund
• Proportionate share of 
distribution received from 
the underlying investment 
fund

• Increases (decreases) in 
proportionate share of net 
income of the underlying 
investment fund increase 
(decrease) fair value
• Increases (decreases) in 
proportionate share of other 
comprehensive income of 
the underlying investment 
fund increase (decrease) 
fair value
• Increases (decreases) in 
proportionate share of 
distribution received from 
the underlying investment 
fund decrease (increase) 
fair value

The following table presents the changes in the balance of financial assets and liabilities classified as Level 3 as at 
December 31, 2022 and 2021:

2022 2021

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

Financial 
assets

Financial 
liabilities

Financial 
assets

Financial 
liabilities

Balance, beginning of year    ................................ $ 309 $ — $ — $ — 
Fair value changes in net income     .......................  (14)  3  —  — 
Fair value changes in other comprehensive 
income  ................................................................  (33)  —  —  — 
Additions ............................................................  3,095  32  309  — 
Disposals   ............................................................  (91)  (8)  —  — 
Balance, end of year   ........................................... $ 3,266 $ 27 $ 309 $ — 

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

There were no transfers between Level 1, Level 2 or Level 3 during the years ended December 31, 2022 and 
December 31, 2021.
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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 2022 2021 2020
Interest income

Cash and cash equivalents    ................................................................ $ 34 $ 1 $ — 
FVTPL investments      ..........................................................................  106  51  28 
AFS investments     ...............................................................................  326  12  2 
Loans and receivables   .......................................................................  237  5  — 

Total interest income      ...........................................................................  703  69  30 

Dividend income
FVTPL investments      ..........................................................................  5  —  — 
AFS investments     ...............................................................................  7  —  — 

Total dividend income  .........................................................................  12  —  — 

Realized gains on investments and derivatives
FVTPL investments      ..........................................................................  (86)  3  3 
Derivatives      ........................................................................................  211  (45)  — 
AFS investments     ...............................................................................  6  2  — 
Foreign exchange gain/loss ...............................................................  26  9  — 

Total realized gains on investments and derivatives    ...........................  157  (31)  3 

Unrealized gains (losses) on investments and derivatives
   FVTPL investments       .........................................................................  (302)  (60)  46 
   AFS investments    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (22)  — $ — 
   Derivatives    .......................................................................................  (298)  27  6 
Total unrealized gains (losses) on investments and derivatives  ..........  (622)  (33)  52 

Other investment income (expenses)    ..................................................  86  (4)  (1) 
Net investment income    ...................................................................... $ 336 $ 1 $ 84 
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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 2022 2021 2020
Interest income

FVTPL investments      .......................................................................... $ 199 $ 29 $ — 
Total interest income attributable to funds withheld   ...........................  199  29  — 

Realized losses on investments and derivatives
FVTPL investments      ..........................................................................  (73)  (2)  — 

  Foreign exchange losses     ....................................................................  (3)  (4)  — 
Total realized losses on investments and derivatives attributable to 
funds withheld   .....................................................................................  (76)  (6)  — 

Unrealized losses on investments and derivatives
FVTPL investments      ..........................................................................  171  (19)  — 

  Foreign exchange losses     ....................................................................  (14)  (1)  — 
Total unrealized losses on investments and derivatives attributable 
to funds withheld    .................................................................................  157  (20)  — 

Other investment income    ....................................................................  1  75  — 

Net investment results from funds withheld    ................................... $ 281 $ 78 $ — 

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, options, cross 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, options, cross 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.  
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The following table presents the fair values of derivative assets and liabilities categorized by type of hedge for 
accounting purposes and derivative investments:

2022 2021

AS AT DEC. 31
US$ MILLIONS

Total 
notional 
amount

Fair value
Total 

notional 
amount

Fair value
Assets Liabilities Assets Liabilities

Derivative investments      ......................... $ 11,478 $ 44 $ (32) $ 7,469 $ 146 $ (1) 
Fair value hedges       ..................................  140  —  (6)  —  —  — 
Total derivatives1

     .................................. $ 11,618 $ 44 $ (38) $ 7,469 $ 146 $ (1) 

Notional principal by terms of maturity and the fair value of derivatives are presented in the table below.

Notional amount

AS AT DEC. 31, 2022
US$ MILLIONS

Fair 
value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded
Bond futures    .......................... $ — $ (25) $ 78 $ 1,504 $ — $ — $ — $ 1,504 

Over-the-counter
Foreign exchange forwards    ...  7  (13)  3  2,564  66  —  —  2,630 
Cross currency swaps     ............  1  —  —  9  —  —  8  17 
Interest rate swaps    .................  1  —  —  —  —  —  15  15 

  Options1
   .................................  35  —  101  7,001  451  —  —  7,452 

Total   ........................................ $ 44 $ (38) $ 182 $ 11,078 $ 517 $ — $ 23 $ 11,618 

1Includes equity-index options, recorded within Other invested assets in Note 4(a) and Note 4(b) tables. 

Notional amount

AS AT DEC. 31, 2021
US$ MILLIONS

Fair 
value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded
Bond futures   ........................ $ 9 $ — $ 22 $ 730 $ — $ — $ — $ 730 

Over-the-counter
Foreign exchange forwards      .  10  —  1  787  59  —  —  846 
Warrants      ..............................  —  —  —  1  —  —  —  1 
Cross currency swaps    ..........  —  —  —  —  10  8  18 
Interest rate swaps      ...............  —  (1)  —  —  —  1  71  72 
Options     ................................  127  —  —  5,802  —  —  —  5,802 

Total       ...................................... $ 146 $ (1) $ 23 $ 7,320 $ 69 $ 1 $ 79 $ 7,469 

The company monitors the fair values of bond futures and forwards on a daily basis, with additional cash collateral 
obtained or refunded as necessary.    
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Bond futures and most foreign exchange forwards, cross currency swaps and options mature in less than 1 year. 
Interest rate swaps mature in over 5 years and settle on a semi-annual or annual basis. Derivatives are measured at 
FVTPL and are reported on the 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, 
options, 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, 2022, the company has pledged $182 million of financial assets as 
collateral under the terms of the derivative contracts (2021 – $23 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 22 Risk Management.
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f) Summary of investments

2022 2021

AS AT DEC. 31
US$ MILLIONS

Carrying 
Amount Percent

Carrying 
Amount Percent

Corporate debt securities
Corporate bonds    .............................................. $ 13,466  46 % $ 1,731  34 %
Asset-backed securities      ...................................  1,602  5 %  168  3 %
Private debt    ......................................................  256  1 %  137  3 %

 15,324  53 %  2,036  40 %
Government bonds

United States government    .............................  3,292  11 %  1,271  25 %
Canada government  .......................................  79  — %  61  1 %
Canada provincials    ........................................  309  1 %  332  7 %

 3,680  13 %  1,664  33 %
Loans and receivables

Private loans    ..................................................  1,172  4 %  568  11 %
Mortgage loans    ..............................................  5,930  20 %  188  4 %
Other loans   ....................................................  427  2 %  —  — %

 7,529  26 %  756  15 %
Separately managed accounts     ............................  128  — %  —  — %
Other invested assets  ..........................................  27  — %  —  — %
Separate account assets   ......................................  1,045  4 %  —  — %

Derivatives
Foreign exchange forwards    ...........................  (7)  — %  10  — %
Cross currency swaps     ....................................  1  — %  —  — %
Interest rate swaps    .........................................  1  — %  (1)  — %
Bonds futures   ................................................  (25)  — %  9  — %
Options     ..........................................................  36  1 %  127  2 %

 6  1 %  145  2 %
Equity

Common shares    .............................................  1,207  4 %  306  6 %
Preferred shares    .............................................  73  — %  19  — %

     Private equity and other   ................................  129  — %  162  3 %
 1,409  4 %  487  10 %

Total    .................................................................. $ 29,149  100 % $ 5,088  100 %
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NOTE 5. REINSURANCE FUNDS WITHHELD

AS AT DEC. 31
US$ MILLIONS 2022 2021
Reinsurance funds withheld      ..................................................................................... $ 5,603 $ 4,819 
Embedded derivatives      ..............................................................................................  151  (19) 
Reinsurance funds withheld payable    ........................................................................  (144)  (150) 
Net reinsurance funds withheld     ............................................................................ $ 5,610 $ 4,650 

The company has embedded derivatives on the reinsurance funds withheld, which are required to be separated from 
the host contracts and reported on a fair value basis. The value of the embedded derivative at December 31, 2022, 
was $151 million (2021 - $19 million). 

Embedded derivatives from Modco arrangements are fair valued using a total return swap. During the year, the 
company changed fair value methodologies, as described in Note 2(m). In the old methodology of valuing the 
embedded derivative,  the company was subject to the investment performance of the withheld assets with the total 
investment return impacting the host contract and embedded derivative value.  Under the new Market Calibration 
Approach methodology, the fixed loan interest rate over the notional loan term is calibrated such that loan cash 
flows, discounted at the forward swap rates, equals the market value or starting reserve at calibration date. 

NOTE 6. PROPERTY AND EQUIPMENT

The company's property and equipment consist of the following:

US$ MILLIONS

Computers 
and office 

equipment
Furniture 

and fixtures
Leasehold 

improvements ROU asset Total
Cost
As at December 31, 2021       ............... $ 1 $ — $ — $ 1 $ 2 
Acquisitions through business 
combinations   ...................................  73  2  100  —  175 
Additions    ........................................  25  —  15  1  41 
Disposals   .........................................  (9)  —  (8)  —  (17) 
As at December 31, 2022    .............. $ 90 $ 2 $ 107 $ 2 $ 201 

Accumulated depreciation
As at December 31, 2021       ............... $ — $ — $ — $ — $ — 
Depreciation ....................................  (2)  —  (3)  —  (5) 
Disposals   .........................................  (2)  —  —  —  (2) 
As at December 31, 2022    .............. $ (4) $ — $ (3) $ — $ (7) 

Carrying amount
December 31, 2021   ......................... $ 1 $ — $ — $ 1 $ 2 
December 31, 2022   ........................ $ 86 $ 2 $ 104 $ 2 $ 194 

For the year ended December 31, 2022, the company did not incur an impairment expense (2021 – $Nil).
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NOTE 7. EQUITY ACCOUNTED INVESTMENTS

The company's equity accounted investments relate to its investment in associates and investments in real estate joint 
ventures and other limited partnership interests.

The following table presents the change in the company's equity accounted investment in AEL Holdings:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Balance, beginning of year  ........................................................................................ $ 344 $ — 
Additions    ...................................................................................................................  254  294 
Share of net income     ..................................................................................................  98  8 
Share of other comprehensive (loss) income    .............................................................  —  44 
Distributions received   ................................................................................................  —  (2) 
Derecognition of equity accounted investments upon loss of significant influence      .  (696)  — 
Balance, end of year    ................................................................................................. $ — $ 344 

As at December 31, 2021, the company’s ownership interest in AEL Holdings represented an equity accounted 
investment as a result of the company’s common equity ownership in AEL Holdings, a material reinsurance 
transaction with American Equity Investment Life Insurance Company ("AEILIC"), a wholly-owned subsidiary of 
AEL Holdings, and the membership of Brookfield Reinsurance’s CEO on AEL Holdings board of directors. On 
November 8, 2022, Brookfield Reinsurance appointed board member resigned from AEL’s board of directors 
resulting in the loss of significant influence and therefore the discontinuation of the Brookfield Reinsurance’s 
common share holding of AEL Holdings as an associate and it became a financial asset on November 8, 2022. The 
company recognized a $607 million gain on the discontinuation of equity method accounting on its investment in 
AEL Holdings during the year.

The company’s equity in earnings of real estate partnerships is the company’s share of operating earnings and 
realized gains from investments in real estate joint ventures and other limited partnership interests using the equity 
method of accounting. 

The following table presents the change in the company's joint ventures and other limited partnership interests 
during the year:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Balance, beginning of year  ........................................................................................ $ — $ — 
Acquisition from business combination     ....................................................................  1,402  — 
Additions    ...................................................................................................................  443  — 
Share of net income    ...................................................................................................  124  — 
Distributions received   ................................................................................................  (233)  — 
Foreign currency translation and other    ......................................................................  (63)  — 
Balance, end of year    ................................................................................................. $ 1,673 $ — 

The company recognizes its share of income and OCI from its weighted average ownership interest in the equity 
accounted investments one quarter in arrears or less, depending on the most up to date information available to the 
company. 
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NOTE 8. DEFERRED ACQUISITION COSTS AND VALUE OF BUSINESS ACQUIRED

The following table presents movement in deferred acquisition costs and VOBA, as well as the impact on expenses:

AS AT AND FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Balance, beginning of year    ........................................................................................ $ 776 $ — 
Acquisition from business combination    ....................................................................  571  — 
Costs capitalized     ........................................................................................................  720  775 
Amortization and other    ..............................................................................................  (335)  1 
Balance, end of year      ................................................................................................ $ 1,732 $ 776 

VOBA recognized in connection with the acquisition of American National represents the difference between the 
fair value of liabilities acquired and reserves established using a weighted-average cost of capital discount rate and 
other relevant assumptions as at the acquisition date. The acquisition resulted in VOBA of $571 million within direct 
business written. VOBA is amortized based on the estimated premium earning patterns. Amortization expense of 
VOBA was $125 million since the acquisition date.

NOTE 9. INVESTMENT PROPERTIES

The company’s investment properties are as follows:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Cost     ............................................................................................................................ $ 576 $ — 
Accumulated depreciation      ..........................................................................................  (14)  — 
Net carrying amount  ................................................................................................ $ 562 $ — 

As at December 31, 2022, the fair value of investment properties is $562 million.

The following table presents the changes in the company's investment properties:

AS AT AND FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Balance, beginning of year  ........................................................................................ $ — $ — 
Acquisition from business combination     ....................................................................  541  — 
Additions from expenditure capitalization   ................................................................  37  — 
Disposals   ....................................................................................................................  (4)  — 
Depreciation ...............................................................................................................  (14)  — 
Foreign currency translation and other    ......................................................................  2  — 
Balance, end of year    ................................................................................................. $ 562 $ — 

The following table presents the rental income and direct operating expenses of the investment properties:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Rental income from investment properties     .................................... $ 60 $ — $ — 
Direct operating expenses of rental investment properties    ............  (36)  —  — 
Direct operating expenses of non-rental investment properties   .....  (8)  —  — 
Total     .............................................................................................. $ 16 $ — $ — 
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NOTE 10. OTHER ASSETS

The company's other assets consist of the following:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Accounts receivable     ................................................................................................. $ 15 $ — 
Prepaid reinsurance premium      ...................................................................................  47  — 
Taxes recoverable   .....................................................................................................  34  — 
Due from related party       .............................................................................................  2  10 
Intangible assets     .......................................................................................................  52  3 
Reinsurance receivable    .............................................................................................  26  12 
Other    .........................................................................................................................  86  4 
Total other assets  .................................................................................................... $ 262 $ 29 

The company's intangible assets consist of computer software, distributor relationships, trade name, and insurance 
licenses. For the year ended December 31, 2022, the company did not incur an impairment expense (2021 – $Nil). 

NOTE 11. GOODWILL

Goodwill is the excess of cost over the estimated fair value of net assets acquired. As at December 31, 2022, the 
company had $102 million in goodwill which was related to the Direct Insurance segment. There is no accumulated 
impairment balance associated with goodwill. The company performs a goodwill impairment analysis annually as of 
December 31, and more frequently if facts and circumstances indicate that goodwill may be impaired.

The reconciliation of the carrying value of goodwill is in the following table:

AS AT AND FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Balance, beginning of year   .................................................................................... $ — $ — 

Acquisition from business combination     .............................................................  102  — 
Impairment    ..........................................................................................................  —  — 

Balance, end of year    .............................................................................................. $ 102 $ — 

NOTE 12. SEPARATE ACCOUNT ASSETS AND LIABILITIES

The following table presents the details of investments in the company's separate account assets and liabilities:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Cash and cash equivalents      ......................................................................................... $ 4 $ — 
Bonds      .........................................................................................................................  115  — 
Equity securities       ........................................................................................................  894  — 
Investment funds   ........................................................................................................  27  — 
Other assets   ................................................................................................................  5  — 
Total   .......................................................................................................................... $ 1,045 $ — 
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The following table presents the change of the company's separate account assets and liabilities:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Balance, beginning of year  ........................................................................................ $ — $ — 
Additions (deductions)
    Acquisition from business combination   ................................................................  1,123  — 
    Policyholder deposits     ............................................................................................  44  — 
    Net investment income  ..........................................................................................  32  — 
    Net realized capital gains on investments   ............................................................  (72)  — 
    Policyholder benefits and withdrawals    .................................................................  (66)  — 
    Net transfer to or from separate account    ...............................................................  (10)  — 
    Policy charges    .......................................................................................................  (6)  — 
Total changes     ............................................................................................................  1,045  — 
Balance, end of year     ................................................................................................ $ 1,045 $ — 

NOTE 13. FUTURE POLICY BENEFITS AND POLICYHOLDERS' ACCOUNT BALANCES

The company’s future policy benefits and policyholders' account balances are as follows:

a. Future Policy Benefits

(i)       Key methodologies and assumptions

Direct Insurance

American National estimates future policy benefits for amounts payable under insurance and annuity policies. 
Generally, amounts are payable over an extended period of time and related liabilities are calculated as the present 
value of expected benefit payments reduced by the present value of expected premiums. Such future policy benefits 
are established on a block of business based on methods and underlying assumptions and applicable actuarial 
standards. Principal assumptions used in the establishment of future policy benefits are mortality, morbidity, policy 
lapse, renewal, retirement, disability incidence, disability termination, investment return, inflation, expenses, and 
other contingent events as appropriate to the respective product type.

Future policy benefits for non-participating traditional life insurance are equal to the aggregate of the present value 
of expected benefit payments and related expenses less the present value of expected net premiums. Assumptions as 
to mortality and persistency are based upon American National’s experience when the basis of the liability is 
established. Interest rates for the aggregate future policy benefits range from 3.0% to 8.0%.

Future policy benefits for participating traditional life insurance are equal to the aggregate of (i) net level premium 
reserves for death and endowment policy benefits (calculated based upon the non-forfeiture interest rate, ranging 
from 2.5% to 5.5%) and mortality rates guaranteed in calculating the cash surrender values described in such 
contracts; and (ii) the liability for terminal dividends.

Future policy benefits for individual fixed deferred annuities after annuitization and single premium immediate 
annuities are equal to the present value of expected future payments. The interest rate used in establishing such 
liabilities range from 3.0% to 6.0% for all policies in-force.

Future policy benefits for non-medical health insurance are calculated using the net level premium method and 
assumptions as to future morbidity, withdrawals and interest, which provide a margin for adverse deviation. The 
interest rate used in establishing such liabilities range from 3.5% to 8.0%.

Future policy benefits for disabled lives are estimated using the present value of benefits method and experience 
assumptions as to claim terminations, expenses and interest. The interest rates used in establishing such liabilities 
range from 3.0% to 6.0%.
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Liabilities for universal life secondary guarantees and paid-up guarantees are determined by estimating the expected 
value of death benefits payable when the account balance is projected to be zero and recognizing those benefits 
ratably over the accumulation period based on total expected assessments. American National regularly evaluates 
estimates used and adjusts the additional liability balances with a related charge or credit to benefit expense, if actual 
experience or other evidence suggests that earlier assumptions should be revised. The assumptions used in 
estimating the secondary and paid-up guarantee liabilities are consistent with those used for amortizing DAC, and 
are thus subject to the same variability and risk. The assumptions of investment performance and volatility for 
variable products are consistent with historical Standard & Poor’s experience. The benefits used in calculating the 
liabilities are based on the average benefits payable over a range of scenarios.

American National periodically reviews its estimates of actuarial liabilities for future policy benefits and compares 
them with its actual experience. Differences between actual experience and the assumptions used in pricing these 
policies, guarantees and riders and in the establishment of the related liabilities result in variances in profit and could 
result in losses. The effects of changes in such estimated liabilities are included in the company's Statements of 
Operations in the period in which the changes occur.

Reinsurance

NER SPC’s future policy benefits 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.

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 SPC's future policy benefits 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 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. 

NER Ltd.'s future policy benefits 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 future policy benefits 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.

The future policy benefits 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 (aa) Future 
Policy Benefits. 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.

55



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.

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. 

(ii)      Net change in future policy benefits

The following tables summarize the movements of future policy benefits, policy and contract claims, and 
policyholders’ account balances for the years ended December 31, 2022 and December 31, 2021 by its major 
components:

FOR THE YEAR ENDED DEC. 31 
2022
US$  MILLIONS Life Annuities Health

Gross 
reserves

Reinsurance 
assets Net

Beginning of year  ...................... $ — $ 8,497 $ — $ 8,497 $ 169 $ 8,328 
Changes during the year

Acquisition from business 
combination     ..........................  3,533  1,754  46  5,333  90  5,243 
New business   ........................  10  1,906  —  1,916  —  1,916 
Normal changes    ....................  38  (784)  1  (745)  (48)  (697) 
Management actions and 
changes in assumptions    ........  —  974  —  974  —  974 

 3,581  3,850  47  7,478  42  7,436 
Impact of foreign exchange1

  .....  —  (204)  —  (204)  (9)  (195) 
Balance at end of year   ............. $ 3,581 $ 12,143 $ 47 $ 15,771 $ 202 $ 15,569 
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FOR THE YEAR ENDED DEC. 31 
2021
US$  MILLIONS Life Annuities Health

Gross 
reserves

Reinsurance 
assets Net

Beginning of year  ...................... $ — $ 1,339 $ — $ 1,339 $ 190 $ 1,149 
Changes during the year

New business   ........................  —  7,180  —  7,180  —  7,180 
Normal changes    ....................  —  (310)  —  (310)  (20)  (290) 

Management actions and 
changes in assumptions    ........  —  282  —  282  (2)  284 

 —  7,152  —  7,152  (22)  7,174 
Impact of foreign exchange1

  .....  —  6  —  6  1  5 
Balance at end of year   ............. $ — $ 8,497 $ — $ 8,497 $ 169 $ 8,328 

1. Foreign currency translation reported as a separate component of other comprehensive income. 

Under fair value accounting required by our Canadian PRT business, movement in the fair value of the supporting 
assets is a primary driver of the movement of future policy benefits. In a duration matched portfolio, 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 future policy benefits associated with the change in the value of the supporting assets is included within 
normal changes above. The future policy benefits from reinsurance activities is not sensitive to the fair value of the 
supporting assets under US GAAP reserve methodology. 

The increases in future policy benefits in 2022 were mainly due to the new business of $2 billion, offset by the 
negative impact of normal changes of $697 million, which was primarily driven by the market value changes from 
increases in interest rates. Management actions and changes in assumptions increased future policy benefits by 
$974 million, resulting in net increases in future policy benefits, before the negative impact of foreign exchange of 
$195 million. 

The acquisition of American National resulted in negative VOBA of $781 million related to the life and annuity 
business, and has been recognized in the company's future policy benefits (life and annuities). Negative VOBA is 
amortized over 30 years using the straight-line method. Amortized negative VOBA revenue of $13 million was 
recorded since the acquisition date during 2022.

b. Policyholders' account balances

Policyholders' account balances relate to investment-type contracts and universal life-type policies. Investment-type 
contracts principally include traditional individual fixed annuities in the accumulation phase and non-variable group 
annuity contracts. Policyholder account balances are equal to (i) policy account values, which consist of an 
accumulation of gross premium payments; (ii) credited interest, ranging from 1.0% to 8.0% (some annuities have 
enhanced first year crediting rates ranging from 1.0% to 7.0%), less expenses, mortality charges, and withdrawals; 
and (iii) fair value adjustment.
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The following table summarizes the movement of policyholders' account balances:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Beginning of year      ..................................................................................................... $ — $ — 
Changes during the year

Acquisition from business combination     ..............................................................  13,880  — 
Policyholders' account deposits     ...........................................................................  1,407  — 
Interest credited to policyholders' account balances    ............................................  156  — 
Policyholders' account withdrawals  .....................................................................  (921)  — 
Charges to policyholders' account balances    ........................................................  (212)  — 

Balance at end of year  ............................................................................................ $ 14,310 $ — 

NOTE 14. POLICY AND CONTRACT CLAIMS

The liability for unpaid claims and claim adjustment expenses (“claims”) for health and property and casualty 
insurance is included in “Policy and contract claims” in the Statements of Financial Position and is the amount 
estimated for incurred but not reported (“IBNR”) claims and claims that have been reported but not settled. The 
liability for unpaid claims is estimated based upon American National’s historical experience and actuarial 
assumptions that consider the effects of current developments, anticipated trends and risk management programs, 
less anticipated salvage and subrogation. The effects of the changes are included in the Statements of Operations in 
the year in which the changes occur. The time value of money is not taken into account for the purposes of 
calculating the liability for unpaid claims. There have been no significant changes in methodologies or assumptions 
used to calculate the liability for unpaid claims and claim adjustment expenses.

a. Key methodologies and assumptions

Property and Casualty Reserving Methodology—The following methods are utilized:

• Initial Expected Loss Ratio—This method calculates an estimate of ultimate losses by applying an estimated 
loss ratio to actual earned premium for each calendar/accident year. This method is appropriate for classes of 
business where the actual paid or reported loss experience is not yet mature enough to influence initial 
expectations of the ultimate loss ratios.

• Pegged Frequency and Severity—This method uses actual claims count data and emergence patterns of older 
accident periods to project the ultimate number of reported claims for a given accident year. A similar process 
projects the ultimate average severity per claim so that the product of the two projections results in a projection 
of ultimate loss for a given accident year.

• Bornhuetter-Ferguson—This method uses, as a starting point, either an assumed Initial Expected Loss Ratio 
Method or Pegged Frequency and Severity method and blends in the loss ratio or frequency and severity 
implied by the claims experience to date by using loss development patterns based on our historical experience. 
This method is generally appropriate where there are few reported claims and an unstable pattern of reported 
losses.

• Loss or Expense Development (Chain Ladder)—This method uses actual loss or defense and cost containment 
expense data and the historical development profiles on older accident periods to project more recent, less 
developed periods to their ultimate total. This method is appropriate when there is a relatively stable pattern of 
loss and expense emergence and a relatively large number of reported claims.
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• Ratio of Paid Defense and Cost Containment Expense to Paid Loss Development—This method uses the ratio 
of paid defense and cost containment expense to paid loss data and the historical development profiles on older 
accident periods to project more recent, less developed periods to their ultimate total. In this method, an ultimate 
ratio of paid defense and cost containment expense to paid loss is selected for each accident period. The selected 
paid defense and cost containment expense to paid loss ratio is then applied to the selected ultimate loss for each 
accident period to estimate the ultimate defense and cost containment expense. Paid defense and cost 
containment expense is then subtracted from the ultimate defense and cost containment expense to calculate the 
unpaid defense and cost containment expense for that accident period.

• Calendar Year Paid Adjusting and Other Expense to Paid Loss—This method uses a selected prior calendar 
years’ paid expense to paid loss ratio to project ultimate loss adjustment expenses for adjusting and other 
expense. A percentage of the selected ratio is applied to the case reserves (depending on the line of insurance) 
and 100% to the indicated IBNR reserves. These ratios assume that a percentage of the expense is incurred 
when a claim is opened and the remaining percentage is paid throughout the claim’s life.

For most credit property and casualty products, IBNR liability is calculated as a percentage of pro rata unearned 
premium, with the specific percentage for a given product line informed by a traditional completion factor claim 
reserve analysis.

The expected development on reported claims is the sum of a pay-to-current reserve and a future reserve. The pay-
to-current reserve is calculated for each open claim having a monthly indemnity and contains the amount required to 
pay the open claim from the last payment date to the current valuation date. The future reserve is calculated by 
assigning to each open claim a fixed reserve amount based on the historical average severity. For debt cancellation 
products and involuntary unemployment insurance, this reserve is calculated using published valuation tables.

Cumulative claim frequency information is calculated on a per claim basis. Claims that do not result in a liability are 
not considered in the determination of unpaid liabilities.

For any given line of business, none of these methods are relied on exclusively. With minor exceptions, multiple 
methods may be used for a line of business as a check for reasonableness of our reselected reserve value.

b. Changes in policy and contract claims

The following table summarizes the movement of policy and contract claims:

FOR THE YEAR ENDED DEC. 31 2022
US$  MILLIONS

Gross 
reserves

Reinsurance 
assets Net

Beginning of year   .......................................................................... $ — $ — $ — 
Changes during the year

Acquisition from business combination    ...................................  1,706  320  1,386 
New business    ............................................................................  242  40  202 
Normal changes     ........................................................................  (162)  8  (170) 
Management actions and changes in assumptions   ...................  —  —  — 

 1,786  368  1,418 
Impact of foreign exchange   ...........................................................  —  —  — 
Balance at end of year    ................................................................. $ 1,786 $ 368 $ 1,418 

For December 31, 2022, the policy and contract claims increased by $1.4 billion primarily driven by the additions 
from the acquisition of American National. There was no policy and contract claims in 2021.
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c. Claims and claim adjustment expenses

The reconciliation of the net incurred and paid claims development tables to the liability for claims and claim 
adjustments in the consolidated statement of financial position is as follows:

Incurred Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance
Years ended December 31,

Accident 
Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

2013 $ 503  489  481  474  467  465  463  338  461  460 
2014  485  462  456  448  450  447  348  445  445 
2015  481  475  469  469  464  368  464  463 
2016  531  518  513  509  385  504  502 
2017  579  578  570  420  564  562 
2018  698  683  514  648  581 
2019  713  557  691  618 
2020  465  671  616 
2021  1,116  1,061 
2022  1,225 

Total $ 6,533 

Cumulative Paid Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance
Years ended December 31,

Accident 
Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

2013 $ 217  319  375  412  431  440  449  451  454  453 
2014  192  300  350  387  413  426  432  435  436 
2015  187  301  359  402  431  442  447  451 
2016  216  333  394  438  458  474  482 
2017  232  392  456  490  512  528 
2018  285  467  529  565  530 
2019  290  469  531  523 
2020  305  468  488 
2021  623  823 
2022  681 

Total $ 5,395 
All outstanding liabilities before 2013, net of reinsurance 32

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 1,170 
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The reconciliation of the net incurred and paid claims development table to the policy and contract claims in the 
Statements of Financial Position is as follows:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Liabilities for unpaid claims and claim adjustment expenses, net of reinsurance    ..... $ 1,170 $ — 
Reinsurance recoverable on unpaid claims  ................................................................ 346  — 
Insurance lines other than short-duration      .................................................................. 199  — 
Unallocated claim adjustment expenses    .................................................................... 71  — 
Total policy and contract claims     ................................................................................ $ 1,786 $ — 

NOTE 15. REINSURANCE CEDED

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 Statements of Operations. 

In December 2020, PRT segment entered into two longevity reinsurance transactions which resulted in after-tax 
losses on inception of approximately $1 million. In December 2021, our PRT segment entered into another longevity 
reinsurance transaction which resulted in an after-tax loss on inception of approximately $1 million. There was no 
new reinsurance agreement entered in 2022.

As at December 31, 2022, our PRT segment’s total expected fixed payments and actual costs of benefit expenses to 
be reimbursed under longevity reinsurance transactions used in valuing reinsurance assets were $914 million and 
$899 million (2021 - $1.1 billion and $1.1 billion) 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 
Statements of Operations.

Our Direct Insurance segment reinsures portions of certain life insurance policies to provide a greater diversification 
of risk and manage exposure on larger risks.

For the property and casualty, our Direct Insurance segment retains the first $2 million of loss per risk. Reinsurance 
covers up to $6 million of property and liability losses per risk. Additional excess property per risk coverage is 
purchased to cover risks up to $20 million, and excess casualty clash coverage is purchased to cover losses up to 
$60 million. Corporate catastrophe coverage is in place for losses up to $470 million ($500 million if the top layer of 
the Property Catastrophe Top and Drop contract is included). The Direct Insurance segment retains the first 
$35 million of each catastrophe. 

The first contract is the Property Catastrophe Top and Drop cover that consists of $30 million of annual limit 
available either wholly or in part across two layers of coverage. The second aggregate contract provides for 
$30 million of coverage after $160 million of annual aggregated catastrophe losses has been reached. 

The Direct Insurance segment remains primarily liable with respect to any reinsurance ceded and would bear the 
entire loss if the reinsurer does not meet their obligations under any reinsurance treaties.

As at December 31, 2022, reinsurance payable was $5 million, representing the amounts payable from third-party 
cedants. None of the amount outstanding at December 31, 2022 is the subject of litigation or is in dispute with the 
reinsurers involved. Management believes the unfavorable resolution of any dispute that may arise would not have a 
material impact on the financial statements.
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NOTE 16. CORPORATE AND SUBSIDIARY BORROWINGS

The company and its subsidiaries have bilateral revolving credit facilities backed by third-party financial institutions. 
The total available amount on the credit facilities is $500 million. The credit facilities bear interest at the specified 
SOFR, CDOR, or bankers’ acceptance rate plus a spread and have a maturity date of June 2027. As at December 31, 
2022, $356 million was drawn on the bilateral credit facilities.

The company has a $1.0 billion 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, 
2022, the facility had $804 million outstanding. 

In April 2022, the company entered into a $1.0 billion 364-day secured facility. As at December 31, 2022, the 
facility was fully drawn.

The facilities require the company to maintain a minimum net worth covenant. As at December 31, 2022, the 
company was in compliance with its financial covenants.

The company also has a revolving credit facility with Brookfield that, as at December 31, 2022, permitted 
borrowings of up to $400 million. As at December 31, 2022, there were no amounts drawn on the facility. 

Subsidiary borrowings of $1.5 billion relate to debt issued at American National. $1.0 billion matures in 2027 and 
the remaining $500 million matures in 2032. 

NOTE 17. OTHER LIABILITIES

The company’s other liabilities consist of the following:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Accounts payable and accrued liabilities    ................................................................. $ 61 $ 57 
Liability for retirement benefits   ...............................................................................  67  — 
Escrow fund on mortgage loans   ...............................................................................  138  — 
Accrued commissions and other expenses    ...............................................................  185  — 
Other    .........................................................................................................................  280  7 
Total other liabilities      .............................................................................................. $ 731 $ 64 

NOTE 18. OPERATING EXPENSES

Operating expenses include the following:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Salaries and benefits expense  ........................................................ $ 190 $ 10 $ 3 
Professional services    .....................................................................  77  18  2 
Rent    ...............................................................................................  24  —  — 
Technology   ....................................................................................  42  2  1 
Sales and capital taxes  ...................................................................  48  1  — 
Depreciation of property and equipment  .......................................  13  —  — 
Other  ..............................................................................................  39  4  — 
Total operating expenses   ............................................................ $ 433 $ 35 $ 6 
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NOTE 19. 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 2022 2021 2020
Current tax:

Current tax on profits for the year   .......................................... $ 36 $ — $ 1 
       Adjustments in respect of prior years  .....................................  (15)  —  — 
Total current tax expense     ...........................................................  21  —  1 
Deferred tax:

Origination and reversal of temporary differences    ................  33  2  — 
       Adjustments in respect of prior years  .....................................  14  —  — 
Total deferred tax expense    ........................................................  47  2  — 
Total income tax expense    ............................................................ $ 68 $ 2 $ 1 

The below reconciliation has been prepared using a statutory income tax rate of 16.4% (2021 – 6.4% and 2020 – 
26.5%). The statutory income tax rate is calculated using domestic tax rates applicable to the jurisdictions in which 
the company’s corporate subsidiaries operate in the given year.

The company’s income tax expense is reconciled as follows:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Net (loss) income before income tax     ............................................ $ 560 $ (42) $ 2 
Income tax at statutory tax rate     .....................................................  92  (3)  1 

Tax effect of:
        International operations subject to different tax rates   ...........  (20)  5  — 
        Other  ......................................................................................  (4)  —  — 

Total income tax expense .............................................................. $ 68 $ 2 $ 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
US$ MILLIONS 2022 2021 2020
Statutory income tax rate    ................................................................  16.4%  6.4%  26.5% 
Increase (reduction) in rate resulting from:
        International operations subject to different tax rates    ............  (3.6) %  (11.1) %  15.9 %
        Other   .......................................................................................  (0.7) %  — %  (13.0) %
Effective income tax rate  ................................................................  12.1 %  (4.7) %  29.4 %
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The gross movement on the deferred tax asset is as follows:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Deferred tax asset, beginning of year      ............................................ $ 20 $ — 
Recognized in net income (loss)   ....................................................  (47)  (2) 
Business combination   ....................................................................  369  2 
Recognized in equity    .....................................................................  188  — 
Foreign exchange and other  ...........................................................  1  20 
Deferred tax assets, end of year   .................................................. $ 531 $ 20 

Deferred tax asset recognized relates to the following temporary differences:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Non-capital loss carryforwards      ................................................................................ $ 7 $ 18 
Investments    ...............................................................................................................  404  — 
Future policy benefits    ...............................................................................................  107  — 
Participating policyholder liabilities   .........................................................................  55  — 
Deferred acquisition costs   ........................................................................................  (41)  — 
Tax credit carryforwards   ..........................................................................................  4  2 
Other    .........................................................................................................................  (5)  — 
Deferred tax asset    ..................................................................................................... $ 531 $ 20 

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 asset as of  December 31, 2022, the company determined that the 
deferred tax asset would be realized within the applicable statutory carryforward period.

Income tax recovery recognized in other comprehensive income consist of the following:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Fair value through OCI securities      ................................................. $ (186) $ — $ — 
Revaluation of pension obligation     ................................................  (2)  —  — 
Total income tax recovery in other comprehensive income       ........ $ (188) $ — $ — 
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NOTE 20. SHARE CAPITAL

As at December 31, 2022 and 2021, the company is authorized to issue:

i. 1,000,000,000 Exchangeable Class A Limited Voting Shares with a par value of $33.70 per share; 

ii. 500,000,000 Exchangeable Class A-1 Limited Non-Voting Shares with a par value of $33.70 per share; 

iii. 500,000 Class B Limited Voting Shares with a par value of $33.70 per share; 

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

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

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

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

viii. 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, 2022 and December 31, 2021 comprises the following:

December 31, 2022 December 31, 2021
Number of shares Value Number of shares Value

Issued
Class A exchangeable shares     ................ 9,594,989 $ 422 10,877,989 $ 535 
Class B shares    ....................................... 24,000  1 24,000  1 
Class C shares    ....................................... 40,934,623  1,467 23,544,548  963 

  Class A junior preferred shares1
     ............ 100,460,280  2,512 —  — 

1. The company's class A junior preferred shares are classified as liabilities on the Statements of Financial Position.

The movement of shares issued and outstanding is as follows:
\

AS AT AND FOR THE YEAR ENDED 
DEC.31, 2022

Class A 
exchangeable 

shares Class B shares Class C shares

Class A junior 
preferred 

shares
Outstanding, beginning of year    ........................  10,877,989  24,000  23,544,548  — 
Issued (Repurchased)

Issuances      ........................................................  —  —  17,390,075  100,460,280 
Repurchases   ....................................................  (1,283,000)  —  —  — 

Outstanding, end of year   ...................................  9,594,989  24,000  40,934,623  100,460,280 

AS AT AND FOR THE YEAR ENDED 
DEC.31, 2021

Class A 
exchangeable 

shares Class B shares Class C shares

Class A junior 
preferred 

shares
Outstanding, beginning of year    ........................  —  —  —  — 
Issued (Repurchased)

Issuances      ........................................................  10,877,989  24,000  23,544,548  — 
Repurchases   ....................................................  —  —  —  — 

Outstanding, end of year   ...................................  10,877,989  24,000  23,544,548  — 

On May 25, 2022, the company issued 11,270,466 class C shares for $450 million and 98,351,547 class A junior 
preferred shares for $2.5 billion to Brookfield. 

On November 4, 2022, Brookfield converted its holdings of 675,000 Brookfield Reinsurance class A exchangeable 
shares for $27 million into 1,066,471 class C shares. 
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On December 1, 2022, Brookfield converted its holdings of 608,000 Brookfield Reinsurance class A exchangeable 
shares for $24 million into 5,053,138 class C shares. 

On December 9, 2022, Brookfield Reinsurance issued 2,108,733 class A junior preferred shares for $53 million to 
Brookfield.

NOTE 21. EARNINGS PER SHARE

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

FOR THE YEARS ENDED DEC. 31 
US$  MILLIONS, EXCEPT PER SHARE AMOUNTS 2022 2021
Net income (loss) for the year ........................................................................................ $ 492 $ (44) 
Attributable to:

Brookfield Corporation    ...............................................................................................  —  5 
Class A exchangeable and Class B shareholders     ........................................................  6  3 
Class C shareholders     ...................................................................................................  484  (52) 
Non-controlling interests     .............................................................................................  2  — 

Weighted average shares – Class C shares   ................................................................  30,919,577  19,903,823 
Earnings per share per class C share - basic   ............................................................. $ 15.68 $ (2.58) 

NOTE 22. 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. 

The company manages risk by applying the principles and guidelines outlined in the enterprise risk management 
framework presented to the Brookfield Reinsurance 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. 

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 
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• 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, NER SPC and American National at 
least annually. The primary purpose of the ORSA exercise is to allow the entities to incorporate an analysis of the 
internal capital needs into the risk management frameworks. 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 entities' business plans. 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. The ORSA provides a perspective of the capital resources necessary to achieve the entities' 
business strategies and remain solvent given their risk profile, as well as insight into the risk management and 
governance procedures surrounding these processes. 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. Risks are monitored on an 
ongoing basis and risk management reports are provided to management on a monthly basis and to the Board 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. Segments and 
functional groups are responsible for identifying and assessing key and emerging risks on an ongoing basis.

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. 

a. 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 financial assets, borrowings 
and derivative instruments.

(i)       Interest rate risk

The observable impacts on the fair values and future cash flows of financial instruments that can be directly 
attributable to interest rate risk include changes in the net income from financial instruments whose cash 
flows are determined with reference to floating interest rates and changes in the value of financial instruments 
whose cash flows are fixed in nature.

67



The company is exposed to interest rate risk within the investment portfolio it maintains to meet the 
obligations and commitments under its insurance contracts, in that the proceeds from the assets may not be 
sufficient to meet the company's obligations to policyholders. In addition, the company’s borrowing consist  
of fixed-rate and floating-rate debt.

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 may use 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 updates and to the Board on a 
quarterly basis. 

The Investment Policy is reviewed at least annually and approved by the Board. 

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

2022 2021

AS AT DEC. 31
US$ MILLIONS

50 bps 
increase

50 bps 
decrease

50 bps 
increase

50 bps 
decrease

Impact on profit and loss     ................................... $ 121 $ (127) $ (143) $ 222 
Impact on equity    ................................................  91  (95)  (148)  227 

(ii)      Foreign exchange risk

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

The company’s obligations under its insurance contracts are denominated in USD or Canadian dollars 
("CAD") but a portion of the assets supporting these liabilities are denominated in non-USD.

The company manages foreign exchange risk using foreign exchange forwards and currency swaps. 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 non-USD currencies, with 
changes in the translated value recorded in net income. As at December 31, 2022, a 1% fluctuation in USD 
against non-USD currencies would have an impact of approximately $20 million on net income and 
$20 million on equity (December 31, 2021 - $1 million on net income and $1 million on equity). 

(iii)    Other price risk

Other price risk is the risk of variability in fair value due to movements in equity prices or other market prices 
such as commodity prices and credit spreads.

At December 31, 2022, the company held approximately $1.4 billion of equity investments, approximately 
4% of total investment assets, which are subject to equity risk. The company's exposure to the equity markets 
is managed by sector and individual security and is intended to track the S&P 500 with minor variations. The 
company mitigates the equity risk by diversification of the investment portfolio.

The company also has equity risk associated with the equity-indexed life and annuity products the company 
issues. The company has entered into derivative transactions, primarily over-the-counter equity call options, 
to hedge the exposure to equity-index changes.
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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 loans and 
receivables. The company is also exposed to risks created by changes in market prices and cash flows 
associated with fluctuations in the credit spread or the market’s perception of the relative risk and reward to 
hold fixed maturity securities of borrowers with different credit characteristics or credit ratings. 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. 

The company is subject to credit risk associated with the reinsurance agreements. The reinsurance results in 
liability to pay the policyholders, and the company remains primarily liable to the policyholders for the risks . 
The company regularly monitors the financial strength of the reinsurers and the levels of concentration to 
individual reinsurers to verify they meet established thresholds.

The company’s use of derivative instruments exposes it to credit risk in the event of non-performance by the 
counterparties. The company has a policy of only dealing with counterparties that are creditworthy and 
obtaining sufficient collateral where appropriate, as a means of mitigating the financial loss from defaults. 
The company holds collateral in cash and notes secured by U.S. government backed assets. The non-
performance risk from derivative instruments is the net counterparty exposure based on the fair value of the 
open contracts, less the fair value of collateral held.

The carrying amount of assets included in the Statements of Financial Position represents the maximum credit 
exposure. No impairment provision has been made.

(i)       Asset quality

The following table summarizes the external credit ratings for investments and reinsurance funds withheld:

AS AT DEC.31, 2022
US$ MILLIONS AAA AA A BBB

BB and 
below Unrated Total

Bonds    ......................................... $ 1,094 $ 2,014 $ 6,517 $ 6,057 $ 1,464 $ — $ 17,146 
Asset-backed securities    ..............  218  205  629  414  133  3  1,602 
Private debt      ................................  —  —  133  —  —  123  256 
Preferred shares  ..........................  —  —  2  30  3  38  73 
Private loans  ...............................  —  —  4  18  411  739  1,172 
Mortgage loans     ..........................  —  —  1,583  2,370  1,827  150  5,930 
Reinsurance funds withheld   .......  925  278  1,136  2,427  144  700  5,610 
Total exposure to credit risk      ... $ 2,237 $ 2,497 $ 10,004 $ 11,316 $ 3,982 $ 1,753 $ 31,789 
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AS AT DEC.31, 2021
US$ MILLIONS AAA AA A BBB

BB and 
below Unrated Total

Bonds    ......................................... $ 500 $ 48 $ 1,450 $ 1,209 $ 188 $ — $ 3,395 
Asset-backed securities    ..............  12  7  51  61  37  —  168 
Private debt      ................................  —  —  —  —  —  137  137 
Preferred shares  ..........................  —  —  7  —  2  10  19 
Private loans  ...............................  —  —  60  55  188  265  568 
Mortgage loans     ..........................  —  —  —  —  —  188  188 
Reinsurance funds withheld   .......  819  228  891  2,484  135  93  4,650 
Total exposure to credit risk      ... $ 1,331 $ 283 $ 2,459 $ 3,809 $ 550 $ 693 $ 9,125 

The company’s overall target credit quality for the portfolio is a credit rating of BBB+ (2021 - BBB+). As at 
December 31, 2022 and 2021, the company met this requirement.

(ii)      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, such as groups of issuers in the same economic or geographic 
regions or in similar industries. 

The carrying value of debt securities and loans and receivables by geographic location is shown in the 
following table. The geographic location is based on the country of the creditor's parent.

AS AT DEC. 31
US$ MILLIONS 2022 2021
United States    ...................................................... $ 21,721  83 % $ 2,826  64 %
Canada     ...............................................................  1,836  7 %  1,352  30 %
Other     ..................................................................  2,602  10 %  278  6 %
Total     ................................................................... $ 26,159  100 % $ 4,456  100 %

The carrying value of debt securities and loans and receivables by sector and industry is shown in the 
following table:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Financials      ........................................................... $ 5,096  19 % $ 649  15 %
Utilities ...............................................................  1,333  5 %  196  4 %
Industrials  ...........................................................  1,158  4 %  199  4 %
Energy   ................................................................  1,714  7 %  752  17 %
Real estate      ..........................................................  6,589  25 %  391  9 %
Consumer    ...........................................................  1,824  7 %  187  4 %
Information technology   ......................................  975  4 %  310  7 %
Others    .................................................................  7,470  29 %  1,772  40 %
Total     ................................................................... $ 26,159  100 % $ 4,456  100 %
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(iii)     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, 2022 and 2021 was $44 million and $146 million, 
respectively. As at December 31, 2022, these counterparties have a credit rating of BBB- or higher (2021 - A 
or higher). 

(iv)     Reinsurance counterparties

The company has reinsurance contracts with third-party reinsurers with a total exposure of $570 million at 
December 31, 2022 (December 31, 2021 – $169 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, 2022, the credit ratings of the reinsurers are BBB+ or higher (December 31, 2021 - A+).   

NER Ltd. and NER SPC have reinsurance contracts with third-party cedants with a total exposure of 
$5.6 billion at December 31, 2022 (December 31, 2021 – $6.3 billion).  

As at December 31, 2022, the credit ratings of the third-party cedants are A- or higher (December 31, 2021 - 
A- or higher).   

(v)      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, 2022 and 2021.

c. 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. 
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The following table sets out the expected maturity profile of the company’s financial liabilities: 

AS AT DEC.31, 2022
US$ MILLIONS Within 1 year 1-3 years 4-5 years Over 5 years Total
Future policy benefits     ....................... $ 1,078 $ 2,142 $ 1,793 $ 10,758 $ 15,771 
Policyholders' account balances  .......  1,288  2,576  1,717  8,729  14,310 
Policy and contract claims      ...............  162  321  214  1,089  1,786 
Unearned premium reserve     ..............  99  195  130  662  1,086 
Due to related party   ..........................  294  3  2  10  309 
Reinsurance payable  .........................  16  36  19  19  90 
Derivative liabilities    .........................  38  —  —  —  38 
Other policyholder funds ..................  29  58  39  196  322 
Notes payable   ...................................  11  62  6  72  151 
Corporate borrowings.......................  1,810  —  350  —  2,160 
Subsidiary borrowings     .....................  —  —  1,000  492  1,492 
Deferred revenue     ..............................  5  8  7  58  78 
Liabilities issued to reinsurance 
entities    ..............................................  —  —  —  151  151 
Funds withheld liabilities  .................  10  —  —  —  10 
Preferred shares    ................................  —  —  —  2,512  2,512 
Other liabilities    .................................  395  235  47  54  731 
Separate account liabilities   ...............  95  188  125  637  1,045 
Total    ................................................. $ 5,330 $ 5,824 $ 5,449 $ 25,439 $ 42,042 

AS AT DEC.31, 2021
US$ MILLIONS Within 1 year 1-3 years 4-5 years Over 5 years Total
Future policy benefits      ...................... $ 368 $ 769 $ 792 $ 6,568 $ 8,497 
Due to related party   ..........................  467  —  —  —  467 
Reinsurance payable  .........................  21  14  15  25  75 
Derivatives    .......................................  1  —  —  —  1 
Corporate borrowings.......................  656  37  —  —  693 
Deferred revenue     ..............................  4  7  7  64  82 
Liabilities issued to reinsurance 
entities    ..............................................  —  —  —  167  167 
Funds withheld liabilities  .................  12  —  —  —  12 
Other liabilities    .................................  64  —  —  —  64 
Total    ................................................. $ 1,593 $ 827 $ 814 $ 6,824 $ 10,058 

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 as lender, providing for a three-year 
$400 million revolving credit facility in addition to $500 million third-party revolving credit facilities with 
external banks. As at December 31, 2022 there were no amounts drawn on the Brookfield Credit Agreement 
(December 31, 2021 – $Nil), and $356 million drawn on the third-party revolving credit facilities 
(December 31, 2021 – $37 million). 
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In addition, a subsidiary of the company has access to a CAD$300 million repurchase agreement 
(December 31, 2021 - CAD$150 million). As at December 31, 2022, there were no amounts outstanding 
under the repurchase agreement (December 31, 2021 – $Nil). 

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, 2022, the company has entered into longevity reinsurance contracts and has reinsured 
approximately 42% of its longevity risk (December 31, 2021 – 71%).

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, 2022
US$ MILLIONS 5% Increase 5% Decrease 50% Increase 50% Decrease
Impact on profit and loss     ................................... $ 21 $ (22) $ (26) $ 26 
Impact on equity    ................................................  21  (22)  (26)  26 

Mortality Rate Mortality Improvement
AS AT DEC.31, 2021
US$ MILLIONS 5% Increase 5% Decrease 50% Increase 50% Decrease
Impact on profit and loss     ................................... $ 10 $ (9) $ (12) $ 13 
Impact on equity    ................................................  10  (9)  (12)  13 

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. T 
he 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, 2022
US$ MILLIONS 10% Increase 10% Decrease

50 bps 
Increase

50 bps 
Decrease

Impact on profit and loss  ......................... $ (1) $ 2 $ (10) $ 10 
Impact on equity ......................................  (1)  2  (10)  10 

Mortality Rate Yield

AS AT DEC.31, 2021
US$ MILLIONS 10% Increase 10% Decrease

50 bps 
Increase

50 bps 
Decrease

Impact on profit and loss  ......................... $ (1) $ 1 $ (11) $ 12 
Impact on equity ......................................  (1)  1  (11)  12 

Direct insurance

The insurance products are designed to balance features desired by the marketplace with provisions that 
mitigate the risk exposures across the insurance products portfolio. The company employ underwriting 
standards to help ensure proper rates are charged to different classes of risks. In the life insurance and annuity 
products, the company seeks to mitigate disintermediation risk, the risk of large outflows of cash at times 
when it is disadvantageous to he company to dispose of invested assets, with surrender charges and market 
value adjustment features.

The process of linking the timing and the amount of payment obligations related to our insurance and annuity 
contracts and the cash flows and valuations of the invested assets supporting those obligations is commonly 
referred to as ALM. The ALM Committee, including many of the company's senior executive officers, 
regularly monitors the level of risk in the interaction of assets and liabilities and helps shape actions intended 
to attain the desired risk-return profile. Investment allocations and duration targets are also intended to 
manage the risk exposure in the annuity products by setting the credited rate within a range supported by our 
investments. Tools that help shape investment decisions include deterministic and stochastic interest rate 
scenario analyses using a licensed third-party economic scenario generator and detailed insurance ALM 
models. These models also use experience related to surrenders and claims.
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The company also manages risk by purchasing reinsurance to limit exposure in the Life, Health, and Property 
and Casualty. In the Life line, the company currently retains 100% of newly developed permanent and term 
products up to the retention limit and cede the excess exposure to reinsurers that are evaluated for their credit 
strength. Consistent with the corporate risk management strategy, the company periodically adjusts the Life 
reinsurance program and retention limits as market conditions warrant. In the Health line, the company uses 
reinsurance on an excess of loss basis for the Managing General Underwriter (“MGU”) stop-loss business. In 
the Property and Casualty line, the reinsurance program provides coverage for some individual risks with 
exposures above certain amounts as well as exposure to catastrophes including hurricanes, tornadoes, wind 
and hail events, earthquakes, fires following earthquakes, winter storms, and wildfires. In all product lines, 
the company purchases reinsurance from multiple providers and regularly review the financial strength 
ratings of the reinsurers. Reinsurance does not remove the liability to pay the policyholders, and the company 
remain liable to the policyholders for the risks the company insures.

In the Property and Casualty line, the use of catastrophic event models is an important element of risk 
management. These models assist in the measurement and management of exposure concentrations and the 
amount and structure of reinsurance purchases. In addition to reinsurance, we manage exposure to 
catastrophic risk by limiting property exposure in areas with heightened brush fire risks and exposures and in 
coastal areas, implementing hurricane, wind and hail deductible requirements where appropriate, and not 
renewing coverage, when permitted by applicable law, in regions where we believe exposure to risky events 
exceeds our risk appetite.  

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

Mortality Rate Lapse Rate
AS AT DEC.31, 2022
US$ MILLIONS 3% Increase 3% Decrease 5% Increase 5% Decrease
Impact on profit and loss   ........................ $ (86) $ 86 $ (45) $ 45 
Impact on equity     .....................................  (86)  86  (45)  45 

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 23. RELATED PARTY TRANSACTIONS

In the normal course of operations, the company entered into the transactions below with related parties.

a) Brookfield Reinsurance agreements

As described in Note 1(b)(iv), 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. As of December 31, 
2022, there were no amounts drawn under the equity commitment.

As described in Note 1(b)(v), as of December 31, 2022, 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, 2022 was $Nil (December 31, 2021 - $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, 2022 was $Nil (December 31, 2021 - $Nil).

As described in Note 1(b)(viii), the company entered into the Administration Agreement on June 28, 2021. 
The base and other fees for  the year ended December 31, 2022 was $2 million (December 31, 2021 - 
$0.4 million). On August 5, 2022, the Administration Agreement was amended to include providing the 
services of the Chief Financial Officer. 

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, 2022 was $40 million (December 31, 2021 - $4 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, 2022 was $Nil (December 31, 2021 - $Nil).

b) Other related party transactions

On March 10, 2020, BAC entered into lease and building service arrangements with Brookfield Properties 
(Canada) Inc. and BPO Ontario Properties Ltd. (collectively, “BPO”), subsidiaries of Brookfield. The amount 
paid to BPO for the leased office facilities and building maintenance for the year ended December 31, 2022 
totaled $0.7 million (December 31, 2021 – $0.4 million). As at December 31, 2022, lease liabilities relating to 
this arrangement were $1 million (December 31, 2021 – $1 million).

BAC entered into outsourcing arrangements with Brookfield related to information technology, investment 
fund management, building maintenance, and internal audit services. The amount paid to Brookfield for these 
services for the year ended December 31, 2022 totaled $1 million (December 31, 2021 – $0.3 million). 
Amounts due to Brookfield related to outsourcing arrangements at December 31, 2022 totaled $0.7 million 
(December 31, 2021 – $0.5 million). 

On January 7, 2022, Brookfield International Holdings Inc. ("BIHI"), a subsidiary of Brookfield, issued a 
$255 million loan to NER SPC. This amount was fully repaid during the year.

On December 23, 2022, Brookfield Reinsurance Investments LP ("BRILP"), a subsidiary of the company, 
entered into two loan agreements with the subsidiaries of Brookfield in the amount of $100 million and CAD 
$300 million, respectively.

During the year, NER SPC made a $379 million full repayment and interest of its outstanding loan balance 
with BIHI. 

During the year, Brookfield Treasury Management Inc. ("BTMI") advanced BAM Re Holdings $269 million 
via promissory notes. BAM Re Holdings made a $50 million partial repayment of its outstanding loan balance 
with BTMI.

During the year, subsidiaries of the company purchased investments of $3.3 billion from Brookfield and its 
subsidiaries. Investment transactions with related parties are accounted for in the same manner as those with 
unrelated parties in the financial statements.
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As at December 31, 2022, the company and its subsidiaries held investments in affiliated companies in total 
of $4 billion.

The company had $779 million of cash on deposit with wholly-owned subsidiaries of Brookfield as at 
December 31, 2022 (December 31, 2021 – $64 million).

NOTE 24. SEGMENT REPORTING

Effective as of the second quarter of 2022, the company's operations are organized into three operating segments: 
Reinsurance, PRT and Direct Insurance. These segments are regularly reviewed by the company’s chief operating 
decision maker (“CODM”) for the purpose of allocating resources to the segment and to assess its performance. 
Prior to this, operations were attributable to two segments: Reinsurance and PRT. During the second quarter of 
2022, the company acquired American National and thus, reporting to the CODM was changed. The periods 
presented prior to the acquisition of American National reflect the company's operations attributable to two 
segments.

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, 
deferred income taxes, net income from our equity accounted investments, mark-to-market on investments and 
derivatives, 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.
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The tables below provide each segment’s results in the format that the CODM reviews its reporting segments to 
make decisions and assess performance. 

FOR THE YEAR ENDED DEC. 31 2022
US$ MILLIONS Reinsurance1

Pension Risk 
Transfer2

Direct 
Insurance3 Total

Net premiums and other policy related 
revenues     ............................................................. $ 1,246 $ 1,560 $ 1,678 $ 4,484 
Other net investment income, including funds 
withheld    .............................................................  230  120  717  1,067 
Segment revenues    ..............................................  1,476  1,680  2,395  5,551 
Proportionate share of equity accounted 
investment adjusted earnings       .............................  47  —  —  47 
Benefits paid on insurance contracts, net    ...........  (323)  (156)  (1,156)  (1,635) 
Changes in insurance reserves, net     ....................  (1,152)  (1,488)  (10)  (2,650) 
Changes in deferred acquisition costs     ................  160  —  125  285 
Interest credited to other policyholder account 
balances  ..............................................................  —  —  (156)  (156) 
Other insurance and reinsurance expenses     ........  (125)  —  (413)  (538) 
Operating expenses excluding transactions 
costs    ...................................................................  (21)  (15)  (329)  (365) 
Interest expense   ..................................................  (23)  —  (41)  (64) 
Current income tax (expense) recovery   .............  —  —  (21)  (21) 
Segment DOE   ...................................................  39  21  394  454 
Interest expense on junior preferred shares    .......  (67) 
Depreciation expense   .........................................  (13) 
Income tax expenses     ..........................................  (47) 
Transaction costs   ................................................  (31) 
Mark-to-market on investments and 
derivatives    ..........................................................  208 
Other corporate activities, net   ............................  (63) 
Less: Proportionate share of equity accounted 
investment adjusted earnings       .............................  (47) 
Add: Income from equity accounted 
investments    ........................................................  98 
Net income     ........................................................ $ 492 
1. Net premiums in our Reinsurance segment are attributed to insurance contracts assumed from other companies.
2. Net premiums in our PRT segment include $2 million of insurance contracts ceded to other counterparties.
3. Net premiums in our Direct Insurance segment include $649 million of insurance contracts ceded to other counterparties.
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FOR THE YEAR ENDED DEC. 31 2021
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Total

Net premiums  ..................................................... $ 6,190 $ 1,016 $ — $ 7,206 
Other net investment income, including funds 
withheld    .............................................................  127  (1)  —  126 
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   ..................................................  (7)  —  —  (7) 
Segment DOE   ...................................................  13  11  —  24 
Income tax expenses     ..........................................  (2) 
Transaction costs   ................................................  (8) 
Mark-to-market on investments and 
derivatives    ..........................................................  (59) 
Other corporate activities, net   ............................  1 
Net income     ........................................................ $ (44) 

FOR THE YEAR ENDED DEC. 31 2020
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Total

Net premiums  ..................................................... $ — $ 430 $ — $ 430 
Other net investment income, including funds 
withheld    .............................................................  — $ 84  —  84 
Segment revenues    ..............................................  —  514  —  514 

Benefits paid on insurance contracts, net    ...........  —  (38)  —  (38) 
Changes in insurance reserves, net     ....................  —  (468)  —  (468) 
Other corporate expenses   ...................................  —  (6)  —  (6) 
Current income tax expense   ...............................  —  (1)  —  (1) 
Segment DOE   ...................................................  —  1  —  1 
Net income     ........................................................ $ 1 

Our Reinsurance business is focused primarily on the reinsurance of annuity-based products and transacts 
with direct insurers and other reinsurers. All existing reinsurance contracts are with U.S. based insurance companies. 
Total premium revenues recorded within our Reinsurance segment for the year ended December 31, 2022 were from 
transactions with two United States ceding companies and represented 27% (2021 - 63%) and 1% (2021 - 22%) of 
total premium revenues,respectively.

Total premium revenues recorded within our PRT segment for the years ended December 31, 2022, 2021 
and 2020 were from Canadian counterparties, with the exception of one PRT transaction closed in late 2022 for 
$2 million dollars with a U.S. corporate sponsor. 
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Total premium revenues recorded within our Direct Insurance segment for the year ended December 31, 2022 were 
from transactions with U.S. retail customers.

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, 2022
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ 9,226 $ 3,392 $ 29,671 $ 1,210 $ 43,499 
Liabilities   ..................................  7,602  3,091  26,223  5,126  42,042 
Equity     ....................................... $ 1,624 $ 301 $ 3,448 $ (3,916) $ 1,457 

AS AT DEC.31, 2021
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ 7,921 $ 2,473 $ — $ 1,099 $ 11,493 
Liabilities   ..................................  6,803  2,269  —  986  10,058 
Equity     ....................................... $ 1,118 $ 204 $ — $ 113 $ 1,435 

AS AT DEC.31, 2020
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ — $ 1,440 $ — $ — $ 1,440 
Liabilities   ..................................  —  1,357  —  —  1,357 
Equity     ....................................... $ — $ 83 $ — $ — $ 83 

1. Other represents assets, liabilities and common equity attributable to other activities that do not constitute a segment.

The company's non-current assets by location are as follows:

FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
United States    ................................................................................. $ 2,020 $ 1,121 $ — 
Canada    ...........................................................................................  4  3  2 
Bermuda   ........................................................................................  2  1  — 
Cayman Islands    .............................................................................  2  1  — 
Total non-current assets   ............................................................. $ 2,028 $ 1,126 $ 2 

NOTE 25. PENSION AND POSTRETIREMENT BENEFIT

Savings Plans

American National sponsors a qualified defined contribution (401(k) plan) for all employees, and non-qualified 
defined contribution plans for certain employees whose otherwise eligible earnings exceed the statutory limits under 
the qualified plans.

The total expense associated with matching contributions to these plans was $11 million for 2022 (2021 - $Nil).
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Pension Benefits

American National sponsors qualified and non-qualified defined benefit pension plans, all of which have been 
frozen. As such, no additional benefits are accrued through these plans for additional years of service credit or future 
salary increase credit, and no new participants are added to the plans. Benefits earned by eligible employees prior to 
the plans being frozen have not been affected.

The qualified pension plans are noncontributory. The plans provide benefits for salaried and management employees 
and corporate clerical employees subject to a collective bargaining agreement based on years of service and 
employee compensation. The non-qualified pension plans cover key employees and restore benefits that would 
otherwise be curtailed by statutory limits on qualified plan benefits.

Amount recognized in the Statements of Financial Position consist of:

Qualified Non-qualified

AS AT DEC. 31
US$ MILLIONS 2022 2021 2022 2021
Reconciliation of benefit obligation

Obligation at beginning of year   ....................... $ — $ — $ — $ — 
Acquisition from business combination   ..........  343  —  55  — 
Interest cost on projected benefit obligation     ...  9  —  1  — 
Actuarial (gain) loss     ........................................  (10)  —  1  — 
Benefits paid   ....................................................  (17)  —  (5)  — 
Obligation at end of year     ..............................  325  —  52  — 

Reconciliation of fair value of plan assets
Fair value of plan assets at beginning of year   .  —  —  —  — 
Acquisition from business combination   ..........  499  —  —  — 
Actual return on plan assets   .............................  (8)  —  —  — 
Employer contributions   ...................................  —  —  5  — 
Benefits paid   ....................................................  (17)  —  (5)  — 
Fair value of plan assets at end of year      .......  474  —  —  — 

Funded status at end of year    ........................... $ 149 $ — $ (52) $ — 

The components of net periodic benefit cost for the defined benefit pension plans are shown below:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Interest cost    ................................................................................... $ 10 $ — $ — 
Expected returns on plan assets .....................................................  (13)  —  — 
Net periodic cost (benefit)  ........................................................... $ (3) $ — $ — 

Amounts related to the defined benefit pension plans recognized as a component of accumulated other 
comprehensive income are shown below:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Actuarial gain (loss)     ...................................................................... $ (11) $ — $ — 
Deferred tax benefit (expense)     ......................................................  2  —  — 
Other comprehensive income (loss), net of tax     ......................... $ (9) $ — $ — 
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The weighted average assumptions used are shown below:

Used for Net 
Benefit Cost for 

year ended 
December 31, 2022

Used for Net 
Benefit Cost for 

year ended 
December 31, 2021

Discount rate   .........................................................................................  5 %  — %
Long-term rate of return     .......................................................................  6 %  — %

American National’s funding policy for the qualified pension plans is to make annual contributions to meet the 
minimum funding standards of the Pension Protection Act of 2006. American National and its affiliates did not 
contribute to its qualified plans in 2022, 2021 and 2020 due to the substantial contribution over minimum funding 
standards of $60 million made in 2018. The benefits paid from the non-qualified plans were $5 million in 2022 
(2021 - $Nil). Future payments from the non-qualified pension benefit plans will be funded out of general corporate 
assets.

The following table shows pension benefit payments expected to be paid:

2023   ........................................................................................................................................... $ 46 
2024   ...........................................................................................................................................  39 
2025   ...........................................................................................................................................  31 
2026   ...........................................................................................................................................  30 
2027-2031    ..................................................................................................................................  158 

The investment policy for the retirement plan assets is designed to provide the highest return commensurate with 
sound and prudent underwriting practices. The investment diversification goals are to have investments in cash and 
cash equivalents as necessary for liquidity, debt securities up to 100% and equity securities up to 75% of the total 
invested plan assets. The amount invested in any particular investment is limited based on credit quality, and no 
single investment may at the time of purchase be more than 5% of the total invested assets.

Postretirement Life and Health Benefits

Under American National’s various group benefit plans for active employees, life insurance benefits are provided 
upon retirement for eligible participants who meet certain age and length of service requirements. 

The accrued postretirement benefit obligation, included in the liability for retirement benefits, was $7 million at 
December 31, 2022 (2021 - $Nil). These amounts were approximately equal to the unfunded accumulated 
postretirement benefit obligation.

NOTE 26. FINANCIAL COMMITMENTS AND CONTINGENCIES

Commitments

As at December 31, 2022, subsidiaries of the company had investment commitment agreements with third parties to 
the maximum of approximately $5.4 billion exclusive of taxes and other operating expenses (December 31, 2021 - 
$463 million). As at December 31, 2022, the total unfunded commitment amounts were $2.8 billion. 

American National and its subsidiaries lease insurance sales office space, technological equipment, and automobiles. 
The remaining long-term lease commitments at December 31, 2022 were approximately $10 million and are 
included in the company's Statements of Financial Position within other liabilities.

American National had aggregate commitments at December 31, 2022 to purchase, expand or improve real estate, to 
fund fixed interest rate mortgage loans, and to purchase other invested assets of $2.0 billion of which $1.3 billion is 
expected to be funded in 2023, with the remainder funded in 2024 and beyond. American National had outstanding 
letters of credit in the amount of $4 million as of December 31, 2022.
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Federal Home Loan Bank (FHLB) Agreements

The company has access to the FHLB’s financial services including advances that provide an attractive funding 
source for short term borrowing and for access to other funding agreements. As of December 31, 2022, certain 
municipal bonds and collateralized mortgage obligations with a fair value of approximately $14 million and 
commercial mortgage loans of approximately $1.3 billion were on deposit with the FHLB as collateral for 
borrowing. As of December 31, 2022, the collateral provided borrowing capacity of approximately $776 million. 
The deposited securities and commercial mortgage loans are included in the company’s Statements of Financial 
Position within fixed maturity securities and mortgage loans on real estate, net of allowance, respectively.

Guarantees

American National has guaranteed bank loans for customers of a third-party marketing operation. The bank loans 
are used to fund premium payments on life insurance policies issued by American National. The loans are secured 
by the cash values of the life insurance policies. If the customer were to default on a bank loan, American National 
would be obligated to pay off the loan. As the cash values of the life insurance policies always equal or exceed the 
balance of the loans, management does not foresee any loss on these guarantees. The total amount of the guarantees 
outstanding as of December 31, 2022, was approximately $121 million, while the total cash value of the related life 
insurance policies was approximately $143 million.

Litigation

American National and certain subsidiaries are defendants in various lawsuits concerning alleged breaches of 
contracts, various employment matters, allegedly deceptive insurance sales and marketing practices, and 
miscellaneous other causes of action arising in the ordinary course of operations. Certain of these lawsuits include 
claims for compensatory and punitive damages. We provide accruals for these items to the extent we deem the 
losses probable and reasonably estimable. After reviewing these matters with legal counsel, based upon information 
presently available, management is of the opinion that the ultimate resultant liability, if any, would not have a 
material adverse effect on the company's Statements of Financial Position, liquidity or results of operations; 
however, assessing the eventual outcome of litigation necessarily involves forward-looking speculation as to 
judgments to be made by judges, juries and appellate courts in the future.

Such speculation warrants caution, as the frequency of large damage awards, which bear little or no relation to the 
economic damages incurred by plaintiffs in some jurisdictions, continues to create the potential for an unpredictable 
judgment in any given lawsuit. These lawsuits are in various stages of development, and future facts and 
circumstances could result in management changing its conclusions. It is possible that, if the defenses in these 
lawsuits are not successful, and the judgments are greater than management can anticipate, the resulting liability 
could have a material impact on our condensed consolidated financial position, liquidity, or results of operations. 
With respect to the existing litigation, management currently believes that the possibility of a material judgment 
adverse to American National is remote. Accruals for losses are established whenever they are probable and 
reasonably estimable. If no one estimate within the range of possible losses is more probable than any other, an 
accrual is recorded based on the midpoint of the range.

NOTE 27. 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.
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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 and American National are 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 capital requirements as at December 31, 2022 and 
December 31, 2021.

NOTE 28. SUPPLEMENTARY INFORMATION

(a) Supplementary Insurance Information

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

Direct Insurance

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
Deferred acquisition cost $ 699 $ — $ — 
Future policy benefits  (21,760)  —  — 
Unearned premiums  (1,086)  —  — 
Premium revenue  1,456  —  — 
Net investment income  514  —  — 
Benefits, claims, losses and settlement expenses  (1,155)  —  — 
Amortization of deferred acquisition costs  (296)  —  — 
Other operating expenses  (353)  —  — 
Premium written  1,463  —  — 

Reinsurance

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
Deferred acquisition costs $ 1,033 $ 776 $ — 
Future policy benefits  (7,405)  (6,254)  — 
Premium revenue  1,246  6,146  — 
Net investment income  232  125  — 
Benefits, claims, losses and settlement expenses  (449)  (240)  — 
Amortization of deferred acquisition costs and other  (39)  (1)  — 
Other operating expenses  (21)  (9)  — 
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Pension Risk Transfer

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
Future policy benefits $ (3,024) $ (2,243) $ (1,339) 
Premium revenue  1,558  1,016  430 
Net investment income  (301)  (1)  84 
Benefits, claims, losses and settlement expenses  (156)  (72)  (38) 
Other operating expenses  (16)  (12)  (6) 

(b) Reinsurance Ceded and Assumed

FOR THE YEAR ENDED DEC. 31 2022
US$  MILLIONS

Gross 
amount

Ceded to 
other 

companies

Assumed 
from other 
companies Net amount

Percentage 
of amount 

assumed to 
net

Life insurance inforce  145,928  22,145  222  124,005  — %
Premiums:
    Life insurance  1,877  51  3  1,829  — %
    Accident and heath insurance  98  184  162  76  213 %
    Property and liability insurance  1,289  223  43  1,109  4 %
Total premiums  3,264  458  208  3,014  7 %

FOR THE YEAR ENDED DEC. 31 2021
US$  MILLIONS

Life insurance inforce  2,243  169  —  2,074  — %
Premiums:
    Life insurance  1,017  1  —  1,016  — %
Total premiums  1,017  1  —  1,016  — %

FOR THE YEAR ENDED DEC. 31 2020
US$  MILLIONS

Life insurance inforce  1,339  190  —  1,149  — %
Premiums:
    Life insurance  431  1  —  430  — %
Total premiums  431  1  —  430  — %
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(c) Supplemental Information Concerning Property-Casualty Insurance Operations

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
Deferred acquisition cost  185  —  — 
Reserves for unpaid claims and claim adjustment expenses  (1,366)  —  — 
Unearned premiums  (1,190)  —  — 
Earned premiums  1,108  —  — 
Net investment income  47  —  — 
Claims and claim adjustment expenses incurred related to:
    Current year  (782)  —  — 
    Prior years  25  —  — 
Amortization of deferred acquisition costs  (270)  —  — 
Paid claims and claim adjustment expenses  (708)  —  — 
Premiums written  1,123  —  — 

NOTE 29. SUBSEQUENT EVENTS

On February 8, 2023, the company announced a definitive merger agreement to acquire Argo Group International 
Holdings, Ltd. ("Argo") in an all-cash transaction for approximately $1.1 billion. The merger is expected to close in 
the second half of 2023, subject to approval by Argo shareholders and other closing conditions.

Since December 31, 2022, the company has issued 1,165,000 of class A shares from treasury to third-parties in 
exchange for 1,165,000 Brookfield shares. The shares were distributed to Brookfield as a dividend on its Class C 
shares, valued at $38 million. During this time, Brookfield also converted its holdings of 309,307 Brookfield 
Reinsurance class A exchangeable shares valued at $10 million into 380,268 class C shares.
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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”), covers the financial position as of December 31, 2022 and 
2021 and the results of operations for the years ended December 31, 2022, 2021 and 2020. The information in this 
MD&A should be read in conjunction with the Combined Consolidated Financial Statements (“the financial 
statements”) as of December 31, 2022 and 2021 and for the years ended December 31, 2022, 2021 and 2020. The 
financial statements are prepared in accordance with the International Financial Reporting Standards issued by the 
International Accounting Standards Board ("IFRS"). 

On December 14, 2022, the company changed its name from Brookfield Asset Management Reinsurance Partners 
Ltd. to Brookfield Reinsurance Ltd. and changed its trading symbol from "BAMR" to "BNRE".

Unless the context requires otherwise, when used in this MD&A, the terms “we”, “us”, “our”, or the “company” 
means Brookfield Reinsurance Ltd. together with all of its subsidiaries and the term “Brookfield” means Brookfield 
Corporation (formerly Brookfield Asset Management Inc.), its subsidiaries and controlled companies and any 
investment fund sponsored, managed or controlled by Brookfield Corporation 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. Our company operates a capital solutions business providing insurance and reinsurance services to individuals 
and institutions. Through its operating subsidiaries, our company offers a broad range of insurance products and 
services, including life insurance and annuities, and personal and commercial property and casualty insurance. Our 
business is presently conducted through our subsidiaries under three operating segments, which we refer to as our 
Reinsurance business, our Pension Risk Transfer ("PRT") business and our Direct Insurance business. Refer to the 
"Lines of Business" section of the MD&A for further details on our operating segments' business. 

Continuity of Interest

Our company was established on December 10, 2020 by Brookfield, and on June 28, 2021 Brookfield completed the 
Spin-off of the company by way of a special dividend to holders of Brookfield’s Class A and Class B Limited 
Voting Shares. Prior to the Spin-off, Brookfield 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’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. 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. 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 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.
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Basis of Presentation

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.”), North End Re (Cayman) SPC 
("NER SPC"), Brookfield Annuity Company ("BAC") and American National Group, LLC. (“American National”).

Through its operating subsidiaries, our company offers a broad range of insurance products and services to 
individuals and institutions, including life insurance, individual and group annuities, health insurance, credit 
insurance and property and casualty insurance for personal lines, agribusiness and certain commercial exposures. 
The principal operating entities of the company generally maintain their own independent management and 
infrastructure. 

The following financial data is derived from our financial 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.

Key Financial Data

The following present key financial data of the company:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Total assets    ............................................................................................... $ 43,499 $ 11,493 $ 1,440 
Net income (loss)    ......................................................................................  492  (44)  1 
Adjusted equity1

      .......................................................................................  4,852  1,451  79 
Distributable Operating Earnings1,2

    ..........................................................  388  30  1 

1. Distributable operating earnings and adjusted equity are Non-IFRS measures. See “Reconciliation of Non-IFRS Measures”.
2. Distributable operating earnings for the year ended 2022 is inclusive of $66 million of net corporate costs relating to activities outside of 

our three operating segments (2021 - $6 million; 2020 - Nil)
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Operating Results and Financial Review

CONSOLIDATED RESULTS OF OPERATIONS

The following table summarizes the financial results of our business for the years ended December 31, 2022, 2021 
and 2020.

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Net premiums and other policy revenue  ..................................................... $ 4,484 $ 7,162 $ 430 
Net investment income, including funds withheld    .....................................  617  79  84 
Total revenues   ...........................................................................................  5,101  7,241  514 

Income from equity accounted investments    ...........................................  222  8  — 

Net benefits and claims paid on insurance contracts    ..................................  1,635  292  38 
Change in future policy benefits    ................................................................  2,189  6,980  468 
Interest credited to policyholders' account balances    ..................................  156  —  — 
Commissions for acquiring and servicing policies .....................................  412  —  — 
Changes in deferred acquisition costs    ........................................................  (383)  (44)  — 
Other reinsurance expenses    ........................................................................  125  19  — 
Operating expenses       ....................................................................................  433  35  6 
Interest expense on borrowings   ..................................................................  129  9  — 
Interest expense on preferred shares    ..........................................................  67  —  — 
Total benefits and expenses   .....................................................................  4,763  7,291  512 

Net income (loss) before income taxes     ....................................................  560  (42)  2 
Income tax expense    ....................................................................................  (68)  (2)  (1) 
Net income (loss) for the year   .................................................................. $ 492 $ (44) $ 1 

2022 vs. 2021

For the year ended December 31, 2022, we reported net income of $492 million, compared to a net loss of $44 
million in the prior year. 

Net premiums and other policy revenue of $4.5 billion decreased by $2.7 billion for the year ended December 31, 
2022, relative to the same period in 2021. During the year, the company closed 28 PRT deals, representing 
$1.6 billion of premiums (December 31, 2021 - 26 deals, $1.1 billion premiums). We recorded $1.7 billion of 
premiums and other policy revenues related to American National, for the period following the close of the 
acquisition on May 25, 2022. The increase in new business within our Direct Insurance and PRT segments in 2022 
was partially offset by the absence of $6.2 billion of large-block reinsurance transactions which closed in September 
and October 2021. During 2022, we wrote $1.2 billion of flow reinsurance premiums on existing reinsurance 
transactions. 

Net investment income, including funds withheld increased by $538 million for the year ended December 31, 2022, 
relative to the same period in 2021. Net investment income is comprised of interest and dividends received as well 
as realized and unrealized gains and losses on financial instruments. 

Interest and dividends received increased by $648 million as a result of the growth in our investment portfolio and 
capital redeployed within recently closed transactions, as well as rising interest rates. Across each of our business 
segments, we deployed the capital from transactions closed during the year into accretive, higher yielding 
investments, driving a step up in our net investment spreads. During the year, across our Direct Insurance, 
Reinsurance and PRT businesses we redeployed approximately $7 billion of existing assets (2021 - $5 billion).
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Realized net investment income, including funds withheld, increased by $147 million for the year ended 
December 31, 2022, relative to the same period in 2021. The increase was as a result of growth in the investment 
portfolio and capital redeployment, as well as realized gains on the unwind of corporate hedges, which totaled 
$108 million in the year.

The unrealized net investment loss of $421 million (2021 - loss of $19 million) recorded in the year is primarily due 
to negative mark-to-market movements on investments measured under fair value through profit and loss as a result 
of rising interest rates and market volatility experienced during the period, partially offset by unrealized gains from 
embedded derivatives recorded within our reinsurance funds withheld assets. As the duration of our investment 
portfolio is currently shorter than the duration of our insurance contract liabilities, the negative mark-to-market on 
the investment portfolio was more than offset by fair value changes in our future policy benefits balances. 

Equity accounted income of $222 million includes approximately $124 million related to investments in associates 
within our American National subsidiary, and includes a further $98 million related to the company's investment in 
the common equity of American Equity Investment Life Holding Company (“AEL Holdings”). In the fourth quarter 
of 2022, the company discontinued the use of the equity method for its investment in AEL Holdings, as a result of 
the loss of significant influence over the investee following the resignation of our appointed member from the AEL 
Holdings' Board of Directors. Equity accounted income from 2021 includes $8 million related to the company's 
investment in the common equity of AEL Holdings, which was recorded as an equity accounted investment starting 
third quarter of 2021.

Benefits and claims paid to policyholders increased by $1.3 billion for the year ended December 31, 2022, relative 
to the same period in 2021. The increase is due to contributions from American National, representing $1.2 billion, 
as well as an increase from prior year within our existing reinsurance and PRT businesses as a result of the two 
reinsurance transactions closed in the third and fourth quarters of 2021 and an increase in annuitants in-pay in new 
PRT business since the prior year. 

The change in future policy benefits in the year ended December 31, 2022 decreased by $4.8 billion compared to the 
same period in 2021, primarily due to the absence of the two large-block reinsurance transactions in the prior year, 
which was partially offset by flow business from our reinsurance transactions and new business contributed since the 
acquisition of American National in May 2022. 

The increase in interest credited to policyholders' account balances, commissions for acquiring and servicing 
policies were also a result of the acquisition of American National.

The change in deferred acquisition costs increased by $339 million compared to the same period in 2021, as a result 
of capitalized reinsurance costs associated with flow business within our Reinsurance segment, as well as new 
business written at American National for the period from May 25, 2022 to December 31, 2022. 

Other reinsurance expenses, which includes ceding commissions and sales inducements, increased by $106 million 
in 2022 compared to the same period in 2021 due to a full year of contribution from reinsurance transactions in late 
2021, resulting in additional reinsurance related expenses settled during the period.

Operating expenses increased by $398 million in 2022 compared to the same period in 2021, primarily driven by the 
inclusion of seven months of expenses from American National representing $334 million, and as a result of 
additional personnel, professional services and transaction expenses related to the growth of our business as well as 
one-time transaction costs. Operating expenses in 2022 included $31 million of transaction related expenses (2021 - 
$8 million).

Interest expense on borrowings increased by $120 million during the year primarily as a result of interest on 
subsidiary borrowings, representing $1.5 billion of acquisition financing issued at American National, as well as 
corporate borrowings used to temporarily warehouse investments that will be moved into our insurance companies' 
investment portfolios.

During the year, the company issued $2.5 billion of preferred shares to Brookfield, in connection with the 
acquisition of American National. While subordinated to the company's Class A and Class B equity, the junior 
preferred shares are treated as a liability for accounting purposes, as a result, included with interest expense is $67 
million of dividends accrued on the company's preferred shares.
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During the year, DOE increased by $358 million to $388 million. The increase was driven by contributions from 
American National, as well as increased net investment income on our corporate investments, contributions from our 
investment in AEL Holdings and new business and spread earnings within our PRT and Reinsurance businesses as 
we made progress redeploying the investments within the portfolios.

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 
in 2020. 

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 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.

Net investment income including funds withheld decreased by $5 million for the year ended December 31, 2021, 
relative to the same period in 2020. Net investment income comprises of interest and dividends received, net 
hedging expenses, 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. 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. The decrease from 2020 was 
mainly due to net hedging expenses, partially offset by the increase in other type of net investment income.

Equity accounted income in 2021 of $8 million related to the company's investment in the common equity of 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. During 2021, 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 were reflected in net income in the first quarter of 2022. 

During 2021, DOE increased $29 million from the prior year to $30 million. The increase in DOE was a result of 
increased spread earnings within our PRT segment as a result of new business closed during the year, our 
proportionate share of earnings from our investment in AEL Holdings, and net earnings on our corporate investment 
portfolio. 
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CONSOLIDATED FINANCIAL POSITION

Comparison as at December 31, 2022 and December 31, 2021

The following table summarizes the financial position as at December 31, 2022 and December 31, 2021:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Assets

Cash and cash equivalents    .................................................................................... $ 2,145 $ 393 
Investments   ...........................................................................................................  28,098  4,943 
Accrued investment income  ..................................................................................  341  21 
Premiums due and other receivables     ....................................................................  436  — 
Reinsurance funds withheld   ..................................................................................  5,610  4,650 
Derivative assets     ...................................................................................................  44  146 
Deferred tax asset   ..................................................................................................  531  20 
Equity accounted investments       ..............................................................................  1,673  344 
Deferred acquisition costs    .....................................................................................  1,732  776 
Reinsurance assets      ................................................................................................  570  169 
Investment properties   ...........................................................................................  562  — 
Other assets      ...........................................................................................................  610  31 
Goodwill      ..............................................................................................................  102  — 
Separate account assets    ........................................................................................  1,045  — 

Total assets     ...............................................................................................................  43,499  11,493 
Liabilities

Future policy benefits     ...........................................................................................  15,771  8,497 
Policyholders' account balances  ............................................................................  14,310  — 
Policy and contract claims    ....................................................................................  1,786  — 
Unearned premium reserve    ...................................................................................  1,086  — 
Due to related parties    ............................................................................................  309  467 
Other policyholder funds    ......................................................................................  322  — 
Corporate borrowings      ...........................................................................................  2,160  693 
Subsidiary borrowings   ..........................................................................................  1,492  — 
Liabilities issued to reinsurance entities    ...............................................................  151  167 
Preferred shares  .....................................................................................................  2,512  — 
Other liabilities      .....................................................................................................  1,098  234 
Separate account liabilities    ...................................................................................  1,045  — 

Total liabilities    ..........................................................................................................  42,042  10,058 
Equity

Class A exchangeable and Class B  .......................................................................  432  539 
Class C  ..................................................................................................................  1,017  896 
Non-controlling interests      ......................................................................................  8  — 

Total equity     ..............................................................................................................  1,457  1,435 
Total liabilities and equity      ...................................................................................... $ 43,499 $ 11,493 
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December 31, 2022 vs. December 31, 2021

Total assets increased by $32.0 billion during the year to $43.5 billion. The increase in total assets included 
$29.7 billion related to assets of American National, as well as additional transactions closed within our PRT 
business and flow premiums from our existing reinsurance treaties.

Cash increased by $1.8 billion during the year primarily as a result of the acquisition of American National, 
contributing $1.4 billion of cash and cash equivalents as at December 31, 2022.

Investments increased by $23.2 billion over the year, primarily as a result of $21.9 billion of assets associated with 
the acquisition of American National, as well as assets from new business written within our PRT and Reinsurance 
segments, partially offset by the negative mark-to-market movements on fair valued investments.

Reinsurance funds withheld increased by $960 million over the year, primarily as a result of new flow business 
written within our AEILIC reinsurance treaty which included the addition of new products, as well as the 
contribution of positive mark-to-market valuations on the embedded derivative related to reinsurance funds withheld 
assets.

Deferred acquisition costs, which are costs that are directly related to writing new policyholder contracts are 
capitalized as deferred acquisition costs to the extent that they are recoverable from gross profits, increased by 
$956 million as a result of capitalized reinsurance costs associated with flow business within our Reinsurance 
segment, as well as new business written at American National for the period from May 25, 2022 to December 31, 
2022. Deferred acquisitions costs are amortized over the life of the policies in proportion to the estimated gross 
profits. 

Equity accounted investments increased $1.3 billion during the year, including $1.7 billion related to investments in 
associates within our American National subsidiary. The increase was partially offset by the equity accounted 
investment in AEL Holdings of $344 million as at December 31, 2021, which was reclassified to financial assets at 
the end of 2022.

Deferred tax assets increased $511 million during the year, primarily as a result of our acquisition of American 
National and was partially offset by deferred tax expenses generated within our PRT business. 

Other assets increased $579 million during the year, primarily as a result of property, plant and equipment, prepaid 
pensions obligations and intangible assets within American National. 

The increase in accrued investment income and reinsurance assets, as well as the addition of premiums due, 
investment properties, separate account assets and goodwill are also a result of the acquisition of American National. 

Future policy benefits and policyholder account balances increased $21.6 billion during the year and included 
$19.7 billion related to American National policyholders, as well as new business written within our PRT and 
Reinsurance business during the year, partially offset by settlements and negative mark-to-market valuations on the 
fair value of reserves within our PRT business.

Corporate and subsidiary borrowings increased by $3.0 billion during the year, primarily as a result of $1.5 billion of 
acquisition financing related to the acquisition of American National, as well as $1.5 billion of short-term secured 
corporate borrowings and additional drawings on the company's revolving credit facility for the purpose of 
temporarily warehousing attractive investment opportunities that will 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. 

Due to related parties decreased by $158 million during the year, primarily as a result of the repayment of short-term 
loans from Brookfield in connection with the reinsurance transactions closed in 2021.

The company issued $2.5 billion of junior preferred shares to Brookfield during the year. While subordinate to the 
company's class A and B shares, the preferred shares are treated as a liability for accounting purposes.

The increase in policy and contract claims, unearned premium reserve, other policyholder funds, separate account 
liabilities and other liabilities were also a result of contributions from the acquisition of American National. 

93



Adjusted equity, which represents the total economic equity of our Company through its Class A, B, and C shares, 
and Junior Preferred Shares, but excluding accumulated other comprehensive income, increased $3.4 billion to 
$4.9 billion, as a result of positive retained earnings and the Class C and preferred share issuances to Brookfield 
during the year, used to fund a portion of the American National acquisition. 

SEGMENT REVIEW

The company's operations are organized into three operating segments: direct insurance, reinsurance and PRT.

We measure operating performance primarily using DOE which measures our ability to acquire net insurance assets 
at a positive margin, and invest these assets at a return that is greater than the cost of policyholder liabilities. 

Direct Insurance

The following table presents Distributable Operating Earnings of our Direct Insurance segment for the years ended 
December 31, 2022, 2021 and 2020:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
DOE      .............................................................................................. $ 394 $ — $ — 

Comparison of the years ended December 31, 2022, 2021 and 2020

DOE within our Direct Insurance business represents contribution from American National for the period of May 
25, 2022 to December 31, 2022. DOE in the year included contributions from our direct origination life and 
annuities business, benefiting from competitive sales performance and increasing investment performance. Our 
strong life and annuity earnings were further supplemented with P&C earnings, benefiting from our conservative 
approach to underwriting products. DOE related to our Direct Insurance business also includes financing costs 
associated with subsidiary borrowings and corporate overhead directly related to the segment.

Reinsurance

The following table presents Distributable Operating Earnings of our Reinsurance segment for the years ended 
December 31, 2022, 2021 and 2020:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
DOE      .............................................................................................. $ 39 $ 13 $ — 

Comparison of the years ended December 31, 2022, 2021 and 2020

The company's Reinsurance operating companies commenced their operations in 2021 and closed its first two large-
block transactions in the last four months of 2021. The company received cash and cash equivalents upon close of 
the transactions, and to date, we have redeployed over $5 billion of the assets, actively increasing our net investment 
yield relative to our cost of funds. DOE from our Reinsurance segment also includes our proportionate share of DOE 
from AEL Holdings, which we account for as an equity accounted investment from the third quarter of 2021 to the 
third quarter of 2022. 

Pension Risk Transfer

The following table presents Distributable Operating Earnings of our PRT segment for the years ended 
December 31, 2022, 2021 and 2020:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
DOE      .............................................................................................. $ 21 $ 11 $ 1 
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Comparison of the years ended December 31, 2022, 2021 and 2020

For the year, the company closed 28 PRT deals (2021 - 26, 2020 - 15), representing $1.6 billion (2021 - $1.1 billion, 
2020 - $432 million) of premiums. The increase in DOE from the prior year was a result of new business closed and 
the redeployment of assets into higher yielding investments, driving higher spread earnings from the prior periods, 
as well as the benefit of efficiencies as we scale our PRT business. 

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. We proactively manage our liquidity 
position to meet liquidity needs and continue to develop relationships with lenders who provide borrowing capacity 
at competitive rates, 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 
corporate liquidity for the periods noted below consisted of the following:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Cash and cash equivalents     ................................................................................ $ 784 $ 70 
Liquid financial assets  .......................................................................................  241  243 
Undrawn credit facilities   ...................................................................................  544  313 
Total Corporate liquidity1

    .............................................................................. $ 1,569 $ 626 
1. See "Performance Measures used by Management".

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 $400 million credit facility in addition to our $500 million revolving credit facility with external banks. 
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. As of the date of this MD&A, there were no amounts drawn on the Brookfield facility.

Today, we have significant liquidity within our insurance portfolios, giving us flexibility to invest in a rising rate 
environment and secure attractive investment opportunities. Liquidity within our operating subsidiaries may be 
restricted from time to time due to regulatory constraints. As at December 31, 2022, the company's cash and cash 
equivalents included $784 million of unrestricted cash resources that can be deployed to fund corporate activities as 
needed. 

AS AT DEC. 31
US$ MILLIONS 2022 2021
Cash and cash equivalents     ................................................................................ $ 2,145 $ 393 
Liquid financial assets  .......................................................................................  17,769  6,813 
Undrawn credit facilities   ...................................................................................  544  313 
Total liquidity1

    ................................................................................................. $ 20,458 $ 7,519 
1. See "Performance Measures used by Management".
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Comparison of the years ended December 31, 2022, 2021 and 2020 

The following table presents a summary of our cash flows and ending cash balances for the years ended 
December 31, 2022, 2021 and 2020:

FOR THE YEARS ENDED DEC. 31
US$  MILLIONS 2022 2021 2020
Operating activities   ........................................................................ $ 107 $ 1,581 $ 399 
Investing activities   .........................................................................  (4,341)  (3,864)  (385) 
Financing activities   ........................................................................  5,994  2,640  13 
Cash and cash equivalents

Cash and cash equivalents, beginning of the year   ....................  393  35  13 
Net change during the year   .......................................................  1,760  357  27 
Foreign exchange on cash balances held in foreign currencies      (8)  1  (5) 

Cash and cash equivalents, end of the year   ............................... $ 2,145 $ 393 $ 35 

Operating Activities

2022 vs. 2021

For the year ended December 31, 2022, we generated $107 million of cash from operating activities compared to 
$1.6 billion during 2021. The net decrease in the amount of cash generated in 2022 was primarily attributable to the 
absence of the large block coinsurance treaty closed in the prior year, which contributed $1.6 billion of net cash 
received on close of the transaction, which was partially offset by deferred acquisition costs on the reinsurance 
treaty. 

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 the coinsurance portion of the 
large block reinsurance treaty closed during the fourth quarter of 2021, which contributed $1 billion of net cash 
received on close of the transaction, net of total deferred acquisition costs.

Investing Activities

2022 vs. 2021

For the year ended December 31, 2022, we deployed $24 billion into new investments, including $4.1 billion 
relating to the acquisition of a 100% interest in American National, net of cash acquired, as well as $14 billion of 
redeployment into new investments within our insurance operating subsidiaries investment portfolios, which was 
primarily funded by the sales and maturities of liquid securities as we redeploy into higher-yielding strategies. The 
purchase and sales, net of maturities, resulted in net deployment of $4.3 billion of cash from investing activities, 
compared to $3.9 billion during the same period in 2021.

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 2021 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.
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Financing Activities

2022 vs. 2021

For the year ended December 31, 2022, we generated $6.0 billion of cash from financing activities compared to 
$2.6 billion generated in 2021. The cash generated in the current year primarily relates to the issuance of $2.5 billion 
of junior preferred shares, $450 million of Class C shares issued to Brookfield, and $1.5 billion of acquisition 
financing in connection with the purchase of American National, as well as $2.2 billion in additional borrowings to 
fund temporary corporate investments, the majority of which will be transferred into our insurance entities in the 
near term. 

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 2021 related 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, and $1.1 billion of net corporate borrowings that temporarily funded corporate investments that were 
subsequently transferred into our insurance accounts in 2021.

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, 2022, our common equity was $1.5 billion and our adjusted equity was $4.9 billion. Adjusted 
Equity represents the total economic equity of our Company through its Class A, B, and C shares and the Junior 
Preferred Shares issued by our Company, excluding accumulated other comprehensive income.

Included in equity and adjusted equity was approximately $300 million invested in Canadian dollars. All cumulative 
translation adjustments recorded for the years ended December 31, 2022 and 2021 were related to foreign exchange 
movements on the Canadian dollar relative to the U.S. dollar.

As at December 31, 2022, we had a notional $2.6 billion (December 31, 2021 - $846 million) of foreign exchange 
forward contracts in place to hedge against foreign currency risk. 

For additional information, see Note 4, “Financial Instruments” of the financial statements.

Future Capital Obligations and Requirements

Subsidiaries of the company have investment commitment agreements to the maximum of $5.4 billion exclusive of 
taxes and other operating expenses (December 31, 2021 - $463 million). As at December 31, 2022, $2.6 billion was 
funded (December 31, 2021 - $81 million). The amounts are recognized as loans and receivables, unrated bonds and 
private equity investments. 

97



For additional information, see Note 26, “Financial Commitments and Contingencies” of the financial statements.

Payments due by year

AS AT DEC. 31 2022
US$ MILLIONS Total

Less than 1
 year 1- 3 years 4 - 5 years

More than 5 
years

Future policy benefits      .................................... $ 15,771 $ 1,078 $ 2,142 $ 1,793 $ 10,758 
Policyholders' account balances    .....................  14,310  1,288  2,576  1,717  8,729 
Policy and contract claims     .............................  1,786  162  321  214  1,089 
Unearned premium reserve     ............................  1,086  99  195  130  662 
Due to related party   ........................................  309  294  3  2  10 
Reinsurance payable     ......................................  90  16  36  19  19 
Derivative liabilities   .......................................  38  38  —  —  — 
Other policyholder funds    ...............................  322  29  58  39  196 
Notes payable     .................................................  151  11  62  6  72 
Corporate borrowings   ....................................  2,160  1,810  —  350  — 
Subsidiary borrowings    ...................................  1,492  —  —  1,000  492 
Deferred revenue   ............................................  78  5  8  7  58 
Liabilities issued to reinsurance entities      ........  151  —  —  —  151 
Funds withheld liabilities     ...............................  10  10  —  —  — 
Preferred shares   ..............................................  2,512  —  —  —  2,512 
Other liabilities  ...............................................  731  395  235  47  54 
Separate account liabilities     ............................  1,045  95  188  125  637 
Total    ............................................................... $ 42,042 $ 5,330 $ 5,824 $ 5,449 $ 25,439 

Brookfield 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. A summary of Brookfield’s 2022 
operating results is provided below:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020

Revenues    ....................................................................................... $ 92,769 $ 75,731 $ 62,752 
Net income   ...................................................................................  5,195  12,388  707 

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 as 
a whole. In addition to carefully considering the disclosure made in this MD&A, you should carefully consider the 
disclosure made by Brookfield in its continuous disclosure filings. Copies of the Brookfield’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. 

Lines of Business

Direct Insurance

Following closing of the acquisition of American National, American National has become the platform for our third 
primary operating line: direct origination of life, annuity and property and casualty insurance policies, which we 
refer to as direct insurance. 
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American National, founded in 1905 and headquartered in Galveston, Texas, offers a broad spectrum of products 
and services through its subsidiaries, which include life insurance, annuities, property and casualty insurance, health 
insurance, credit insurance, and pension products. The American National companies operate in all 50 states, the 
District of Columbia and Puerto Rico. 

Life Insurance

Whole Life. Whole life products provide a guaranteed benefit upon the death of the insured in return for the periodic 
payment of a fixed premium over a predetermined period. Premium payments may be required for the entire life of 
the contract, to a specified age or a fixed number of years, and may be level or change in accordance with a 
predetermined schedule. Whole life insurance includes some policies that provide a participation feature in the form 
of dividends. Policyholders may receive dividends in cash or apply them to increase death benefits or cash values 
available upon surrender, or reduce the premiums required to maintain the contract in-force.

Universal Life. Universal life insurance products provide coverage through a contract that gives the policyholder 
flexibility in premium payments and coverage amounts. Universal life products may allow the policyholder, within 
certain limits, to increase or decrease the amount of death benefit coverage over the term of the contract and to 
adjust the frequency and amount of premium payments. Universal life products are interest rate sensitive, and we 
determine the interest crediting rates during the contract period, subject to policy specific minimums. An equity-
indexed universal life product is credited with interest using a return that is based, in part, on changes in an index, 
such as the Standard & Poor’s 500 Index (“S&P 500”), subject to a specified minimum.

Variable Universal Life. Variable universal life products provide insurance coverage on a similar basis as universal 
life, except that the policyholder bears the investment risk because the value of the policyholder’s account balance 
varies with the investment experience of the securities selected by the policyholder held in the separate account.

Credit Life Insurance. Credit life insurance products are sold in connection with a loan or other credit account. 
Credit life insurance products are designed to pay to the lender the borrower’s remaining debt on a loan or credit 
account if the borrower dies during the coverage period.

Annuities 

Deferred Annuities. A deferred annuity is an asset accumulation product. Deposits are received as a single premium 
deferred annuity or in a series of payments for a flexible premium deferred annuity. Deposits are credited with 
interest at our determined rates subject to policy minimums. For certain limited periods of time, usually from one to 
ten years, interest rates are guaranteed not to change. Deferred annuities usually have surrender charges that begin at 
issue and reduce over time and may have market value adjustments that can increase or decrease any surrender 
value. An equity-indexed deferred annuity is credited with interest using a return that is based, in part, on changes in 
an index, such as the S&P 500, subject to a specified minimum.

Single Premium Immediate Annuity (“SPIA”). A SPIA is purchased with one premium payment, providing periodic 
(usually monthly or annual) payments to the annuitant for a specified period, such as for the remainder of the 
annuitant’s life. Return of the original deposit may or may not be guaranteed, depending on the terms of the annuity 
contract.

Variable Annuities. With a variable annuity, the policyholder bears the investment risk because the value of the 
policyholder’s account balance varies with the investment experience of the separate account investment options 
selected by the policyholder. Our variable annuity products have no guaranteed minimum withdrawal benefits.

Property and Casualty

Personal Lines. Personal lines include insurance policies sold to individuals for auto, homeowners, and other similar 
exposures. Auto insurance covers specific risks involved in owning and operating an automobile. Homeowner 
insurance provides coverage that protects the insured owner’s property against loss from perils. Other personal 
insurance provides coverage for property such as boats, motorcycles and recreational vehicles, and umbrella 
protection coverage.
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Commercial Lines. Commercial lines are primarily focused on providing insurance to agricultural related operations 
and small to midsize businesses. This includes property and casualty coverage tailored for a farm, ranch, or other 
agricultural-related businesses. Commercial auto insurance is typically issued in conjunction with the sale of our 
policies covering farms, ranches, and businesses and covers specific risks involved in owning and operating motor 
vehicles. Business owners' property and liability insurance, workers' compensation insurance, and other commercial 
insurance encompassing umbrella protection coverage and other liability coverages, are also offered.

Specialty Markets. Specialty Markets products include renters, mortgage security, aviation, private flood, and credit 
insurance. Credit insurance provides protection to borrowers and the creditors that extend credit to them against 
unpaid indebtedness as a result of death, disability, involuntary unemployment, or untimely loss to the collateral 
securing a personal or mortgage loan.

• Collateral or Creditor Protection Insurance (“CPI”). CPI provides insurance against loss, expense to recover, or 
damage to personal property pledged as collateral (typically automobiles and homes) resulting from fire, 
burglary, collision, or other loss occurrence that would either impair a creditor’s interest or adversely affect the 
value of the collateral. The coverage is purchased from us by the lender according to the terms of the credit 
obligation and charged to the borrower by the lender when the borrower fails to provide the required insurance.

• Guaranteed Auto Protection or Guaranteed Asset Protection (“GAP”). GAP insures the excess outstanding 
indebtedness over the primary property insurance benefits that may occur when there is a total loss to or an 
unrecovered theft of the collateral. GAP can be written on a variety of assets that are used as collateral to secure 
credit; however, it is most commonly written on automobiles.

As of December 31, 2022, American National and its subsidiaries had $19.7 billion of future policy benefits and 
policyholder account balances.

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. 

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.
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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.”). As of the date of this MD&A, our subsidiaries have reinsurance and 
retrocession agreements with two third parties to reinsure a block of U.S. annuities and fixed indexed annuities. As 
of December 31, 2022, NER SPC and NER Ltd. had $5.9 billion and $1.5 billion (December 31, 2021 - $4.7 billion 
and $1.6 billion, respectively) of future policy benefits, 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 in Canada and the United States. Our Canadian 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. Under American National, we also operate a 
U.S. PRT business, and successfully completed its first PRT transaction in December 2022. Our North American 
PRT businesses are led by a team of experts in group annuities, pensions, insurance and investments.

As of December 31, 2022, we had $3.0 billion (December 31, 2021 - $2.2 billion) of future policy benefits related to 
PRT.

101



Industry Trends and Factors Affecting Our Performance 

As a financial services business providing capital based solutions to the insurance industry, we are affected by 
numerous factors, including global economic and financial market conditions. Price fluctuations within equity, 
credit, commodity and foreign exchange markets, as well as interest rates, which may be volatile and mixed across 
geographies, can significantly impact the performance of our business. We also monitor factors such as consumer 
spending, business investment, the volatility of capital markets, interest rates, unemployment and the risk of 
inflation or deflation, which affect the business and economic environment and, in turn, impact the demand for the 
type of financial and insurance products offered by our business. We believe the following current trends present 
significant opportunities for us to grow our business.

• Financial market volatility and dislocations across asset classes favor insurers with diverse investment 
portfolios and access to alternative credit. Insurers primarily invest in public market fixed income products 
and are exposed to public market valuations. Insurers with an ability to diversify investment portfolios to 
include alternative and private credit assets provides more favorable investment performance. 

• 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, 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 Statements of Financial Position within our financial statements 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. 

Interest Rate Risk

Interest rates currently increased in many jurisdictions in which we operate in 2022 but remain at relatively low 
levels by historical standards. The company’s asset liability management practices and interest rate risk management 
allows the company to mitigate the impact of interest rate volatility on the business. However, sudden or unexpected 
changes 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.
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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. 

Other Price Risk

Other price risk is the risk of variability in fair value due to movements in equity prices or other market prices such 
as commodity prices and credit spreads.

The company's exposure to the equity markets is managed by sector and individual security and is intended to track 
the S&P 500 with minor variations. The company mitigates the equity risk by diversification of the investment 
portfolio.

The company also has equity risk associated with the equity-indexed life and annuity products the company issues. 
The company has entered into derivative transactions, primarily over-the-counter equity call options, to hedge the 
exposure to equity-index changes.

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 financial statements.

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. 

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. Future policy benefits

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 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.

Measurement

Future policy benefits 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. BAC’s Appointed 
Actuary is responsible for determining the amount of future policy benefits in accordance with standards established 
by the CIA. CALM is used to determine future policy benefits 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 future policy benefits cover a range of possible 
outcomes. Margins are reviewed periodically for continued appropriateness. 

Future policy benefits are determined by NER Ltd. using a reserve methodology under accounting principles 
generally accepted in the United States of America ("US GAAP"), as permitted by IFRS 4. Future policy benefits 
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. Future policy benefits 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. 
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Future policy benefits are determined by NER SPC using US GAAP reserve methodology, as permitted by IFRS 4. 
Future policy benefits 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.

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.

Future policy benefits are determined by American National using US GAAP reserve methodology, as permitted by 
IFRS 4. Liabilities for future policy benefits for traditional products have been provided on a net level premium 
method based on estimated investment yields, withdrawals, mortality, and other assumptions that were appropriate 
at the time the policies were issued. Upon acquisition, the fair value of future policy benefits was determined using a 
Defined Valuation Net Premium (DVMP) method. Key assumptions used in calculating the fair value of future 
policy benefits include the net to gross premium ratio, discount rates and Provisions for Adverse Deviation (PADs) 
including mortality and inflation. Estimates are based on historical experience adjusted for possible adverse 
deviation. These estimates are periodically reviewed and compared with actual experience. When it is determined 
that future expected experience differs significantly from existing assumptions, the estimates are revised for current 
and future issues.

Included within future policy benefits are amounts related to certain contracts or blocks of business that have 
negative VOBA. Negative VOBA is amortized over the duration of the respective contracts, being 30 years using 
the straight-line method. We record the fair value of the liabilities assumed in two components: reserves and VOBA. 
Reserves are established using our best estimate assumptions consistent with the policies described below for future 
policy benefits and interest sensitive contract liabilities. VOBA is the difference between the fair value of the 
liabilities and the reserves. Any negative VOBA is recorded within the associated reserves.

ii. Deferred acquisition costs and value of business acquired

Deferred policy acquisition costs (“DAC”) are capitalized costs related directly to the successful acquisition of new 
or renewal insurance contracts. Significant costs are incurred to acquire insurance, reinsurance, and annuity 
contracts, including commissions and certain underwriting, policy issuance, and processing expenses. 

DAC on Reinsurance business is amortized over the life of the policies in proportion to the estimated gross profits. 
Costs that are directly related to the successful acquisition of reinsurance contracts are capitalized as 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.

Effective October 1, 2022, the company made a change in accounting policy to treat the difference between the 
amount paid for reinsurance contracts and the amount of the liabilities for policy benefits relating to the underlying 
reinsured contracts as the cost of reinsurance that is deferred and amortized over the reinsurance contract. This was 
applied retrospectively as it resulted in reliable and more relevant information about the effects of the reinsurance 
treaty on the company's financial conditions and performance. 
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DAC on traditional life, including limited-pay contracts, and health products is amortized with interest over the 
anticipated premium-paying period of the related policies in proportion to the ratio of annual premium revenue 
expected to be received over the life of the policies. Expected premium revenue is estimated by using the same 
mortality, morbidity, and withdrawal assumptions used in computing liabilities for future policy benefits. 

DAC on universal life and investment-type contracts is amortized as a level percentage of the present value of 
anticipated gross profits from investment yields, mortality, and surrender charges. The effect of the realization of 
unrealized gains (losses) on DAC is recognized in net unrealized loss on available for sale securities in the 
Statements of Financial Position as of the reporting date. A change in interest rates could have a significant impact 
on DAC calculated for these contracts. 

DAC associated with property and casualty business is amortized over the coverage period of the related policies, in 
relation to premiums earned. 

DAC on participating whole life products is amortized in proportion to estimated gross margins. Estimated gross 
margins are equal to premiums, plus investment income, less benefits, less expenses not included in DAC, less the 
change in reserves, less dividends.

For short-duration and long-duration contracts, DAC is grouped consistent with the manner in which insurance 
contracts are acquired, serviced, and measured for profitability and is reviewed for recoverability based on the 
profitability of the underlying insurance contracts. Investment income is anticipated in assessing the recoverability 
of DAC for short-duration contracts.

Value of Business Acquired ("VOBA") is the intangible asset representing the value assigned to contracts already in 
force.

In conjunction with the acquisition of insurance policies or investment contracts, a portion of the purchase price is 
allocated to the right to receive future gross profits from cash flows and earnings of associated insurance policies 
and investment contracts. This intangible asset is based on the actuarially estimated present value of future cash 
flows from associated insurance policies and investment contracts acquired. The estimated present value of future 
cash flows used in the calculation of VOBA is based on certain assumptions, including mortality, persistency, 
expenses and interest rates that the company believes to be those of a market participant. The company amortizes 
VOBA based on the estimated premium earning patterns. 

iii. 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(l)).

iv. 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 arrangements”).  
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Assets and liabilities assumed under Modco arrangements 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 
Statements of Operations. Assumed premiums are included in premiums on the Statements of Operations. Expenses 
outside of account value, such as commissions and federal excise taxes, are included in other reinsurance expenses 
in the 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 arrangements 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.  

v. Reinsurance assets

In the normal course of business, BAC and American National are users 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 and American National remain liable to its policyholders for the portion reinsured. 

Reinsurance assets are estimated amounts due to the company from reinsurers related to paid and unpaid ceded 
claims and claim adjustment expenses ("CAE") and are presented net of a reserve for collectability. Recoveries of 
gross ultimate losses under our non-catastrophe reinsurance are estimated by a review of individual large claims and 
the ceded portion of IBNR using assumed distribution of loss by percentage retained. Recoveries of gross ultimate 
losses under our catastrophe reinsurance are estimated by applying reinsurance treaty terms to estimates of gross 
ultimate losses. The most significant assumption is the average size of the individual losses for those claims that 
have occurred but have not yet been reported and our estimate of gross ultimate losses. The ultimate amount of the 
reinsurance ceded recoverable is unknown until all losses settle.

At each reporting date, the reinsurance assets, if any, are assessed for impairment. If there is objective evidence that 
the reinsurance assets 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.

vi. Policyholders’ account balances

Policyholders' account balances represent the contract value that has accrued to the benefit of the policyholders 
related to universal-life and investments-type contracts. For fixed products, these are generally equal to the 
accumulated deposits plus interest credited, reduced by withdrawals, payouts, and accumulated policyholder 
assessments. Indexed product account balances are equal to the sum of host and embedded derivative reserves 
computed per derivative accounting guidance.

vii.  Policy and contract claims

Policy and contract claims are established to provide for the estimated costs of paying claims. These reserves include 
estimates for both case reserves and incurred but not reported claims (“IBNR”) liabilities. Case reserves include the 
liability for reported but unpaid claims. IBNR liabilities include a provision for potential development on case 
reserves, losses on claims currently closed which may reopen in the future, as well as IBNR claims. These liabilities 
also include an estimate of the expense associated with settling claims, including legal and other fees, and the 
general expenses of administering the claims adjustment process.

viii. Other policyholder funds

Other policyholder funds consist of liabilities related to dividends payable on participating business. For the majority 
of this participating business, profits earned are reserved for the payment of dividends to policyholders, except for 
the stockholders' share of profits on participating policies. Participating policyholders' interest includes the 
accumulated net income from participating policies reserved for payment to such policyholders in the form of 
dividends, less net income allocated to stockholders, as well as a pro rata portion of unrealized investment gains 
(losses), net of tax.
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ix. 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  Statements of Operations. 

x. Premium, benefits, claims incurred, and expenses

Traditional ordinary life and health premiums are recognized as revenue when due. Benefits and expenses are 
associated with earned premiums to result in recognition of profits over the term of the insurance contracts. 

Annuity premiums received on limited-pay and supplemental annuity contracts involving a significant life 
contingency are recognized as revenue when due. Deferred annuity premiums are recorded as deposits rather than 
recognized as revenue. Revenues from deferred annuity contracts are principally surrender charges and, in the case 
of variable annuities, administrative fees assessed to contract holders. 

Universal life and single premium whole life revenues represent amounts assessed to policyholders including 
mortality charges, surrender charges actually paid, and earned policy service fees. Amounts included in benefits are 
claims in excess of account balances returned to policyholders and interest credited to account balances.

Property and casualty premiums are recognized as revenue over the period of the contract in proportion to the 
amount of insurance protection, which is generally evenly over the contract period. Claims incurred consist of 
claims and CAE paid and the change in reserves.

Gross premiums for PRT and reinsurance issued are recognized as revenue when due and collection is reasonably 
assured. When premiums are recognized, future policy benefits 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. Gross benefits and benefits ceded are recorded in the Statements of Operations when they are due 
and incurred.

xi. Investment in associates, joint ventures and other limited partnership interests

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. Joint ventures are joint arrangements whereby the parties that have joint control of the arrangement 
have the rights to the net assets of the joint arrangement. Joint control is the contractually agreed sharing of control 
over an arrangement, which exists only when decisions about the relevant activities require unanimous consent of 
the parties sharing control. Other limited partnership interests are partnership arrangements in which the company 
has the ability to exercise significant influence over the investee’s operations, but it does not have a controlling 
interest and is not the primary beneficiary.

The equity method is used to account for the company’s investments in associates, joint ventures and other limited 
partnership interests within the Statements of Financial Position and the Statements of Operations.

Interests in associates, joint ventures and other limited partnership interests accounted for using the equity method 
are initially recognized at cost. At the time of initial recognition, if the cost of the associate or joint venture or other 
limited partnership interests 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 or joint venture or other limited partnership interests is greater than the 
company’s proportionate share of the underlying fair value, goodwill relating to the associate or joint venture or 
other limited partnership interests is included in the carrying amount of the investment.
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Subsequent to initial recognition, the carrying value of the company’s interest in an associate or joint venture or 
other limited partnership interests is adjusted for the company’s share of comprehensive income and distributions of 
the investee. Profit and losses resulting from transactions with an associate or joint venture or other limited 
partnership interests are recognized in the financial statements based on the interests of unrelated investors in the 
investee. The carrying value of associates or joint ventures or other limited partnership interests 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 7.

xii. 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 controls these entities, and as a result, 
these entities are consolidated within the company’s financial statements. The company assesses the variable returns 
determination for the 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.

xiii. Goodwill

Goodwill is measured as the excess of the sum of the consideration transferred over the net of the acquisition-date 
amounts of the identifiable assets acquired and the liabilities assumed. Goodwill is allocated to the cash-generating 
unit or units to which it relates. The company identifies cash-generating units as identifiable groups of assets that are 
largely independent of the cash inflows from other assets or groups of assets.

Goodwill is evaluated for impairment annually or more often if events or circumstances indicate there may be 
impairment. Impairment is determined for goodwill by assessing if the carrying value of a cash-generating unit, 
including the allocated goodwill, exceeds its recoverable amount determined as the greater of the estimated value-in-
use and fair value less costs of disposal. Impairment losses recognized in respect of a cash-generating unit are first 
allocated to the carrying value of goodwill and any excess is allocated to the carrying amount of assets in the cash-
generating unit. Any goodwill impairment is charged to profit or loss in the period in which the impairment is 
identified. Impairment losses on goodwill are not subsequently reversed. In the year of a business acquisition, the 
recoverability of the acquired goodwill is assessed by revisiting the assumptions of the related underwriting model.

The company assesses the impairment of goodwill by reviewing the value-in-use or fair value less costs of disposal 
of the cash-generating units to which goodwill has been allocated. The company uses the following significant 
assumptions and estimates: the circumstances that gave rise to the goodwill, timing and amount of future cash flows 
expected from the cash-generating unit, discount rates, terminal capitalization rates, terminal valuation dates, useful 
lives and residual values.

Future Accounting Policy Changes

Our Company will be converting from IFRS to US GAAP as our accounting framework for the period beginning 
January 1, 2023. The purpose of the conversion is to better align our financial statements and related disclosures 
with our peer set and use a framework that we think will be more familiar to potential ceding company clients. The 
conversion for the period beginning January 1, 2023 was determined given the new accounting standards for 
Insurance Contracts under US GAAP (ASU 2018-12 Long-Duration Targeted Improvement, or LDTI) has an 
effective implementation date of January 1, 2023. However, the company’s financial statements for the year ended 
December 31, 2022 will be reported under IFRS and our financial statements will be reported under US GAAP 
beginning with the first quarter of 2023.
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Performance Measures Used by Management

To measure performance, we focus on net income and total assets, as well as certain non-IFRS measures, including 
Distributable Operating Earnings and Adjusted Equity. In addition, we provide certain metrics such as Total 
Corporate Liquidity and Total Liquidity which we believe are useful to investors to provide additional insights into 
assets within the business available for redeployment. Refer to the “Segment Review” section of this MD&A for 
further discussion on our performance measures as at December 31, 2022, and for the years ended December 31, 
2022, 2021 and 2020.

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. During the year, Excess Capital and Net Reserve capital were no 
longer used as Non-IFRS measures as following the completion of the American National acquisition, the majority 
of equity within the business is deployed into insurance operating companies.

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, deferred income taxes, income from 
equity accounted investments, mark-to-market on investments, reserves and derivatives, breakage and transaction 
costs, and is inclusive of our share of adjusted earnings from our investments in associates. 

Distributable operating earnings is a measure of operating performance. We use distributable operating earnings to 
assess our operating results. 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. 

We believe our presentation of Distributable Operating Earnings 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.

Adjusted Equity

Adjusted Equity represents the total economic equity of our Company through its Class A, B, and C shares and the 
Junior Preferred Shares issued by our Company, excluding accumulated other comprehensive income. We use 
Adjusted Equity to assess our return on our equity.

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.
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Reconciliation of Non-IFRS Measures

The following table reconciles our net income to Distributable Operating Earnings:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Net income   ................................................................................................. $ 492 $ (44) $ 1 
Deferred income tax expense   .....................................................................  47  2  — 
Junior preferred share dividends    ................................................................  67  —  — 
Transaction costs     .......................................................................................  31  8  — 
Equity accounted (income) loss    .................................................................  (54)  (8)  — 
Depreciation   ...............................................................................................  13  —  — 
Mark-to-market on investments and reserves  ............................................  (208)  72  — 
Distributable Operating Earnings      .............................................................. $ 388 $ 30 $ 1 

The following table reconciles our equity to Adjusted Equity:

AS AT DEC. 31
US$ MILLIONS 2022 2021 2020
Total equity   ................................................................................................. $ 1,457 $ 1,435 $ 83 
Add:

Accumulated Other Comprehensive Loss (Income)    ................................  883  16  (4) 
Preferred shares     ........................................................................................  2,512  —  — 

Adjusted equity   ........................................................................................... $ 4,852 $ 1,451 $ 79 

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'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 terminology such as “plans”, “targets”, 
“expects” or “does not expect”, “is expected”, “an opportunity exists”, “budget”, “scheduled”, “estimates”, 
“forecasts”, “intends”, “anticipates” or “does not anticipate” or “believes”, or variations of such words and phrases 
or state that certain actions, events or results “may”, “could”, “would”, “might”, “will” or “will be taken”, “occur” or 
“be achieved”.

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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In addition to the “Risk Factors” included in our most recent Annual Report on Form 20-F and other risks and 
factors that are described therein, the company has identified new risk factors following the company’s acquisition 
of American National on May 25, 2022. You should carefully consider these risk factors in addition to the “Risk 
Factors” set forth in our most recent Annual Report on Form 20-F and other information in this MD&A.

Risks Relating to Our Operating Subsidiaries and Industry

Changes in interest rates and credit spreads, which are out of our control, can materially and adversely affect our 
financial condition and results of operations.

Interest rates have a significant impact on our business and on consumer demand for our products. Low interest rates 
reduce the spreads between the amounts we credit to fixed annuity and individual life policyholders in our U.S. 
Direct Insurance business and the amounts we earn on the investments that support these obligations, which in turn 
may impact the performance of our business. Although we seek to mitigate the impact of low interest rates through 
actions such as reducing the guaranteed minimum crediting rates on new fixed annuity contracts and reducing 
crediting rates on in-force contracts, where permitted to do so, there is no guarantee that such actions will 
completely offset the impact of a low interest rate, and our sales volume may be negatively impacted as a result. Our 
ability to decrease product crediting rates in response may be limited by market and competitive conditions and by 
regulatory or contractual minimum rate guarantees. 

A gradual increase in longer-term interest rates relative to short-term rates generally will have a favorable effect on 
the profitability of products within our U.S. Direct Insurance business – particularly interest-sensitive life insurance 
and fixed annuities. However, rapidly rising interest rates could result in reduced persistency of our spread-based 
products if contract holders shift assets into higher yielding investments. Increasing rates on other insurance or 
investment products offered by competitors may also lead to higher surrenders by customers within certain segments 
of our U.S. Direct Insurance business. We may react to market conditions by increasing crediting rates, which 
narrows our “spread,” or the difference between the amounts we earn on investments and the amount we must pay 
under our contracts. 

While we maintain a diversified investment portfolio comprised of assets with various maturities to support product 
liabilities and ensure liquidity and use asset liability management processes to mitigate the effect on our spreads of 
changes in interest rates, they may not be fully effective. 

The interest rate environment affects estimated future profit projections, which could impact the amortization of our 
deferred policy acquisition costs ("DAC") assets and the estimates of policyholder liabilities within our U.S. 
domestic insurance business. Significantly lower future estimated profits may cause us to accelerate the amortization 
of DAC or require us to establish additional policyholder liabilities, thereby reducing earnings. We periodically 
review assumptions with respect to future earnings to ensure they remain appropriate considering the current interest 
rate environment.

Low interest rates are also challenging for property and casualty insurers. Investment income is an important 
element in earning an acceptable return on capital. Lower interest rates resulting in lower investment income require 
us to achieve better underwriting results. Within our U.S. Direct Insurance business, we have adjusted policy prices 
to help mitigate the adverse impact of low interest rates on our property and casualty business.

In a low interest rate environment, we may be forced to reinvest proceeds from investments that have matured or 
have been prepaid or sold at lower yields, which will reduce our “net investment spread” or the difference between 
the amounts that we are required to pay under the contracts in our general account and the rate of return we earn on 
general account investments intended to support the obligations under such contracts. A decline in market interest 
rates or credit spreads could have an adverse effect on our investment income as we invest cash in new investments 
that may earn less than the portfolio’s average yield. Furthermore, a low-interest rate environment with reduced 
investment market returns could encourage alternative capital providers to enter the insurance market in order to 
achieve higher returns. This could have the effect of increasing the level of competition in the insurance market and 
applying pressure on premiums, which could affect the gross written premium that we are able to generate.
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Fluctuations in credit spreads can also contribute to the industry’s cyclicality and may materially and adversely 
affect our investment performance including investment income or cause realized and unrealized losses. We are 
subject to risks associated with potential declines in credit quality related to specific issuers or specific industries and 
a general weakening in the economy, which are typically reflected through credit spreads. Our exposure to credit 
spreads primarily relates to market price volatility and investment risk associated with the fluctuation in credit 
spreads. Credit spreads increase or decrease in response to the market’s perception of risk and liquidity of a specific 
issuer or specific sector and are influenced by the credit ratings, and the reliability of those ratings, published by 
external rating agencies. Widening credit spreads may cause unrealized losses in our investment portfolio and 
increase losses associated with written credit protection derivatives used in replication transactions. Increases in 
credit spreads of issuers due to credit deterioration may result in higher levels of impairments. Tightening credit 
spreads may reduce our investment income and cause an increase in the reported value of certain liabilities that are 
valued using a discount rate that reflects our own credit spread.

One key factor that contributes to the cyclicality in insurers’ underwriting results are interest rate movements. In a 
high-interest rate environment, increased investment returns may reduce insurers’ required contribution from 
underwriting performance to achieve an attractive overall return. This may result in a less-disciplined approach to 
underwriting in the market generally as some underwriters could be inclined to offer lower premium rates to 
generate more business. An increase in market interest rates or credit spreads could also have an adverse effect on 
the value of our investment portfolio by decreasing the fair values of the fixed income securities in our investment 
portfolio. Further, an increase in market interest rates could reduce the value of certain of our alternative investments 
held as collateral under reinsurance agreements and require us to provide additional collateral, thereby reducing our 
available capital and potentially creating a need for additional capital which may not be available to us on favorable 
terms, or at all.

Interest rate fluctuations and other events may require us to accelerate the amortization of DAC.

When interest rates rise, life and annuity surrenders and withdrawals may increase as policyholders seek to buy 
products with higher or perceived higher returns, impacting estimates of future profits. When interest rates fall, we 
would have the opposite effect. Significantly lower future profits may cause us to accelerate DAC amortization, and 
such acceleration could adversely affect our results of operations to the extent such amortization exceeds any 
surrender or other charges earned as income upon surrender and withdrawal. 

Our business operations depend on our ability to appropriately distribute, execute and administer our policies 
and claims.

The success of our U.S. Direct Insurance business is primarily dependent on writing and servicing life, annuity, 
property and casualty, and health insurance for individuals, families and businesses. Any problems or discrepancies 
that arise in our pricing, underwriting, billing, processing, claims handling or other practices, whether as a result of 
employee error, vendor error, or technological problems, could have a negative effect on operations and reputation, 
particularly if such problems or discrepancies are replicated through multiple policies.

Advances in medical technology may adversely affect certain segments of our business.

Genetic testing and diagnostic imaging technology is advancing rapidly. Increases in the prevalence, availability 
(particularly in the case of direct to consumer genetic testing) and accuracy of such testing may increase our adverse 
selection risk, as people who learn that they are predisposed to certain medical conditions associated with reduced 
life expectancy may be more likely to purchase and maintain life insurance. Conversely, people who learn that they 
lack genetic predisposition to conditions associated with reduced life expectancy may forego the purchase of life 
insurance, or permit existing policies to lapse, and may be more likely to purchase certain annuity products. Our 
access to and ability to use medical information, including the results of genetic and diagnostic testing, that is known 
to our prospective policyholders is important to our underwriting of life insurance and annuities. Some states restrict 
insurers’ access and use of genetic information, and similar additional regulations and legislation may be adopted. 
Such regulation and legislation likely would exacerbate adverse risk selection related to genetic and diagnostic 
testing, which may in turn have an adverse effect on our U.S. Direct Insurance business.
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In addition to earlier diagnosis and knowledge of disease risk, medical advances may increase overall health and 
longevity. If this were to occur, the duration of payments made under certain of our annuity products would be 
extended beyond our actuarial assumptions, reducing the profitability of such business. This may require us to 
modify our assumptions, models or reserves.

We may incur significant losses resulting from catastrophic events. 

Property and casualty operations within our U.S. Direct Insurance business are exposed to catastrophes caused by 
natural events, such as hurricanes, tornadoes, wildfires, droughts, earthquakes, snow, hail and windstorms, and 
manmade events, such as terrorism, riots, explosions, hazardous material releases, and utility outages. Life and 
health insurance operations within our U.S. Direct Insurance business are exposed to the risk of catastrophic 
mortality or illness, such as a pandemic, an outbreak of an easily communicable disease, or another event that causes 
a large number of deaths or high morbidity. Our investment operations are exposed to catastrophes as a result of 
direct investments and mortgages related to real estate and certain similarly structured infrastructure loans. Our 
operating results may vary significantly from one period to the next since the likelihood, timing, severity, number or 
type of catastrophe events cannot be accurately predicted. Our losses in connection with catastrophic events are 
primarily a function of the severity of the event and the amount of our exposure in the affected area.

Climate change, and increasing regulation with respect to climate change, may adversely impact our results of 
operations. 

There are concerns that the increased frequency and severity of weather-related catastrophes and other losses, such 
as hurricanes and wildfires, incurred by the industry in recent years are indicative of changing weather patterns, 
whether as a result of global climate change caused by human activities or otherwise, which could cause such events 
to persist. Increased weather-related catastrophes would lead to higher overall losses, which we may not be able to 
recoup, particularly in a highly regulated and competitive environment, and higher reinsurance costs. Increased 
weather-related catastrophes could also result in increased credit exposure to reinsurers and other counterparties with 
which we do business. Certain catastrophe models assume an increase in frequency and severity of certain weather 
or other events, which could result in a disproportionate impact on insurers with certain geographic concentrations 
of risk. This would likely increase the risks of writing property insurance in coastal areas or areas susceptible to 
wildfires or flooding, particularly in jurisdictions that restrict pricing and underwriting flexibility. The threat of 
rising seas or other catastrophe losses as a result of climate change may also cause property values in coastal or such 
other communities to decrease, reducing the total amount of insurance coverage that is required. Climate change-
related risks also present challenges to our ability to effectively underwrite, model and price risk.

In addition, climate change could have an impact on assets in which we invest, resulting in realized and unrealized 
losses in future periods that could have a material adverse impact on our results of operations and/or financial 
position. Such investment risks can include, but are not limited to, changes in supply and demand characteristics for 
fossil fuels, advances in low-carbon technology and renewable energy development, effects of extreme weather 
events on the physical and operating exposure of industries and issuers, and the transition that issuers make towards 
addressing climate risk in their own businesses. It is not possible to foresee with certainty which, if any, assets, 
industries or markets will be materially and adversely affected, nor is it possible to foresee the magnitude of such 
effect.
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Moreover, we cannot predict how legal, regulatory and social responses to concerns about climate change will 
impact our business or the value of our investments. We are subject to complex and changing regulation and public 
policy debates relating to climate change that are difficult to predict and quantify and that may have an adverse 
impact on our business. For example, in November of 2021, NYDFS finalized its “Guidance for Domestic Insurers 
on Managing the Financial Risks from Climate Change.” In general, the guidance provides that a New York-
domiciled insurer should integrate consideration of climate risks into its governance structure at the insurer or group 
level, consider the impact of climate-related factors on its business decisions using time horizons that are tailored to 
the insurer and its activities, incorporate climate risks into its existing financial risk management framework, use 
scenario analysis to inform business strategies and risk identification and assessment, and disclose its climate risks 
and engage with the Task Force on Climate-related Financial Disclosures and other initiatives when developing 
disclosure approaches. In addition, the NAIC and federal agencies, including the SEC and Federal Insurance Office, 
are increasingly focused on assessment and disclosure of climate change risks. In March 2022, the SEC proposed 
new rules that, among other matters, will seek to standardize and establish a framework for reporting of climate-
related risks. To the extent the proposed rules impose additional reporting obligations, we could face increased costs. 
Separately, the SEC has also announced that it is scrutinizing existing climate-change related disclosures in public 
filings, increasing the potential for enforcement if the SEC were to allege our existing climate disclosures are 
misleading or deficient. In April 2022, the NAIC Climate Risk & Resiliency Task Force released a new climate risk 
disclosure survey, and the NAIC Plenary adopted the redesigned climate risk disclosure survey as a voluntary risk 
management tool available for state insurance regulators to use to assess an insurer’s climate-related risks. The 
domestic insurance companies within our holding company system that are required to respond to the climate risk 
disclosure survey must comply with the new reporting standard by November 30, 2022. The NAIC also continues to 
contemplate enhancements to the Financial Condition Examiners Handbook and the ORSA Guidance Manual to 
address climate change risks and their impact on solvency. Governmental guidance or regulations relating to climate 
change, or our own leadership decisions implemented as a result of assessing the impact of climate change on our 
business, may increase our costs of doing business.

The reinsurance and insurance industries are highly competitive; competitive pressures may result in fewer 
reinsurance contracts underwritten, lower premium rates, increased expense for customer acquisition and 
retention and less favorable policy terms and conditions.

We operate in highly competitive markets. Customers may evaluate us and our competitors on a number of factors, 
including capital and perceived financial strength, underwriting capacity, expertise, innovation, local presence, 
reputation, experience and qualifications of employees, client relationships, geographic scope of business, products 
and services offered (including ease of doing business over the electronic placement platforms), premiums charged, 
ratings assigned by independent rating agencies, contract terms and conditions and the speed of claims payment.

Within our U.S. Direct Insurance business, strong competition for customers has led to increased marketing and 
advertising by our competitors, many of whom have well-established national reputations and greater financial and 
marketing resources, as well as the introduction of new insurance products and aggressive pricing. These 
competitive pressures could result in increased pricing pressures on a number of our products and services, 
particularly as competitors seek to win market share, and may limit our ability to maintain or increase our 
profitability. Because of its relatively low cost of entry, the Internet has emerged as a significant place of new 
competition, both from existing competitors and new competitors. In addition, product development and life-cycles 
have shortened in many product segments, leading to intense competition with respect to product features. 

We compete for customers’ funds with a variety of investment products offered by financial services companies 
other than insurance companies, such as banks, investment advisors, mutual fund companies and other financial 
institutions. Moreover, customer expectations are evolving as technology advances and consumers become 
accustomed to enjoying tailored, easy to-use-services and products from various industries. This is reshaping and 
raising consumer expectations when dealing with insurance. We are addressing these changing consumer 
expectations by investing in technology with a particular focus on consumer-facing sales and service platforms, by 
internally promoting a strategically-focused innovative culture initiative, and by creating internal forums to drive 
next generation solutions based on consumer insights. However, if we cannot effectively respond to increased 
competition and such increased consumer expectations, we may not be able to grow our business or we may lose 
market share.
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We compete with other insurers for producers primarily on the basis of our financial position, reputation, longevity, 
support services, compensation, product features and pricing. We may be unable to compete for producers with 
insurers that adopt more aggressive pricing or compensation, that offer a broader array of products or packages of 
products, or that have extensive promotional and advertising campaigns. Attracting qualified individuals and 
retaining existing employees continues to be a challenge for employers. Businesses have become extremely 
competitive in the ever-changing landscape of the talent marketplace. As a result, it is an increasing challenge to 
distinguish us as an employer of choice.

Within our PRT and annuities business, we directly compete with a number of well-established players and new 
entrants in the industries, including reinsurance and insurance companies, financial institutions, and traditional and 
alternative asset managers. Our competitors vary by offered product line and covered territory. Our competition 
primarily includes other reinsurance and insurance companies, larger-scale pension plans and asset management 
firms that provide long duration capital. There are currently six large-scale national institutions who we consider 
competitors of our PRT business in Canada, and there is the potential for the entry of global insurers into the 
Canadian market. These competitors primarily include annuity reinsurance and insurance companies and diversified 
financial institutions. Some of these competitors have greater financial resources, have established long term and 
continuing business relationships throughout the industry, have greater market share, assume a greater level of risk 
while maintaining financial strength ratings, or have higher financial strength, claims-paying or credit ratings than 
we do, each of which can be a significant competitive advantage. In addition, the lack of strong barriers to entry into 
the Reinsurance business and the entry of alternative capital markets products and vehicles provide additional 
sources of reinsurance and insurance capacity and increased competition.

We compete with new companies that enter the reinsurance and insurance markets, particularly companies with new 
or “disruptive” technologies or business models. Certain technology companies and other third parties have created, 
and may in the future create, technology-enabled business models, processes or platforms that may adversely impact 
our competitive position. New services and technologies can affect the demand for insurance and reinsurance 
products and services, the premiums payable, the profitability of such products and services and the risks associated 
with underwriting certain lines of business. In addition, certain capital markets participants have created alternative 
products that are intended to compete with reinsurance products. Recently, the insurance industry has faced 
increased competition from new underwriting capacity, such as the investment of significant amounts of capital by 
pension funds, mutual funds, hedge funds and other sources of alternative capital primarily into the natural 
catastrophe reinsurance and insurance businesses. The failure of our company to assess new services and 
technologies that may be applicable or disruptive to the reinsurance and insurance industries may have an adverse 
effect on our business, financial condition and results of operations.

The nature of the competition we face may be affected by disruption and deterioration in global financial markets 
and economic downturns, including as a result of the effects of COVID-19, as well as by governmental responses 
thereto. For example, (i) government intervention might result in capital or other support for our competitors, (ii) 
governments may provide reinsurance and insurance capacity in markets and to consumers that we target or (iii) 
governments may take actions to reduce interest rates, impacting the value of and returns on fixed income 
investments. In addition, since numerous aspects of our business are subject to regulation, legislative and other 
changes affecting the regulatory environment for our business may have, over time, the effect of supporting or 
burdening some aspects of the financial services industry. This can affect our competitive position within the 
annuities industry, and within the broader financial services industry.

Because of the highly competitive nature of the insurance industry, there can be no assurance that we will maintain 
or grow our market share, continue to identify attractive opportunities in either our individual or institutional 
channels, or that competitive pressure will not have a material adverse effect on our business, results of operations 
and financial condition.
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Risks Relating to Regulation

Our insurance business is highly regulated, and such regulation and any supervisory and enforcement policies, 
or changes thereto, may materially impact our capitalization or cash flows, reduce our profitability and limit our 
growth.

We are subject to extensive insurance laws and regulations that affect nearly every aspect of our business. We are 
also subject to additional laws and regulations administered and enforced by a number of different governmental 
authorities in the jurisdictions in which we operate. 

The laws and regulations applicable to us are complex and subject to change, and compliance is time consuming and 
personnel-intensive. Changes in these laws and regulations, or interpretations by courts or regulators, may materially 
increase our costs of doing business and may result in changes to our practices that may limit our ability to grow and 
improve our profitability. Regulatory developments or actions against us could have material adverse financial 
effects and could harm our reputation. Among other things, we could be fined, prohibited from engaging in some or 
all of our business activities, or made subject to limitations or conditions on our business activities.

We face the risk that any particular regulator’s or enforcement authority’s interpretation of a legal issue may conflict 
with that of another regulator or enforcement authority or may change over time to our detriment. Regulatory 
investigations and examinations, which can be broad and unpredictable, may raise issues not identified previously 
and could result in new legal actions against us and industry-wide regulations that could adversely affect us. Further, 
we are experiencing increasing information requests from regulators without corresponding direct regulation being 
applicable to us, on issues such as climate change, diversity and our investments in certain companies or industries. 
Responding to such requests adds to our compliance costs.

Insurance company supervision and regulation is generally intended for the benefit of policyholders and creditors 
rather than shareholders or other investors of the business. Among other things, the insurance laws and regulations 
applicable to us may:

• impose rules and restrictions on the marketing, distribution, administration and amendment of our annuity 
products and insurance policies;

• require the maintenance of certain solvency levels, including minimum levels of capital and surplus;

• require the maintenance of target capital levels, general and long-term business minimum solvency margins, 
enhanced capital requirements and a minimum liquidity ratio;

• require periodic examinations of our financial condition;

• require offices and representatives in the relevant jurisdiction;

• restrict agreements with large revenue-producing agents;

• require us to obtain licenses or authorizations from regulators;

• regulate transactions, including investments in or transactions with affiliates or related parties (which may 
include Brookfield) and intra-group guarantees;

• in certain jurisdictions, restrict the payment of dividends or other distributions of capital;

• require the disclosure of financial and other information to regulators, including financial statements, financial 
conditions reports, and annual capital and solvency returns;

• impose restrictions on the nature, quality and concentration of investments;

• regulate the admissibility of assets and capital;

• provide for involvement in the payment or adjudication of claims beyond the terms of the policies;

• establish certain minimum operational requirements or customer service standards such as the timeliness of 
finalized policy language or lead time for notice of non-renewal or changes in terms and conditions; and

• allow for the performance of certain periodic examinations of its financial condition.
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The impact of these regulations, including, in particular the restrictions on investments in affiliates or related parties, 
may have an adverse effect on our investment portfolio returns. As part of regular, mandated risk assessments, 
regulators may take steps that have the effect of restricting our business activities, which may in turn have a material 
impact on our ability to achieve growth objectives and earnings targets. All of our insurance subsidiaries are subject 
to minimum capital and surplus requirements. Any failure to meet applicable requirements or minimum statutory 
capital requirements could subject us to examination or corrective action by regulators, including limitations on our 
writing additional business or engaging in finance activities, supervision, receivership, or liquidation. In addition, 
each regulated insurance business we operate is subject to a number of restrictions on assets we may hold under 
relevant regulations and tax rules, and regulators may, as has happened in the past, alter such restrictions, thus 
potentially affecting our investment policy and any associated projected income or growth return from our 
investments. In addition, based on our perceived risk profile, regulators may require additional regulatory capital to 
be held by us (including as part of guidance provided by the regulator to us on a confidential basis), which, among 
other things, may affect the business we can write and the amount of dividends we are able to pay out.

As a result, in connection with the conduct of our various businesses, we believe it is crucial to establish and 
maintain good working relationships with the various regulatory authorities having jurisdiction over our businesses. 
If those relationships and that reputation were to deteriorate, our businesses could be materially and adversely 
affected. For example, we require various consents and approvals from our regulators, both with respect to 
transactions we enter into and in the ordinary course of the conduct of our businesses. If we fail to maintain good 
working relationships with our regulators, it may become more difficult or impossible for us to obtain those consents 
and approvals, either on a timely basis or at all.

The reinsurance and insurance industries have experienced substantial volatility as a result of investigations, 
litigation and regulatory activity by various insurance, governmental and enforcement authorities, concerning 
various practices within the reinsurance and insurance industry. If we or any of our subsidiaries were to be found to 
be in breach of any existing or new laws or regulations now or in the future, we would be exposed to the risk of 
intervention by regulatory authorities, including investigation and surveillance, and judicial or administrative 
proceedings. In addition, our reputation could suffer and we could be fined, sanctioned or suspended or prohibited 
from engaging in some or all of our business activities or could be sued by counterparties, as well as forced to 
devote significant resources to cooperate with regulatory investigations, any of which could have a material adverse 
effect on our results of operations. These events, if they occur, could affect the competitive market and the way we 
conduct our business and manage our capital and could result in lower revenues and higher costs.

Lastly, international standards continue to emerge in response to the globalization of the insurance industry and 
evolving standards of regulation, privacy, solvency measurement and risk management. Any international 
conventions or mandates that directly or indirectly impact or influence the nature of regulation or industry operations 
in the jurisdictions in which we operate could negatively affect us.
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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.
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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:

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

◦ 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.

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

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

◦ 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.

◦ 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.
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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. 
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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.1    . . . . . . . . . . . . . . . . . . . . . . . .  —  83 
Class A exchangeable and Class B2       . . . . . . . . . . . . . . . . . . . . . . . .  539  — 
Class C2

       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  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 Note 2021 2020 2019
Premiums     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Gross     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,207 $ 431 $ 504 
Ceded       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1)  (1)  (179) 

Net premiums      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,206  430  325 
Net investment income       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3  60  84  57 
Net investment results from funds withheld      . . . . . . . . . . . . . . . . . 3  78  —  — 
Total revenues     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,344  514  382 

Income from equity accounted investments       . . . . . . . . . . . . . . . 8  8  —  — 

Benefits paid on insurance contracts    . . . . . . . . . . . . . . . . . . . . . . .
Gross     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  310  63  39 
Ceded       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (18)  (25)  (14) 

Change in insurance reserves    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
Gross     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,958  457  538 
Ceded       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22  11  (193) 

Other reinsurance expenses     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19  —  — 
Operating expenses      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14  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    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15  —  (1)  — 
Deferred tax expense    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15  (2)  —  — 
Net (loss) income for the year      . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44) $ 1 $ 6 

Attributable to:
Brookfield Asset Management Inc.1   . . . . . . . . . . . . . . . . . . . . . . .  5  1  6 
Class A exchangeable and Class B shareholders2    . . . . . . . . . . . . .  3  —  — 
Class C shareholders2

    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (52)  —  — 
$ (44) $ 1 $ 6 

Net income per class C share     . . . . . . . . . . . . . . . . . . . . . . . . . . .

Basic and diluted3       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 $ (2.58) 

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).
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 2021 2020 2019
Net (loss) income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44) $ 1 $ 6 
Other comprehensive income (loss) that will be reclassified to net income 
(loss)

Equity accounted other comprehensive income     . . . . . . . . . . . . . . . . . . . . . . .  44  —  — 
Net unrealized (loss) gain on available for sale securities     . . . . . . . . . . . . . . .  (55)  1  — 
Foreign currency translation         . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  2  3 

Total other comprehensive (loss) income     . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (15)  3  3 
Comprehensive (loss) income        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (59) $ 4 $ 9 

Attributable to:
Brookfield Asset Management Inc.1    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6  4  9 
Class A exchangeable and Class B shareholders2

     . . . . . . . . . . . . . . . . . . . . . . . .  3  —  — 
Class C shareholders2     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (68)  —  — 

$ (59) $ 4 $ 9 

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

AS AT AND FOR THE YEAR ENDED
DEC. 31 2021
US$ MILLIONS Note

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Brookfield 
Asset 

Management 
Inc.

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class C 
shareholders

Total 
Equity

Balance as at January 1, 2021       . . . . . . . . $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ 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 / Reorganization1
  . . . . 11  (78)  —  —  (78)  539  —  —  539  963  —  —  963  1,424 

     Return of capital2 11  —  —  —  —  (3)  —  —  (3)  —  —  —  —  (3) 
Common control transaction 
adjustments3      . . . . . . . . . . . . . . . . . . . . .  —  (6)  (5)  (11)  —  —  —  —  —  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     . . . . . . $ — $ — $ — $ — $ 536 $ 3 $ — $ 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.
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COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

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

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

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Brookfield 
Asset 

Management 
Inc.

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class C 
shareholders

Total 
Equity

Balance as at January 1, 2020   . . . . . . . . . $ 65 $ — $ 1 $ 66 $ — $ — $ — $ — $ — $ — $ — $ — $ 66 
Changes in year:

Net income      . . . . . . . . . . . . . . . . . . . . . .  —  1  —  1  —  —  —  —  —  —  —  —  1 
Other comprehensive income      . . . . . . . .  —  —  3  3  —  —  —  —  —  —  —  —  3 

Comprehensive income      . . . . . . . . . . . . . . .  —  1  3  4  —  —  —  —  —  —  —  —  4 
Other items       . . . . . . . . . . . . . . . . . . . . . . . .

Equity issuances     . . . . . . . . . . . . . . . . . .  13  —  —  13  —  —  —  —  —  —  —  —  13 
Total change in year       . . . . . . . . . . . . . . . . .  13  1  3  17  —  —  —  —  —  —  —  —  17 
Balance as at December 31, 2020      . . . . . . $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ 83 

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

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

AS AT AND FOR THE YEAR ENDED 
DEC. 31 2019
US$ MILLIONS

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Brookfield 
Asset 

Management 
Inc.

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class C 
shareholders

Total 
Equity

Balance as at January 1, 2019   . . . . . . . . . $ 60 $ (6) $ (2) $ 52 $ — $ — $ — $ — $ — $ — $ — $ — $ 52 
Changes in year:

Net income      . . . . . . . . . . . . . . . . . . . . . .  —  6  —  6  —  —  —  —  —  —  —  —  6 
Other comprehensive income      . . . . . . . .  —  —  3  3  —  —  —  —  —  —  —  —  3 

Comprehensive income      . . . . . . . . . . . . . . .  —  6  3  9  —  —  —  —  —  —  —  —  9 
Other items       . . . . . . . . . . . . . . . . . . . . . . . .

Equity issuances       . . . . . . . . . . . . . . . . . .  5  —  —  5  —  —  —  —  —  —  —  —  5 
Total change in year       . . . . . . . . . . . . . . . . .  5  6  3  14  —  —  —  —  —  —  —  —  14 

Balance as at December 31, 2019      . . . . . . $ 65 $ — $ 1 $ 66 $ — $ — $ — $ — $ — $ — $ — $ — $ 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 2021 2020 2019
Operating activities

Net (loss) income    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44) $ 1 $ 6 
Non-cash items affecting net income

Premium received in kind       . . . . . . . . . . . . . . . . . . . . . . . . . .  (167)  —  — 
Unrealized gains on investments and derivatives      . . . . . . . .  33  (51)  (27) 
Net hedging expenses       . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (27)  —  — 
Income tax expense    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  1  — 

     Income from equity accounted investments  (8)  —  — 
       Realized gain on investments  (23)  —  — 

Changes in non-cash balances related to operations
     Changes in reinsurance receivable  (9)  —  — 

Changes in reinsurance funds withheld       . . . . . . . . . . . . . . . .  (4,650)  —  — 
       Changes in deferred tax asset    . . . . . . . . . . . . . . . . . . . . . . . .  (24)  —  — 

Changes in reinsurance assets     . . . . . . . . . . . . . . . . . . . . . . .  22  10  (193) 
     Changes in reinsurance payable  75  —  — 

Changes in insurance reserves   . . . . . . . . . . . . . . . . . . . . . . .  7,152  457  538 
Changes in deferred revenue      . . . . . . . . . . . . . . . . . . . . . . . .  82  —  — 
Changes in funds withheld liabilities    . . . . . . . . . . . . . . . . . .  —  12  — 
Changes in deferred acquisition costs   . . . . . . . . . . . . . . . . .  (776)  —  — 
Changes in working capital        . . . . . . . . . . . . . . . . . . . . . . . . .  52  (1)  (6) 

Operating activities affecting cash
Realized gains on investments and derivatives        . . . . . . . . . .  (4)  (3)  (9) 
Interest income received        . . . . . . . . . . . . . . . . . . . . . . . . . . .  (51)  (27)  — 
Purchase of derivatives       . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (133)  —  — 
Proceeds from disposal of derivatives       . . . . . . . . . . . . . . . . .  79  —  — 

Cash flows from operating activities      . . . . . . . . . . . . . . . . . . . .  1,581  399  309 
Investing activities

Dividends received       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  —  — 
Interest income received    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  51  27  — 
Purchase of investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bonds   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4,251)  (971)  (1,010) 
Private debt    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (181)  —  — 

     Common equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (644)  —  — 
Private equity and other        . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (219)  —  (1) 
Mortgages      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (185)  —  (1) 
Private loans    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (512)  (4)  (11) 

Sales and maturities of investments       . . . . . . . . . . . . . . . . . . . . .
Bonds   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,001  561  754 

     Common equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20  —  — 
Private equity and other        . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  1  1 
Mortgages      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18  —  — 
Private loans    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  36  2  — 

Purchase of intangibles    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1)  (1)  — 
Cash flows from investing activities       . . . . . . . . . . . . . . . . . . . .  (3,864)  (385)  (268) 

F-11



COMBINED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Financing activities
Issuance of equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,410  13  5 
Return of capital    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8)  —  — 
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  245 
Repayments of repurchase agreement      . . . . . . . . . . . . . . . . . . . .  (464)  (222)  (285) 

Cash flows from financing activities      . . . . . . . . . . . . . . . . . . . . .  2,640  13  (35) 
Cash and cash equivalents

Cash and cash equivalents, beginning of year      . . . . . . . . . . . . . .  35  13  8 
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 $ 13 

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

(a) 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, HM08, 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 
(“PRT”). 

(b) 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:

(i) 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. 

(ii) 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) 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.

(iv) 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.

(v) 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. 

(vi) 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.

(vii) 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.

(viii) 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.

(x) 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) 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.

(b) 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.

(c) 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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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.

(d) 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.

(e) 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.

(f) 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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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.

(g) 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)).

(h) 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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(i) 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)).

(j) 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.

(k) 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.

(l) 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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(m) 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.

(n) 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.

(o) 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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(p) 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.

(q) 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.

(r) 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.

(s) 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.  

(t) 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.

(u) 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. 

(v) 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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(w) 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.  

(x) Benefits paid

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

(y) 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.

(z) 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.

(aa) 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. 

(ab) 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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(ac) 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.

(ad) 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.

(ae) 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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(af) 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).

(ag) 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 shareholders are calculated by dividing the Company's net 
income for the year, less distributions payable to class A exchangeable and class B shareholders, 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).

(ah) 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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(ai) 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.

(aj) Amendments adopted during the current year

(i) 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.

(ak) Future accounting policy changes

(i) 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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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.

(ii) 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). 

(iii) 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.

(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.
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(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.

(al) 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
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
Cash    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 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   . . . . . . . . . . . . . . . . .  (1)  —  —  (1) 

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
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
Cash    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 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 

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).

b) 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      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 1,963 $ — $ 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      . . . . . . . . . . . . . . . . . . . . . . . . $ 1,425 $ 7,210 $ 465 $ 9,100 

Financial liabilities
Fair value through profit or loss:

Derivative liabilities     . . . . . . . . . . . . . . . . . . . . . . .  —  (1)  —  (1) 
Funds withheld liabilities   . . . . . . . . . . . . . . . . . . .  —  (12)  —  (12) 

Total financial liabilities      . . . . . . . . . . . . . . . . . . . . . $ — $ (13) $ — $ (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      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5 $ 1,174 $ 1,179 

Financial liabilities
Fair value through profit or loss:

Funds withheld liabilities       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  (12)  (12) 
Total financial liabilities      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ (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 
assets/Derivative 
liabilities

Foreign currency forward contracts—discounted cash flow model—forward exchange 
rates (from observable forward exchange rates at the end of the reporting period); 
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 
withheld

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. 

Funds withheld 
liabilities

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.

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:

Type of Asset Valuation Techniques 
Significant Unobservable 
Inputs

Significant 
unobservable inputs 
and relationship of 
unobservable inputs 
to fair value

Private equity Discounted cash flows • Future cash flows   
The future cash flows are 
based on cash flows flowing 
to the underlying investment

• Discount rate
The discount rate reflects the 
inherent risk of the 
underlying investment

• Increases (decreases) 
in future cash flows 
increase (decrease) fair 
value

• Increases (decreases) 
in discount rate 
increase (decrease) fair 
value

Private debt Discounted cash flows • Future cash flows   
The future cash flows 
include expected interest and 
principal payments.

• Discount rate
The discount rate reflects the 
credit spreads used and the 
liquidity conditions of the 
debt instrument.

• Increases (decreases) 
in future cash flows 
increase (decrease) fair 
value

• Increases (decreases) 
in discount rate 
increase (decrease) fair 
value

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     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — 
Fair value changes in other comprehensive income      . . . . . . . . . . . . . . . . . . . . . . . .  4  — 
Additions      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,021  — 
Disposals    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8)  — 
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 2021 2020 2019
Interest income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cash and cash equivalents     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 $ — $ — 
FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  51  28  19 
AFS investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12  2  1 
Loans and receivables     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5  —  — 

Total interest income      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  69  30  20 

Realized gains on investments and derivatives        . . . . . . . . . . . . . . . . .
FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3  3  10 
Derivatives       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14  —  — 
AFS investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  —  — 

  Foreign exchange gain/loss       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9  —  — 
Total realized gains on investments and derivatives      . . . . . . . . . . . . .  28  3  10 

Unrealized gains (losses) on investments and derivatives       . . . . . . . . .
   FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (60)  46  26 
   Derivatives        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27  6  1 
Total unrealized gains (losses) on investments and derivatives   . . . . .  (33)  52  27 

Investment manager fees      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  (1)  — 
Net investment income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 60 $ 84 $ 57 
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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      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  —  — 
Total realized losses on investments and derivatives attributable to 
funds withheld      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (6)  —  — 

Unrealized losses on investments and derivatives     . . . . . . . . . . . . . . .
FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (19)  —  — 

  Foreign exchange losses      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1)  —  — 
Total unrealized losses on investments and derivatives attributable 
to funds withheld    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (20)  —  — 

Other investment income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  75  —  — 

Net investment results from funds withheld      . . . . . . . . . . . . . . . . . $ 78 $ — $ — 

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.

F-37



AS AT DEC. 31, 2021
US$ MILLIONS Notional amount

Fair value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded      . . . . . . . . . .
Bond futures    . . . . . . . . . . . . $ 9 $ — $ 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 $ (1) $ 23 $ 7,320 $ 69 $ 1 $ 79 $ 7,469 

1Derivative liabilities are included in the Note 9 Accounts Payable and Other.

AS AT DEC. 31, 2020
US$ MILLIONS Notional amount

Fair value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded    . . . . . . . . . .
Bond futures     . . . . . . . . . . . $ 2 $ — $ 13 $ 192 $ — $ — $ — $ 192 

Over-the-counter        . . . . . . . . .
Foreign exchange forwards     5  —  —  235  —  —  —  235 
Interest rate swaps     . . . . . . .  —  —  —  —  —  —  7  7 

Total       . . . . . . . . . . . . . . . . . . $ 7 $ — $ 13 $ 427 $ — $ — $ 7 $ 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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f) 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
US$ MILLIONS

Carrying 
Amount Percent

Carrying 
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
US$ MILLIONS Fair value

Change in 
fair value Fair value

Change in 
fair value

Financial assets
Debt securities    . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,884 $ 2 $ 2,023 $ 2 
Equities    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  —  397  — 
Loans and receivables       . . . . . . . . . . . . . . . . . . . . .  639  —  —  — 

Total        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,523 $ 2 $ 2,420 $ 2 

SPPI Non-SPPI

AS AT DEC. 31, 2020
US$ MILLIONS Fair value

Change in 
fair value Fair value

Change in 
fair value

Financial assets
Debt securities    . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43 $ 1 $ 1,125 $ — 
Equities    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  —  3  — 
Loans and receivables       . . . . . . . . . . . . . . . . . . . . .  21  —  —  — 

Total        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64 $ 1 $ 1,128 $ — 

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

AS AT DEC. 31, 2021
US$ MILLIONS Credit risk

Carrying 
value (Fair 

value)
% of fair 

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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AS AT DEC. 31, 2020
US$ MILLIONS Credit risk

Carrying 
value

 (Fair value)
% of fair 

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  (2) 
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, Iowa.

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       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7  2 
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.

b. 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 (r) 
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
US$  MILLIONS Gross reserve

Reinsurance 
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 exchange1      . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6  1  5 
Balance at end of year      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,497 $ 169 $ 8,328 

FOR THE YEAR ENDED DEC. 31 2020
US$  MILLIONS Gross reserve

Reinsurance 
assets Net

Beginning of year    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 856 $ 197 $ 659 
Changes during the year

New business     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  414  —  414 
Normal changes      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  67  (9)  76 
Management actions and changes in assumptions      . . . . . . . . .  (24)  (2)  (22) 

 457  (11)  468 
Impact of foreign exchange1      . . . . . . . . . . . . . . . . . . . . . . . . . . . .  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

F-46



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. 

d. 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 $ — 
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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  — $ — 
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. 

a. 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.
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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
US$ MILLIONS

50 bps 
increase

50 bps 
decrease

50 bps 
increase

50 bps 
decrease

Movement in liabilities $ 103 $ (105) $ 63 $ (63) 
Movement in assets    . . . . . . . . . . . . . . . . . . . . . .  (248)  329  (62)  62 
Tax effect       . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  4  —  — 
Impact on comprehensive income        . . . . . . . . . . $ (149) $ 228 $ 1 $ (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. 

F-50



1. Asset quality

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

AS AT DEC. 31,
US$ MILLIONS 2021 2020
Cash and cash equivalents $ 393  4 % $ 35  3 %
Bonds and other debt securities

AAA    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  512  5 %  409  33 %
AA       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55  1 %  11  1 %

     A     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,516  15 %  121  10 %
     BBB     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,306  13 %  617  50 %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  151  1 %  10  1 %
     B      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  54  — %  1  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  170  2 %  —  — %

 3,764  37 %  1,169  95 %
Preferred shares         . . . . . . . . . . . . . . . . . . . . . . . . . . .
     P2    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7  — %  3  — %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  — %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10  — %  —  — %

 18  — %  3  — %
Common shares   . . . . . . . . . . . . . . . . . . . . . . . . . . . .
     A+     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  243  2 %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32  — %  —  — %

 275  2 %  —  — %
Other equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  247  2 %  —  — %
Private loans      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
     A     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  60  1 %  —  — %
     BBB     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55  1 %  —  — %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  151  2 %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  251  3 %  —  — %

 517  7 %  —  — %
Mortgages     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
    Unrated      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  122  1 %  21  2 %

 122  1 %  21  2 %
Reinsurance Funds Withheld    . . . . . . . . . . . . . . . . .
     AAA      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  819  8 %  —  — %
     AA       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  228  2 %  —  — %
     A     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  891  9 %  —  — %
     BBB     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,484  26 %  —  — %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  105  1 %  —  — %
     B      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30  — %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  93  1 %  —  — %

 4,650  47 %  —  — %

Total cash and cash equivalents and investments   $ 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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5. 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.

c. 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 4-5 years Over 5 years Total
Accounts payable and other       . . . . . . $ 65 $ — $ — $ — $ 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 4-5 years Over 5 years Total
Accounts payable and other       . . . . . . $ 5 $ 1 $ — $ — $ 6 
Insurance reserves     . . . . . . . . . . . . . .  21  85  85  1,148  1,339 
Funds withheld liabilities     . . . . . . . .  12  —  —  —  12 
Total    . . . . . . . . . . . . . . . . . . . . . . . . $ 38 $ 86 $ 85 $ 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 $ (9) $ (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) $ (8) $ 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
US$ MILLIONS 10% Increase 10% Decrease

50 bps 
Increase

50 bps 
Decrease

Impact on comprehensive income        . . . . . . . . . . $ (1) $ 1 $ (11) $ 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 $ 3 
Professional services    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18  2  2 
Software   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  1  1 
Sales and capital taxes      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  —  — 
Licenses and fees        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  —  — 
Other   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3  —  — 
Total operating expenses    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 35 $ 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 $ — 
       Adjustments in respect of prior years    . . . . . . . . . . . . . . . . . .  —  — $ — 
Total current tax expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  1  — 
Deferred tax:  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Origination and reversal of temporary differences     . . . . . . . .  2  —  — 
Total deferred tax expenses        . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  —  — 
Total income tax expense     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2 $ 1 $ — 

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 $ 6 
Income tax at statutory tax rate  (11)  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 $ 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
US$ 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       . . . . . . . .  — %  — %  (24.7) %
        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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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.

b) 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.

c) 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
US$ MILLIONS Reinsurance1

Pension Risk 
Transfer2 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    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (7)  —  (7) 
Segment DOE      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13  11  24 
Corporate expenses         . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8) 
Income tax expense       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2) 
Transaction costs    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8) 
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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer1 Total

Net premiums       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 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 $1 million of insurance contracts ceded to other counterparties.       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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FOR THE YEAR ENDED DEC. 31, 2019
US$ MILLIONS Reinsurance

Pension Risk 
Transfer1 Total

Net premiums       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer Other1 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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer Other1 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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer Other1 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 $ — 

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 $ — $ — 
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  (3)  82  56 
Benefit expenses  90  63  39 
Benefit expenses ceded  (18)  (25)  (14) 
Gross premiums  1,017  431  504 
Ceded premiums  (1)  (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 $ — 
  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 $ 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 $ (41) $ 1 $ 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.
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PARENT COMPANY INFORMATION

BROOKFIELD ASSET MANAGEMENT REINSURANCE PARTNERS LTD.

SCHEDULE I – COMBINED CONDENSED STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DEC.31
US$ MILLIONS Share Capital

Accumulated 
Surplus 

(Deficit)

Accumulated 
Other 

Comprehensive 
Income (loss) Total

Balance as at January 1, 2021 $ 78 $ 1 $ 4 $ 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      . .  —  (5)  (5)  (10) 
Balance as at December 31, 2021      . . . . . . $ 1,499 $ (48) $ (16) $ 1,435 

Balance as at January 1, 2020 $ 65 $ — $ 1 $ 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 $ 4 $ 83 

Balance as at January 1, 2019 $ 60 $ (6) $ (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 $ — $ 1 $ 66 

The accompanying notes to the combined condensed financial statements are an integral part of these 
financial statements.
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F-69



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) $ 1 $ 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     . . . . . . . . . . . . . . . . . . . . . .  2  —  — 
Investing activities

Investments in shares of subsidiaries      . . . . . . . . . . . . . . . . . .  (1,475)  (13)  (5) 
Cash used in investing activities       . . . . . . . . . . . . . . . . . . . . .  (1,475)  (13)  (5) 
Financing activities

Issuance of equity       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,501  13  5 
Return of capital        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3)  —  — 

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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as the predecessor of Brookfield Reinsurance for financial reporting purposes, 
as at December 31, 2020 and 2019, and for the Years-Ended December 31, 2020, 2019 and 2018 

EXHIBIT 11(c) 
 

Audited Consolidated Financial Statements of Brookfield Annuity Holdings Inc., 



CONSOLIDATED FINANCIAL STATEMENTS OF BROOKFIELD ANNUITY HOLDINGS INC. AS AT DECEMBER 31, 2020 AND

DECEMBER 31, 2019 AND FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Od i]Z N]VgZ]daYZgh VcY i]Z =dVgY d[ ?^gZXidgh d[ =gdd`[^ZaY <ccj^in CdaY^c\h DcX+

Opinion on the Financial Statements

RZ ]VkZ VjY^iZY i]Z VXXdbeVcn^c\ Xdchda^YViZY hiViZbZcih d[ [^cVcX^Va edh^i^dc d[ =gdd`[^ZaY <ccj^in CdaY^c\h DcX+ VcY hjWh^Y^Vg^Zh %i]Z u>dbeVcnv&

Vh Vi ?ZXZbWZg 0.) /-/- VcY /-.6) VcY i]Z gZaViZY Xdchda^YViZY hiViZbZcih d[ deZgVi^c\ gZhjaih) XdbegZ]Zch^kZ ^cXdbZ %adhh&) X]Vc\Zh ^c Zfj^in) VcY

XVh] [adlh) [dg ZVX] d[ i]Z i]gZZ nZVgh ^c i]Z eZg^dY ZcYZY ?ZXZbWZg 0.) /-/-) VcY i]Z gZaViZY cdiZh VcY i]Z hX]ZYjaZ d[ i]Z >dcYZchZY A^cVcX^Va

NiViZbZcih d[ =gdd`[^ZaY <ccj^in CdaY^c\h DcX+ %XdaaZXi^kZan gZ[ZggZY id Vh i]Z u[^cVcX^Va hiViZbZcihv&+ Dc djg de^c^dc) i]Z [^cVcX^Va hiViZbZcih egZhZci

[V^gan) ^c Vaa bViZg^Va gZheZXih) i]Z [^cVcX^Va edh^i^dc d[ i]Z >dbeVcn Vh Vi ?ZXZbWZg 0.) /-/- VcY /-.6) VcY ^ih [^cVcX^Va eZg[dgbVcXZ VcY ^ih XVh] [adlh

[dg ZVX] d[ i]Z i]gZZ nZVgh ^c i]Z eZg^dY ZcYZY ?ZXZbWZg 0.) /-/-) ^c Xdc[dgb^in l^i] DciZgcVi^dcVa A^cVcX^Va MZedgi^c\ NiVcYVgYh Vh ^hhjZY Wn i]Z

DciZgcVi^dcVa <XXdjci^c\ NiVcYVgYh =dVgY+

Basis for Opinion

O]ZhZ [^cVcX^Va hiViZbZcih VgZ i]Z gZhedch^W^a^in d[ i]Z >dbeVcnxh bVcV\ZbZci+ Jjg gZhedch^W^a^in ^h id ZmegZhh Vc de^c^dc dc i]Z >dbeVcnxh [^cVcX^Va

hiViZbZcih WVhZY dc djg VjY^ih+ RZ VgZ V ejWa^X VXXdjci^c\ [^gb gZ\^hiZgZY l^i] i]Z KjWa^X >dbeVcn <XXdjci^c\ JkZgh^\]i =dVgY %Pc^iZY NiViZh&

%K><J=& VcY VgZ gZfj^gZY id WZ ^cYZeZcYZci l^i] gZheZXi id i]Z >dbeVcn ^c VXXdgYVcXZ l^i] i]Z P+N+ [ZYZgVa hZXjg^i^Zh aVlh VcY i]Z Veea^XVWaZ gjaZh

VcY gZ\jaVi^dch d[ i]Z NZXjg^i^Zh VcY @mX]Vc\Z >dbb^hh^dc VcY i]Z K><J=+

RZ XdcYjXiZY djg VjY^ih ^c VXXdgYVcXZ l^i] i]Z hiVcYVgYh d[ i]Z K><J=+ O]dhZ hiVcYVgYh gZfj^gZ i]Vi lZ eaVc VcY eZg[dgb i]Z VjY^i id dWiV^c

gZVhdcVWaZ VhhjgVcXZ VWdji l]Zi]Zg i]Z [^cVcX^Va hiViZbZcih VgZ [gZZ d[ bViZg^Va b^hhiViZbZci) l]Zi]Zg YjZ id Zggdg dg [gVjY+ O]Z >dbeVcn ^h cdi

gZfj^gZY id ]VkZ) cdg lZgZ lZ Zc\V\ZY id eZg[dgb) Vc VjY^i d[ ^ih ^ciZgcVa Xdcigda dkZg [^cVcX^Va gZedgi^c\+ <h eVgi d[ djg VjY^ih) lZ VgZ gZfj^gZY id

dWiV^c Vc jcYZghiVcY^c\ d[ ^ciZgcVa Xdcigda dkZg [^cVcX^Va gZedgi^c\ Wji cdi [dg i]Z ejgedhZ d[ ZmegZhh^c\ Vc de^c^dc dc i]Z Z[[ZXi^kZcZhh d[ i]Z

>dbeVcnxh ^ciZgcVa Xdcigda dkZg [^cVcX^Va gZedgi^c\+ <XXdgY^c\an) lZ ZmegZhh cd hjX] de^c^dc+

Jjg VjY^ih ^cXajYZY eZg[dgb^c\ egdXZYjgZh id VhhZhh i]Z g^h`h d[ bViZg^Va b^hhiViZbZci d[ i]Z [^cVcX^Va hiViZbZcih) l]Zi]Zg YjZ id Zggdg dg [gVjY) VcY

eZg[dgb^c\ egdXZYjgZh i]Vi gZhedcY id i]dhZ g^h`h+ NjX] egdXZYjgZh ^cXajYZY ZmVb^c^c\) dc V iZhi WVh^h) Zk^YZcXZ gZ\VgY^c\ i]Z Vbdjcih VcY Y^hXadhjgZh

^c i]Z [^cVcX^Va hiViZbZcih+ Jjg VjY^ih Vahd ^cXajYZY ZkVajVi^c\ i]Z VXXdjci^c\ eg^cX^eaZh jhZY VcY h^\c^[^XVci Zhi^bViZh bVYZ Wn bVcV\ZbZci) Vh lZaa Vh

ZkVajVi^c\ i]Z dkZgVaa egZhZciVi^dc d[ i]Z [^cVcX^Va hiViZbZcih+ RZ WZa^ZkZ i]Vi djg VjY^ih egdk^YZ V gZVhdcVWaZ WVh^h [dg djg de^c^dc+

,h, ?Zad^iiZ GGK

>]VgiZgZY Kgd[Zhh^dcVa <XXdjciVcih

G^XZchZY KjWa^X <XXdjciVcih

Odgdcid) >VcVYV

HVgX] 2) /-/.

RZ ]VkZ hZgkZY Vh i]Z >dbeVcnxh VjY^idg h^cXZ /-.3+
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CONSOLIDATED FINANCIAL STATEMENTS OF

BROOKFIELD ANNUITY HOLDINGS INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

PN" OCJPN<I?N IdiZ
Dec. 31,

2020
?ZX+ 0.)

/-.6

Assets

>Vh] VcY XVh] Zfj^kVaZcih 2 $ 35,461  " .0)03.

DckZhibZcih 2   1,192,465  4-.)205

<XXgjZY ^ckZhibZci ^cXdbZ   7,061  1).0-

MZ^chjgVcXZ gZXZ^kVWaZ 0   2,310  2)15.

Ji]Zg VhhZih 1   3,846  /)044

?Z[ZggZY iVm VhhZi .1   44  t

?Zg^kVi^kZ VhhZih 2   7,199  /)011

KgdeZgin VcY Zfj^ebZci 3   1,799  0.3

MZ^chjgVcXZ VhhZih 6   190,070  .64).31

Total assets $ 1,440,255  " 6/3)4..

Liabilities

DchjgVcXZ XdcigVXi a^VW^a^i^Zh 6   1,338,730  523)031

?jZ id gZaViZY eVgin 4   4  /5

MZ^chjgVcXZ eVnVWaZ 0   410  15-

?Zg^kVi^kZ a^VW^a^i^Zh 2   122  33.

>jggZci iVm a^VW^a^in .1   676  .4/

<XXdjcih eVnVWaZ VcY VXXgjZY a^VW^a^i^Zh 5   4,771  0)22-

AjcYh l^i]]ZaY a^VW^a^i^Zh 2   12,379  t

Total liabilities   1,357,092  53.)/22

Shareholder’s equity

N]VgZ XVe^iVa ./   77,976  31)3./

<XXjbjaViZY hjgeajh   1,646  05

<XXjbjaViZY di]Zg XdbegZ]Zch^kZ ^cXdbZ   3,541  5-3

Total equity   83,163  32)123

Total liabilities and equity $ 1,440,255  " 6/3)4..

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

BROOKFIELD ANNUITY HOLDINGS INC.

CONSOLIDATED STATEMENTS OF OPERATING RESULTS

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N) @S>@KO K@M NC<M@ <HJPION IdiZ 2020 2019 /-.5

KgZb^jbh

Bgdhh $431,070  " 2-0)355 ".3-).13

>ZYZY   (634)  %.45)246& t

Net premiums   430,436  0/2).-6 .3-).13

IZi ^ckZhibZci ^cXdbZ 2   83,918  24)-64 41.

IZi ^ckZhibZci gZhjaih [gdb [jcYh l^i]]ZaY 2   (117)  t t

Total revenues   514,237  05/)/-3 .3-)554

=ZcZ[^ih eV^Y dc ^chjgVcXZ XdcigVXih

Bgdhh   63,349  05)312 .0)1-5

>ZYZY   (24,569)  %.0)2-/& t

>]Vc\Z ^c ^chjgVcXZ XdcigVXi a^VW^a^i^Zh 6

Bgdhh   457,114  204)5-6 .1/)6-1

>ZYZY   10,496  %.60)-00& t

JeZgVi^c\ ZmeZchZh .0   5,605  3)103 1)64.

DciZgZhi ZmeZchZ   93  .33 ...

Total benefits and expenses   512,088  043)2/. .3.)061

Net income (loss) before income taxes   2,149  2)352 %2-4&

DcXdbZ iVm ZmeZchZ .1   (541)  %.25& t

Net income (loss) for the year $ 1,608  " 2)2/4 " %2-4&

Net income (loss) per share ./ $ 18.92  " 34+4/ " %4+/-&

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

A*2



Table of Contents

CONSOLIDATED FINANCIAL STATEMENTS OF

BROOKFIELD ANNUITY HOLDINGS INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 /-.6 /-.5

IZi ^cXdbZ %adhh& $1,608  "2)2/4 " %2-4&

Ji]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh& i]Vi l^aa WZ gZXaVhh^[^ZY id cZi ^cXdbZ %adhh&

IZi jcgZVa^oZY ^cXdbZ %adhh& dc VkV^aVWaZ [dg hVaZ hZXjg^i^Zh   938  05. %.-0&

DcXdbZ iVm ZmeZchZ   (237)  %..& t

AdgZ^\c ZmX]Vc\Z \V^c %adhh&   2,034  /)543 %0)./3&

Total other comprehensive income (loss)   2,735  0)/13 %0)//6&

Comprehensive income (loss) for the year $4,343  "5)440 "%0)403&

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

BROOKFIELD ANNUITY HOLDINGS INC.

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

<N <O <I? AJM OC@ T@<M @I?@? ?@>+ 0.) /-/-
PN" OCJPN<I?N

>dbbdc
N]VgZh

<XXjbjaViZY
hjgeajh %YZ[^X^i&

<XXjbjaViZY
di]Zg

XdbegZ]Zch^kZ
^cXdbZ %adhh&

OdiVa
@fj^in

=VaVcXZ Vh Vi ?ZXZbWZg 0.) /-.6 "31)3./ " 05 " 5-3 "32)123

>]Vc\Zh ^c eZg^dY7

IZi ^cXdbZ %adhh& t .)3-5 t .)3-5

Ji]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh& t t /)402 /)402

>dbegZ]Zch^kZ ^cXdbZ %adhh& t .)3-5 /)402 1)010

Ji]Zg ^iZbh

@fj^in ^hhjVcXZh .0)031 t t .0)031

OdiVa X]Vc\Z ^c eZg^dY .0)031 .)3-5 /)402 .4)4-4

=VaVcXZ Vh Vi ?ZXZbWZg 0.) /-/- $77,976  $ 1,646  $ 3,541  $83,163 

<N <O <I? AJM OC@ T@<M @I?@? ?@>+ 0.) /-.6
PN" OCJPN<I?N

>dbbdc
N]VgZh

<XXjbjaViZY
hjgeajh %YZ[^X^i&

<XXjbjaViZY
di]Zg

XdbegZ]Zch^kZ
^cXdbZ %adhh&

OdiVa
@fj^in

=VaVcXZ Vh Vi ?ZXZbWZg 0.) /-.5 "26)56- " %2)156& " %/)11-& "2.)63.

>]Vc\Zh ^c eZg^dY7

IZi ^cXdbZ %adhh& t 2)2/4 t 2)2/4

Ji]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh& t t 0)/13 0)/13

>dbegZ]Zch^kZ ^cXdbZ %adhh& t 2)2/4 0)/13 5)440

Ji]Zg ^iZbh

@fj^in ^hhjVcXZh 1)4// t t 1)4//

OdiVa X]Vc\Z ^c eZg^dY 1)4// 2)2/4 0)/13 .0)162

=VaVcXZ Vh Vi ?ZXZbWZg 0.) /-.6 "31)3./ " 05 " 5-3 "32)123

<N <O <I? AJM OC@ T@<M @I?@? ?@>+ 0.) /-.5
PN" OCJPN<I?N

>dbbdc
N]VgZh

<XXjbjaViZY
hjgeajh %YZ[^X^i&

<XXjbjaViZY
di]Zg

XdbegZ]Zch^kZ
^cXdbZ %adhh&

OdiVa
@fj^in

=VaVcXZ Vh Vi EVcjVgn .) /-.5 "20)6-- " %1)65/& " 456 "16)4-4

>]Vc\Zh ^c eZg^dY7

IZi ^cXdbZ %adhh& t %2-4& t %2-4&

Ji]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh& t t %0)//6& %0)//6&

>dbegZ]Zch^kZ ^cXdbZ %adhh& t %2-4& %0)//6& %0)403&

Ji]Zg ^iZbh

@fj^in ^hhjVcXZh 2)66- t t 2)66-

OdiVa X]Vc\Z ^c eZg^dY 2)66- %2-4& %0)//6& /)/21

=VaVcXZ Vh Vi ?ZXZbWZg 0.) /-.5 "26)56- " %2)156& " %/)11-& "2.)63.

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

BROOKFIELD ANNUITY HOLDINGS INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 /-.6 /-.5

Operating activities

IZi ^cXdbZ %adhh& $ 1,608  " 2)2/4 " %2-4&

DiZbh cdi ^ckdak^c\ XVh]

?ZegZX^Vi^dc d[ egdeZgin VcY Zfj^ebZci VcY g^\]i*d[*jhZ VhhZi   446  /.4 //6

PcgZVa^oZY %\V^ch& adhhZh dc ^ckZhibZcih VcY YZg^kVi^kZh   (51,316)  %/4)-00& 3)452

DcXdbZ iVm ZmeZchZ   541  .25 t

DbeV^gbZci d[ ^ckZhibZcih t 1-3 t

Idc*XVh] ^iZbh V[[ZXi^c\ cZi ^cXdbZ

>]Vc\Zh ^c gZ^chjgVcXZ VhhZih   10,496  %.60)-00& t

>]Vc\Zh ^c ^chjgVcXZ XdcigVXi a^VW^a^i^Zh   457,114  204)5-6 .1/)6-1

>]Vc\Zh ^c [jcYh l^i]]ZaY   12,262  t t

>]Vc\Zh ^c ldg`^c\ XVe^iVa   (814)  %3)016& %/)044&

JeZgVi^c\ VXi^k^i^Zh V[[ZXi^c\ XVh]

DciZgZhi eV^Y   (53)  %.-& %.2&

DcXdbZ iVm eV^Y   (331)  t t

MZVa^oZY %\V^ch& adhhZh dc ^ckZhibZcih   (3,361)  %6)/-/& /)200

Cash from operating activities   426,592  0-5)16- .16)22/

Investing activities

KgdXZZYh dc Y^hedhVa d[ ^ckZhibZcih   501,553  404)/04 0/.)424

KjgX]VhZ d[ ^ckZhibZcih   (975,573)  %.)-/0)--/& %2/3)524&

HVijg^i^Zh d[ ^ckZhibZcih   62,164  .5)-25 3)/..

KjgX]VhZ d[ egdeZgin VcY Zfj^ebZci   (617)  %02& %/&

Cash used in investing activities   (412,473)  %/34)41/& %.65)56.&

Financing activities

DhhjVcXZ d[ Xdbbdc h]VgZh   13,364  1)4// 2)66-

>gZY^i [VX^a^in YgVlYdlc   —    t /4)0-6

>gZY^i [VX^a^in gZeVnbZci   —    t %/4)/2-&

Kg^cX^eVa edgi^dc d[ aZVhZ a^VW^a^i^Zh   (268)  %.11& %.04&

KgdXZZYh [gdb gZejgX]VhZ V\gZZbZci   221,820  /12)3/- 1-)213

MZeVnbZci d[ gZejgX]VhZ V\gZZbZci   (221,820)  %/51)56.& t

Cash (used in) from financing activities   13,096  %01)360& 13)125

Cash and cash equivalents

>Vh] VcY XVh] Zfj^kVaZcih) WZ\^cc^c\ d[ nZVg   13,361  4)412 6)/.0

IZi ^cXgZVhZ %YZXgZVhZ& Yjg^c\ i]Z nZVg   27,215  3)-22 %/)55.&

AdgZ^\c ZmX]Vc\Z dc XVh] WVaVcXZh ]ZaY ^c [dgZ^\c XjggZcX^Zh   (5,115)  %106& .)1.0

Cash and cash equivalents, end of year $ 35,461  " .0)03. " 4)412

Supplementary Information

>Vh] WVaVcXZh $ 16,496  " 4)440 " .)64-

N]dgi iZgb ^ckZhibZcih   18,965  2)255 2)442

Cash and cash equivalents, end of year $ 35,461  " .0)03. " 4)412

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

=gdd`[^ZaY <ccj^in CdaY^c\h DcX+ %i]Z u>dbeVcnv& ^h V ]daY^c\ XdbeVcn ^cXdgedgViZY dc <j\jhi .0) /-.2+ O]Z gZ\^hiZgZY VYYgZhh d[ i]Z >dbeVcn ^h

000 =Vn NigZZi) Nj^iZ ./--) Odgdcid) JciVg^d) H2C /M/) >VcVYV+ O]Z >dbeVcn ^h Ydb^X^aZY ^c >VcVYV VcY l]daan dlch =gdd`[^ZaY <ccj^in >dbeVcn

%u=<>v&) =gdd`[^ZaY <ccj^in PN DcX+) Idgi] @cY MZ %=ZgbjYV& GiY+ %uI@M GiY+v&) VcY Idgi] @cY MZ %>VnbVc& NK> %uI@M NK>v&+ =<> ^h V a^[Z

^chjgVcXZ XdbeVcn ^cXdgedgViZY jcYZg i]Z DchjgVcXZ >dbeVc^Zh <Xi d[ >VcVYV %i]Z u<Xiv& dc <j\jhi ..) /-.3+

=<> gZXZ^kZY ^ih dgYZg id XdbbZcXZ Wjh^cZhh [gdb i]Z J[[^XZ d[ i]Z NjeZg^ciZcYZci d[ A^cVcX^Va Dchi^iji^dch %uJNADv& dc JXidWZg 0) /-.3 VcY ]Vh

dWiV^cZY ^ih a^XZchZh ^c Vaa egdk^cXZh d[ >VcVYV+ =<> egdk^YZh eZch^dc YZ*g^h`^c\ hdaji^dch i]gdj\] \gdje Vccj^in eda^X^Zh+

I@M GiY+ lVh ^cXdgedgViZY dc Ejan .0) /-.5 ^c =ZgbjYV jcYZg i]Z =ZgbjYV >dbeVc^Zh <Xi .65.+ PcYZg i]Z egdk^h^dch d[ NZXi^dc .1) i]Z hiVijh d[

I@M GiY+ ^h i]Vi d[ Vc ZmZbeiZY XdbeVcn l^i]^c i]Z bZVc^c\ d[ NZXi^dc ./4+ I@M GiY+ ^h XjggZcian ^c i]Z egdXZhh d[ dWiV^c^c\ V a^XZchZ id XdcYjXi

XdbbZgX^Va adc\*iZgb a^[Z VcY Vccj^in gZ^chjgVcXZ Wjh^cZhh l^i] i]^gY eVgin Y^gZXi ^chjgZgh+

I@M NK> lVh ^cXdgedgViZY dc <eg^a .4) /-.6 jcYZg i]Z aVlh d[ i]Z >VnbVc DhaVcYh+ I@M NK> ^h VeegdkZY Vh V >aVhh = %^^^& ^chjgZg jcYZg i]Z >VnbVc

DhaVcYhx DchjgVcXZ <Xi) /-.- %Vh VbZcYZY&+ I@M NK> ^h a^XZchZY id XdcYjXi XdbbZgX^Va adc\*iZgb a^[Z VcY Vccj^in gZ^chjgVcXZ Wjh^cZhh l^i] i]^gY*eVgin

Y^gZXi ^chjgZgh+

O]Z >dbeVcn ^h V l]daan*dlcZY hjWh^Y^Vgn d[ =gdd`[^ZaY <hhZi HVcV\ZbZci DcX+ %u=<Hv&+ O]Z >dbeVcn l^aa ZciZg ^cid V hZg^Zh d[ igVchVXi^dch l^i]

=<H) l]ZgZWn =<H l^aa Xdcig^WjiZ Vaa d[ i]Z cZi VhhZih VcY deZgVi^dch d[ i]Z >dbeVcn ^cid V cZlan [dgbZY Zci^in) =gdd`[^ZaY <hhZi HVcV\ZbZci

MZ^chjgVcXZ KVgicZgh GiY+ %u=<H MZv&+ =<H MZ lVh ^cXdgedgViZY dc ?ZXZbWZg .-) /-/-) VcY ^h V l]daan dlcZY hjWh^Y^Vgn d[ =<H+ NjWhZfjZci id

=<H Xdcig^Wji^c\ i]Z cZi VhhZih d[ i]Z >dbeVcn ^cid =<H MZ) =<H l^aa Y^hig^WjiZ i]Z h]VgZh d[ =<H MZ dc V egd gViV WVh^h id =<Hxh h]VgZ]daYZgh

VcY =<H MZ l^aa WZXdbZ V hiVcY*VadcZ ejWa^X XdbeVcn+ O]Z >dbeVcn ^h i]Z egZYZXZhhdg d[ =<H MZ+

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Statement of Compliance

O]ZhZ Xdchda^YViZY [^cVcX^Va hiViZbZcih ]VkZ WZZc egZeVgZY ^c VXXdgYVcXZ l^i] DciZgcVi^dcVa A^cVcX^Va MZedgi^c\ NiVcYVgYh %uDAMNv& Vh ^hhjZY Wn i]Z

DciZgcVi^dcVa <XXdjci^c\ NiVcYVgYh =dVgY %uD<N=v&+

O]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih lZgZ Vji]dg^oZY [dg ^hhjZ Wn i]Z =dVgY d[ ?^gZXidgh d[ i]Z >dbeVcn dc HVgX] 2) /-/.+

b. Basis of presentation

O]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih VgZ Xdbeg^hZY d[ i]Z [^cVcX^Va gZhjaih d[ i]Z >dbeVcn VcY ^ih hjWh^Y^Vg^Zh+ <aa ^cigV*\gdje igVchVXi^dch) WVaVcXZh)

^cXdbZ VcY ZmeZchZh VgZ Za^b^cViZY ^c [jaa dc Xdchda^YVi^dc+

O]Z VhhZih VcY a^VW^a^i^Zh ^c i]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih ]VkZ WZZc egZhZciZY dc V ]^hidg^XVa Xdhi WVh^h) Vh ^bbZY^ViZan eg^dg id i]Z he^c*d[[) Vaa

i]Z VhhZih VcY a^VW^a^i^Zh egZhZciZY VgZ l]daan dlcZY Wn =<H+ O]Z
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Xdchda^YViZY [^cVcX^Va hiViZbZcih gZegZhZci i]Z VhhZih) a^VW^a^i^Zh) gZkZcjZh) ZmeZchZh) VcY XVh] [adlh d[ i]Z Wjh^cZhh i]Vi l^aa WZ Xdcig^WjiZY id =<H MZ+

O]Z >dbeVcn bV^ciV^ch ^ih dlc ^cYZeZcYZci bVcV\ZbZci VcY ^c[gVhigjXijgZ VcY YdZh cdi gZan dc Vcn gZhdjgXZh [gdb =<H+ <h V gZhjai) cd XdgedgViZ

Xdhih ]VkZ WZZc VaadXViZY id i]Z >dbeVcn+

Dc VXXdgYVcXZ l^i] DAMN) egZhZciVi^dc d[ VhhZih VcY a^VW^a^i^Zh dc i]Z >dchda^YViZY NiViZbZci d[ A^cVcX^Va Kdh^i^dc ^h ^c dgYZg d[ a^fj^Y^in+

O]Z >dbeVcn jhZh V bVcV\ZbZci VeegdVX] id YZiZgb^cZ deZgVi^c\ hZ\bZcih+ O]Z bVcV\ZbZci VeegdVX] Xdch^YZgh i]Z ^ciZgcVa dg\Vc^oVi^dc VcY

gZedgi^c\ jhZY Wn i]Z >dbeVcnxh X]^Z[ deZgVi^c\ YZX^h^dc bV`Zg %u>J?Hv& [dg bV`^c\ YZX^h^dch) VaadXVi^dc d[ gZhdjgXZ VcY VhhZhh^c\ eZg[dgbVcXZ+

O]Z >dbeVcnxh >J?H ]Vh WZZc ^YZci^[^ZY Vh i]Z >]^Z[ @mZXji^kZ J[[^XZg l]d gZk^Zlh i]Z gZhjaih d[ deZgVi^dch l]Zc bV`^c\ YZX^h^dch VWdji

VaadXVi^c\ gZhdjgXZh VcY VhhZhh^c\ eZg[dgbVcXZ d[ i]Z >dbeVcn l]^X] ^h XjggZcian bVcV\ZY Vh V h^c\aZ hZ\bZci8 eZch^dc g^h` igVch[Zg+ <aa d[ i]Z

>dbeVcnxh gZkZcjZ [dg i]Z nZVgh ZcYZY ?ZXZbWZg 0.) /-/-) /-.6 VcY /-.5 lVh \ZcZgViZY [gdb i]Z eZch^dc g^h` igVch[Zg deZgVi^c\ hZ\bZci VcY lVh

ZVgcZY ^c >VcVYV+ <aa d[ i]Z adc\*a^kZY VhhZih d[ i]Z >dbeVcn lZgZ ^cXajYZY ^c i]Z eZch^dc g^h` igVch[Zg deZgVi^c\ hZ\bZci VcY gZh^YZ ^c >VcVYV+

c. Accounting estimates and judgements

O]Z egZeVgVi^dc d[ [^cVcX^Va hiViZbZcih ^c VXXdgYVcXZ l^i] DAMN gZfj^gZh bVcV\ZbZci id bV`Z Vhhjbei^dch VcY Zhi^bViZh i]Vi V[[ZXi i]Z gZedgiZY

Vbdjcih d[ VhhZih VcY a^VW^a^i^Zh VcY i]Z Y^hXadhjgZ d[ Xdci^c\Zci VhhZih VcY a^VW^a^i^Zh Vi i]Z YViZ d[ i]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih+ @hi^bViZh VgZ

hjW_ZXi id jcXZgiV^cin VcY XVc i]ZgZ[dgZ Y^[[Zg h^\c^[^XVcian [gdb VXijVa gZhjaih+ O]Z ^iZbh bdhi hjhXZei^WaZ id X]Vc\Zh ^c Zhi^bViZh VcY Vhhjbei^dch

^cXajYZ i]Z bZVhjgZbZci d[ gZ^chjgVcXZ VhhZih) ^chjgVcXZ XdcigVXi a^VW^a^i^Zh) VcY ^beV^gbZci d[ [^cVcX^Va ^chigjbZcih+ <XijVa gZhjaih bVn Y^[[Zg [gdb djg

Zhi^bViZh i]ZgZWn ^beVXi^c\ i]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih+ Dc[dgbVi^dc dc djg jhZ d[ Zhi^bViZh VcY Vhhjbei^dch ^h Y^hXjhhZY ^c IdiZ /%Y&+

HVcV\ZbZci _jY\bZci ^h Vahd jhZY ^c Veean^c\ i]Z VXXdjci^c\ eda^X^Zh jhZY id egZeVgZ [^cVcX^Va hiViZbZcih+ O]Z ^iZb bdhi hjhXZei^WaZ id X]Vc\Zh ^c

_jY\ZbZcih ^h i]Z ZkVajVi^dc d[ ^cY^XVidgh d[ ^beV^gbZci d[ djg ^ckZhibZcih+

d. Significant accounting policies

O]Z h^\c^[^XVci VXXdjci^c\ eda^X^Zh jhZY ^c egZeVg^c\ i]ZhZ Xdchda^YViZY [^cVcX^Va hiViZbZcih VgZ hjbbVg^oZY WZadl+

@[[ZXi^kZ EVcjVgn .) /-/-) i]Z >dbeVcn X]Vc\ZY ^ih VXXdjci^c\ eda^Xn [dg adc\Zk^in gZ^chjgVcXZ igVchVXi^dch hjX] i]Vi i]Z [^mZY eVnbZcih bVYZ Wn i]Z

>dbeVcn id i]Z gZ^chjgZg gZaVi^c\ id YZ[^cZY WadX`h d[ eda^Xn]daYZg WZcZ[^ih %i]Z u[^mZY aZ\v& VgZ gZXd\c^oZY dc V cZi WVh^h l^i] eVnbZcih gZXZ^kZY [gdb

i]Z gZ^chjgZg %i]Z ukVg^VWaZ aZ\v& l^i]^c WZcZ[^ih XZYZY ^c i]Z >dchda^YViZY NiViZbZcih d[ JeZgVi^c\ MZhjaih+ KgZk^djhan) i]Z >dbeVcnxh eda^Xn lVh id

gZXdgY i]Z [^mZY aZ\ ^c egZb^jbh XZYZY VcY i]Z kVg^VWaZ aZ\ ^c WZcZ[^ih XZYZY dc V \gdhh WVh^h+ DAMN 1) DchjgVcXZ >dcigVXih %uDAMN 1v& YdZh cdi heZX^[n

i]Z egZhZciVi^dc [dg i]^h ineZ d[ VggVc\ZbZci VcY i]Z >dbeVcn WZa^ZkZh i]Vi i]Z gZk^hZY eda^Xn VcY egZhZciVi^dc egdk^YZh bdgZ gZa^VWaZ VcY gZaZkVci

^c[dgbVi^dc id jhZgh d[ i]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih Vh i]Z egZhZciVi^dc bdgZ XaZVgan Va^\ch i]Z XVh][adlh WZilZZc i]Z >dbeVcn VcY i]Z

gZ^chjgZg) Vh XdcigVXijVa iZgbh gZfj^gZ hZiiaZbZci d[ i]Z Vbdjcih dc V cZi WVh^h VcY Vh Wdi] i]Z [^mZY VcY kVg^VWaZ aZ\h gZaViZ id i]Z eVnbZci d[ WZcZ[^ih id

i]Z Vccj^iVci+ O]Z X]Vc\Z ^c VXXdjci^c\ eda^Xn ]Vh WZZc Veea^ZY gZigdheZXi^kZan+ O]Z >dbeVcn ]Vh gZhiViZY i]Z XdbeVgVi^kZ [^\jgZh ^c i]Z >dchda^YViZY

NiViZbZcih
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d[ JeZgVi^c\ MZhjaih gZhjai^c\ ^c V gZYjXi^dc id Wdi] egZb^jbh XZYZY VcY WZcZ[^ih XZYZY ^c i]Z Vbdjci d[ "6)630 i]djhVcY [dg i]Z nZVg ZcYZY

?ZXZbWZg 0.) /-.6+ O]ZgZ ^h cd ^beVXi dc cZi ^cXdbZ) cZi ^cXdbZ eZg h]VgZ dg h]VgZ]daYZgxh Zfj^in ^c i]Z XjggZci dg Vcn eg^dg nZVg+

i. Cash and cash equivalents

>Vh] VcY XVh] Zfj^kVaZcih ^cXajYZ h]dgi*iZgb ^ckZhibZcih l^i] dg^\^cVa bVijg^i^Zh d[ 6- YVnh dg aZhh+ O]Z >dbeVcn ]Vh XaVhh^[^ZY XVh] VcY XVh]

Zfj^kVaZcih Vh [V^g kVajZ i]gdj\] egd[^i dg adhh %uAQOKGv& ^[ i]Z VhhZi hjeedgih ^chjgVcXZ XdcigVXi a^VW^a^i^Zh dg VkV^aVWaZ [dg hVaZ %u<ANv& ^[ i]Z VhhZi

hjeedgih XVe^iVa VcY hjgeajh+

>Vh] VcY XVh] Zfj^kVaZcih ^cXajYZ XVh] WVaVcXZh VcY h]dgi*iZgb ^ckZhibZcih i]Vi VgZ cdi VkV^aVWaZ [dg jhZ Wn i]Z >dbeVcn Vh eVgi d[ i]Z [jcYh l^i]]ZaY

%uARCv& VggVc\ZbZci %IdiZ /%Y&%^^^&&+

ii. Investments

DckZhibZcih VgZ [^cVcX^Va VhhZih l]^X] VgZ Xdbeg^hZY d[ WdcYh VcY [^mZY*^cXdbZ ^chigjbZcih+ O]Z >dbeVcn jhZh i]Z igVYZ YViZ id VXXdjci [dg

^ckZhibZci igVchVXi^dch+

A^cVcX^Va VhhZih VgZ XaVhh^[^ZY ^cid dcZ d[ i]Z [daadl^c\ XViZ\dg^Zh7

r <AN VhhZih VgZ bZVhjgZY Vi [V^g kVajZ) l^i] X]Vc\Zh ^c [V^g kVajZ gZXd\c^oZY ^c di]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh&8

r AQOKG VhhZih VgZ bZVhjgZY Vi [V^g kVajZ) l^i] X]Vc\Zh ^c [V^g kVajZ gZXd\c^oZY ^c cZi ^cXdbZ %adhh&8 VcY

r GdVch VcY gZXZ^kVWaZh VgZ bZVhjgZY Vi Vbdgi^oZY Xdhi+

A^cVcX^Va VhhZih VgZ XaVhh^[^ZY VXXdgY^c\ id i]Z^g cVijgZ VcY jhZ Wn i]Z >dbeVcn Vi i]Z i^bZ d[ ^c^i^Va gZXd\c^i^dc+ A^cVcX^Va VhhZih hjeedgi^c\ XVe^iVa VcY

hjgeajh VgZ XaVhh^[^ZY Vh <AN VcY VgZ bZVhjgZY Vi [V^g kVajZ+ PcgZVa^oZY \V^ch %adhhZh& VgZ gZXd\c^oZY ^c di]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh&+ Pedc

gZVa^oVi^dc) \V^ch dg adhhZh VgZ gZXaVhh^[^ZY id i]Z >dchda^YViZY NiViZbZcih d[ JeZgVi^c\ MZhjaih VcY gZXdgYZY ^c IZi ^ckZhibZci ^cXdbZ+

A^cVcX^Va VhhZih hjeedgi^c\ ^chjgVcXZ XdcigVXi a^VW^a^i^Zh VgZ YZh^\cViZY Vh AQOKG dg Vh adVch VcY gZXZ^kVWaZh+ <cn X]Vc\Zh ^c i]Z [V^g kVajZ d[ i]Z

jcYZgan^c\ VhhZih bViX]ZY id i]Z ^chjgVcXZ XdcigVXi a^VW^a^i^Zh VgZ Y^gZXian gZ[aZXiZY ^c i]Z ^chjgVcXZ XdcigVXi a^VW^a^i^Zh+ PcaZhh i]Z VhhZi ^h YZZbZY id WZ

^beV^gZY) X]Vc\Zh ^c [V^g kVajZ d[ VhhZih bViX]^c\ i]ZhZ a^VW^a^i^Zh VcY X]Vc\Zh ^c i]Z XdggZhedcY^c\ ^chjgVcXZ XdcigVXi a^VW^a^i^Zh VgZ Y^gZXian gZXd\c^oZY

^c i]Z >dchda^YViZY NiViZbZcih d[ JeZgVi^c\ MZhjaih ^c dgYZg id Vkd^Y V b^hbViX] i]Vi ldjaY di]Zgl^hZ Vg^hZ+

GdVch VcY gZXZ^kVWaZh VgZ bZVhjgZY Vi Vbdgi^oZY Xdhi jh^c\ i]Z Z[[ZXi^kZ ^ciZgZhi bZi]dY) aZhh Vcn Veea^XVWaZ egdk^h^dc [dg ^beV^gbZci+

A^cVcX^Va VhhZih VgZ YZgZXd\c^oZY l]Zc i]Z g^\]ih id gZXZ^kZ XVh] [adlh [gdb i]Z [^cVcX^Va VhhZih ]VkZ Zme^gZY dg ]VkZ WZZc igVch[ZggZY VcY i]Z >dbeVcn

]Vh igVch[ZggZY hjWhiVci^Vaan Vaa i]Z g^h`h VcY gZlVgYh d[ dlcZgh]^e+

<cn \V^c dg adhh Vg^h^c\ dc YZgZXd\c^i^dc ^h gZXd\c^oZY Y^gZXian ^c cZi ^cXdbZ %adhh& VcY egZhZciZY ^c gZVa^oZY \V^ch %adhhZh& dc ^ckZhibZcih+

A*..
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iii. Funds withheld

AjcYh l^i]]ZaY %uARCv& gZegZhZcih V eVnVWaZ [dg Vbdjcih XdcigVXijVaan l^i]]ZaY Wn i]Z >dbeVcn ^c VXXdgYVcXZ l^i] gZ^chjgVcXZ V\gZZbZcih l]ZgZ

i]Z >dbeVcn VXih Vh XZYVci+ Dc /-/- i]Z >dbeVcn ZciZgZY ^cid V ARC VggVc\ZbZci l^i] V i]^gY*eVgin gZ^chjgZg+ PcYZg i]Z ARC VggVc\ZbZci) i]Z

>dbeVcn gZiV^cZY [jcYh d[ i]Z gZ^chjgZg+ R]^aZ i]Z VhhZih ^c i]Z ARC VgZ aZ\Vaan dlcZY Wn i]Z >dbeVcn) i]Z gZ^chjgZg ^h hjW_ZXi id Vaa ^ckZhibZci

eZg[dgbVcXZ VcY ZXdcdb^X g^\]ih VcY dWa^\Vi^dch id i]Z ARC VhhZih h^b^aVg id ^ckZhiZY VhhZih ]ZaY Y^gZXian Wn i]Z gZ^chjgZg+ O]Z >dbeVcnxh ARC

WVaVcXZ ^cXajYZh XVh] VcY XVh] Zfj^kVaZcih) ^ckZhibZcih) VcY YZg^kVi^kZh XVgg^ZY Vi [V^g kVajZ VcY ^h XgZY^iZY l^i] egZb^jbh) ^ckZhibZci ^cXdbZ %adhh&)

WZcZ[^ih eVnVWaZ VcY di]Zg ZmeZchZh YZYjXiZY Vh ^cXjggZY Vi Xdhi+

iv. Derivative financial instruments

O]Z >dbeVcn bVcV\Zh [dgZ^\c XjggZcXn ZmedhjgZ VcY di]Zg bVg`Zi g^h`h VhhdX^ViZY l^i] XZgiV^c VhhZih VcY a^VW^a^i^Zh Wn jh^c\ YZg^kVi^kZ [^cVcX^Va

^chigjbZcih hjX] Vh [dgZ^\c ZmX]Vc\Z [dglVgYh) WdcY [jijgZh) WdcY [dglVgYh VcY ^ciZgZhi gViZ hlVeh+ ?Zg^kVi^kZ [^cVcX^Va ^chigjbZcih VgZ XaVhh^[^ZY Vh

]ZaY [dg igVY^c\ l]^X] VgZ bZVhjgZY Vh AQOKG ^ckZhibZcih+ ?Zg^kVi^kZ [^cVcX^Va ^chigjbZcih VgZ gZXdgYZY Vi [V^g kVajZ dc VXfj^h^i^dc YViZ VcY

hjWhZfjZcian gZkVajZY Vi [V^g kVajZ Vi ZVX] gZedgi^c\ YViZ+ ?Zg^kVi^kZ [^cVcX^Va ^chigjbZcih l^i] edh^i^kZ kVajZh VgZ gZXdgYZY Vh YZg^kVi^kZ VhhZih VcY

cZ\Vi^kZ [V^g kVajZh VgZ gZedgiZY Vh YZg^kVi^kZ a^VW^a^i^Zh+ >]Vc\Zh ^c [V^g kVajZ d[ YZg^kVi^kZh VgZ gZXdgYZY ^c IZi ^ckZhibZci ^cXdbZ) ^c i]Z >dchda^YViZY

NiViZbZci d[ JeZgVi^dch+

v. Assets Pledged as Collateral

O]Z >dbeVcn gZXZ^kZh VcY eaZY\Zh XdaaViZgVa ^c gZheZXi d[ XZgiV^c YZg^kVi^kZ XdcigVXih) ^c dgYZg id bZZi ^ih XdcigVXijVa dWa^\Vi^dch+ O]Z Vbdjci d[

XdaaViZgVa gZfj^gZY ^h YZiZgb^cZY Wn i]Z kVajVi^dc d[ ZVX] XdcigVXi dc V bVg`*id*bVg`Zi WVh^h VcY i]Z ineZ d[ XdaaViZgVa id WZ YZedh^iZY ^h heZX^[^ZY l^i]^c

i]Z V\gZZbZci l^i] ZVX] XdjciZgeVgin+

>daaViZgVa eaZY\ZY Xdci^cjZh id WZ gZXd\c^oZY ^c i]Z >dchda^YViZY NiViZbZci d[ A^cVcX^Va Kdh^i^dc Vh i]Z >dbeVcn gZiV^ch Vaa g^\]ih gZaViZY id i]ZhZ

VhhZih+

>daaViZgVa gZXZ^kZY ^h cdi gZXd\c^oZY ^c i]Z >dchda^YViZY NiViZbZci d[ A^cVcX^Va Kdh^i^dc jcaZhh i]Z >dbeVcn VXfj^gZh i]Z g^\]ih gZaVi^c\ id i]Z

ZXdcdb^X g^h`h VcY gZlVgYh gZaViZY id i]ZhZ VhhZih+

vi. Collateralized Financing Transactions

NZXjg^i^Zh hdaY jcYZg V\gZZbZcih id gZejgX]VhZ %ugZejgX]VhZ V\gZZbZcihv& VgZ XdaaViZgVa^oZY [^cVcX^c\ igVchVXi^dch+ < gZejgX]VhZ V\gZZbZci egdk^YZh i]Z

aZcYZg d[ hZXjg^i^Zh i]Z g^\]i id gZXZ^kZ [gdb i]Z XdjciZgeVgin hj[[^X^Zci XVh] id ejgX]VhZ i]Z hVbZ hZXjg^i^Zh Vi i]Z bVijg^in d[ i]Z V\gZZbZci+ O]ZhZ

igVchVXi^dch VgZ bZVhjgZY Vi Xdhi eajh VXXgjZY ^ciZgZhi+

O]Z >dbeVcn gZXd\c^oZh Vc VhhZi ^c i]Z >dchda^YViZY NiViZbZci d[ A^cVcX^Va Kdh^i^dc) gZegZhZci^c\ i]Z XVh] gZXZ^kZY) VcY V a^VW^a^in [dg i]Z hVbZ

Vbdjci) gZegZhZci^c\ i]Z dWa^\Vi^dc id gZejgX]VhZ i]Z adVcZY WdcYh+ MZejgX]VhZ V\gZZbZcih l^i] i]Z hVbZ XdjciZgeVgin VgZ egZhZciZY cZi ^c i]Z

>dchda^YViZY NiViZbZci d[ A^cVcX^Va Kdh^i^dc+
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vii. Right to Offset

<bdjcih egZhZciZY ^c i]ZhZ Xdchda^YViZY [^cVcX^Va hiViZbZcih VgZ egZhZciZY dc V cZi WVh^h l]Zc i]ZgZ Zm^hih Wdi] V aZ\Vaan Zc[dgXZVWaZ g^\]i id d[[hZi i]Z

gZXd\c^oZY Vbdjcih VcY Vc ^ciZci^dc id hZiiaZ dc V cZi WVh^h) dg id gZVa^oZ i]Z VhhZi VcY hZiiaZ i]Z a^VW^a^in h^bjaiVcZdjhan+

viii. Impairment

<i ZVX] gZedgi^c\ YViZ) [^cVcX^Va VhhZih VgZ iZhiZY [dg ^beV^gbZci+ O]Z >dbeVcn Xdch^YZgh Vc ^beV^gbZci adhh ^[ ^i YZZbh ^i jca^`Zan i]Vi ^i l^aa WZ VWaZ id

gZXdkZg Vaa Vbdjcih YjZ VXXdgY^c\ id i]Z XdcigVXijVa iZgbh d[ i]Z dWa^\Vi^dc+ @k^YZcXZ d[ ^beV^gbZci bjhi WZ dW_ZXi^kZ+ Adg <AN Zfj^in ^ckZhibZcih) V

h^\c^[^XVci dg egdadc\ZY YZXa^cZ ^c i]Z [V^g kVajZ d[ i]Z hZXjg^in WZadl ^ih Xdhi ^h Xdch^YZgZY id WZ dW_ZXi^kZ Zk^YZcXZ d[ ^beV^gbZci+ Adg Vaa di]Zg

[^cVcX^Va VhhZih) i]ZgZ bjhi WZ dWhZgkVWaZ YViV VWdji i]Z adhh ZkZcih) hjX] Vh) Wji cdi a^b^iZY id) i]Z ^hhjZgxh [^cVcX^Va Y^[[^Xjain) V WVc`gjeiXn) YZ[Vjai d[

eVnbZci d[ eg^cX^eVa dg ^ciZgZhi) dg heZX^[^X VYkZghZ XdcY^i^dch V[[ZXi^c\ Vc ^cYjhign dg V gZ\^dc+

Adg [^cVcX^Va VhhZih bZVhjgZY Vi Vbdgi^oZY Xdhi) i]Z Vbdjci d[ i]Z ^beV^gbZci adhh ^h bZVhjgZY Vh i]Z Y^[[ZgZcXZ WZilZZc i]Z VhhZixh XVggn^c\ Vbdjci

VcY i]Z egZhZci kVajZ d[ Zhi^bViZY [jijgZ XVh] [adlh+ O]Z ^beV^gbZci adhh ^h gZXdgYZY ^c i]Z >dchda^YViZY NiViZbZci d[ JeZgVi^dch+

Adg [^cVcX^Va VhhZih bZVhjgZY Vi Vbdgi^oZY Xdhi) ^[) ^c V hjWhZfjZci eZg^dY) i]Z Vbdjci d[ i]Z ^beV^gbZci adhh YZXgZVhZh VcY i]Z YZXgZVhZ XVc WZ gZaViZY

dW_ZXi^kZan id Vc ZkZci dXXjgg^c\ V[iZg i]Z ^beV^gbZci lVh gZXd\c^oZY) i]Z ^beV^gbZci adhh ^h gZkZghZY i]gdj\] egd[^i dg adhh id i]Z ZmiZci i]Vi i]Z

XVggn^c\ Vbdjci d[ i]Z ^ckZhibZci Vi i]Z YViZ i]Z ^beV^gbZci ^h gZkZghZY YdZh cdi ZmXZZY l]Vi i]Z Vbdgi^oZY Xdhi ldjaY ]VkZ WZZc ]VY i]Z ^beV^gbZci

cdi ]VkZ WZZc gZXd\c^oZY+ Dc gZheZXi id <AN Zfj^in hZXjg^i^Zh) ^beV^gbZci adhhZh egZk^djhan gZXd\c^oZY ^c egd[^i dg adhh VgZ cdi gZkZghZY i]gdj\] egd[^i

dg adhh+ <cn ^cXgZVhZh ^c [V^g kVajZ hjWhZfjZci id Vc ^beV^gbZci adhh ^h gZXd\c^oZY ^c di]Zg XdbegZ]Zch^kZ ^cXdbZ+ Dc gZheZXi d[ <AN YZWi hZXjg^i^Zh)

^beV^gbZci adhhZh VgZ hjWhZfjZcian gZkZghZY i]gdj\] egd[^i dg adhh ^[ Vc ^cXgZVhZ ^c i]Z [V^g kVajZ d[ i]Z ^ckZhibZci XVc WZ dW_ZXi^kZan gZaViZY id Vc ZkZci

dXXjgg^c\ V[iZg i]Z gZXd\c^i^dc d[ i]Z ^beV^gbZci adhh+ O]Z gZkZghVa XVccdi ZmXZZY i]Z ^beV^gbZci ZmeZchZ Vbdjci+ O]Z Vbdjci d[ gZkZghVa ^h gZXdgYZY

^c i]Z >dchda^YViZY NiViZbZci d[ JeZgVi^dch+

<i ZVX] gZedgi^c\ YViZ) dg l]ZcZkZg ZkZcih dg X]Vc\Zh ^c X^gXjbhiVcXZh ^cY^XViZ i]Vi i]Z XVggn^c\ Vbdjci bVn cdi WZ gZXdkZgVWaZ) cdc*[^cVcX^Va VhhZih

i]Vi VgZ bZVhjgZY Vi Vbdgi^oZY Xdhi VgZ gZk^ZlZY [dg ^beV^gbZci+ <c ^beV^gbZci adhh ^h gZXd\c^oZY [dg i]Z Vbdjci Wn l]^X] i]Z VhhZixh XVggn^c\ Vbdjci

ZmXZZYh ^ih gZXdkZgVWaZ Vbdjci+ O]Z gZXdkZgVWaZ Vbdjci ^h i]Z ]^\]Zg d[ Vc VhhZixh [V^g kVajZ aZhh Xdhih id hZaa VcY kVajZ ^c jhZ+

ix. Classification of Financial Instruments

<XXgjZY ^ckZhibZci ^cXdbZ) gZ^chjgVcXZ gZXZ^kVWaZ VcY di]Zg VhhZih ]VkZ WZZc XaVhh^[^ZY Vh adVch VcY gZXZ^kVWaZh+ ?jZ id gZaViZY eVgin) gZ^chjgVcXZ

eVnVWaZ) VcY VXXdjcih eVnVWaZ VcY VXXgjZY a^VW^a^i^Zh ]VkZ WZZc XaVhh^[^ZY Vh di]Zg [^cVcX^Va a^VW^a^i^Zh+ GdVch VcY gZXZ^kVWaZh VcY di]Zg a^VW^a^i^Zh VgZ

bZVhjgZY Vi Vbdgi^oZY Xdhi+ Adg i]ZhZ ^iZbh) XVggn^c\ kVajZ Veegdm^bViZh [V^g kVajZ YjZ id i]Z^g h]dgi*iZgb cVijgZ+

x. Leases

DAMN .3 GZVhZh %uDAMN .3v& heZX^[^Zh ]dl id gZXd\c^oZ) bZVhjgZ) egZhZci VcY Y^hXadhZ aZVhZh+ O]Z hiVcYVgY egdk^YZh V h^c\aZ aZhhZZ VXXdjci^c\ bdYZa)

gZfj^g^c\ aZhhZZh id gZXd\c^oZ VhhZih VcY a^VW^a^i^Zh [dg Vaa aZVhZh+
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O]Z >dbeVcn VhhZhhZh l]Zi]Zg V XdcigVXi ^h) dg XdciV^ch) V aZVhZ WVhZY dc l]Zi]Zg i]Z XdcigVXi XdckZnh i]Z g^\]i id Xdcigda i]Z jhZ d[ Vc ^YZci^[^ZY VhhZi

[dg V eZg^dY d[ i^bZ ^c ZmX]Vc\Z [dg Xdch^YZgVi^dc+

D[ V XdcigVXi XdciV^ch V aZVhZ) i]Z >dbeVcn l^aa gZXd\c^oZ V g^\]i*d[*jhZ %uMJPv& VhhZi VcY V aZVhZ a^VW^a^in Vi i]Z aZVhZ XdbbZcXZbZci YViZ+ O]Z MJP

VhhZi VcY aZVhZ a^VW^a^in VgZ ^c^i^Vaan bZVhjgZY Vh Vc Vbdjci ZfjVa id i]Z egZhZci kVajZ d[ i]Z gZbV^c^c\ aZVhZ eVnbZcih dkZg i]Z aZVhZ+ O]Z Y^hXdjci gViZ

jhZY ^h i]Z ^ciZgZhi gViZ ^bea^X^i ^c i]Z aZVhZ dg) ^[ i]Vi gViZ XVccdi WZ gZVY^an YZiZgb^cZY) i]Z >dbeVcnxh ^cXgZbZciVa Wdggdl^c\ gViZ+ BZcZgVaan) i]Z

>dbeVcn jhZh ^ih ^cXgZbZciVa Wdggdl^c\ gViZ Vh i]Z Y^hXdjci gViZ+

<h d[ ?ZXZbWZg 0.) /-/-) i]Z >dbeVcn ]Vh dcZ aZVhZ+ O]Z >dbeVcn aZVhZh Vc d[[^XZ hj^iZ [dg ^ih dlc jhZ+ <h d[ ?ZXZbWZg 0.) /-/-) i]Z aZVhZ ]Vh V

gZbV^c^c\ iZgb d[ 1+2 nZVgh+

O]Z MJP ^h YZegZX^ViZY id i]Z ZVga^Zg d[ i]Z ZcY d[ i]Z jhZ[ja a^[Z dg aZVhZ iZgb jh^c\ i]Z higV^\]i*a^cZ bZi]dY Vh i]^h gZ[aZXih i]Z ZmeZXiZY eViiZgc d[ jhZ+

<i ZVX] gZedgi^c\ YViZ) i]Z >dbeVcn VhhZhhZh l]Zi]Zg i]ZgZ ^h Vcn ^cY^XVi^dc i]Vi i]Z MJP VhhZi bVn WZ ^beV^gZY+ D[ Vc ^beV^gbZci ^cY^XVidg Zm^hih)

i]Zc i]Z >dbeVcn l^aa VY_jhi i]Z kVajZ d[ i]Z MJP VhhZi id ^ih gZXdkZgVWaZ Vbdjci VcY Vc ^beV^gbZci adhh ^h gZXd\c^oZY+

O]Z aZVhZ a^VW^a^in ^h hjWhZfjZcian bZVhjgZY Wn ^cXgZVh^c\ i]Z XVggn^c\ Vbdjci id gZ[aZXi ^ciZgZhi dc i]Z aZVhZ a^VW^a^in %jh^c\ i]Z Z[[ZXi^kZ ^ciZgZhi

bZi]dY& VcY Wn gZYjX^c\ i]Z XVggn^c\ Vbdjci id gZ[aZXi i]Z aZVhZ eVnbZcih bVYZ+ Di ^h gZbZVhjgZY l]Zc i]ZgZ ^h V X]Vc\Z ^c [jijgZ aZVhZ eVnbZcih

Vg^h^c\ [gdb V X]Vc\Z ^c gViZh dg i]ZgZ ^h V X]Vc\Z ^c i]Z >dbeVcnxh Zhi^bViZ d[ i]Z Vbdjci ZmeZXiZY id WZ eVnVWaZ+

xi. Insurance contract liabilities

G^VW^a^i^Zh [dg ^chjgVcXZ XdcigVXih VgZ YZiZgb^cZY jh^c\ i]Z >VcVY^Vc <hhZi G^VW^a^in HZi]dY %u><GHv&) ^c VXXdgYVcXZ l^i] i]Z hiVcYVgYh d[ i]Z

>VcVY^Vc Dchi^ijiZ d[ <XijVg^Zh %u>D<v& VcY Vh eZgb^iiZY Wn DAMN 1 DchjgVcXZ >dcigVXih %uDAMN 1v&+

>dcigVXi XaVhh^[^XVi^dch

>dcigVXih jcYZg l]^X] i]Z >dbeVcn VXXZeih h^\c^[^XVci ^chjgVcXZ g^h` [gdb V eda^Xn]daYZg VgZ XaVhh^[^ZY Vh ^chjgVcXZ XdcigVXih ^c VXXdgYVcXZ l^i] DAMN

1 dc i]Z >dchda^YViZY NiViZbZci d[ A^cVcX^Va Kdh^i^dc+ < XdcigVXi ^h Xdch^YZgZY id ]VkZ h^\c^[^XVci ^chjgVcXZ g^h` ^[) VcY dcan ^[) Vc ^chjgZY ZkZci XdjaY

XVjhZ Vc ^chjgZg id bV`Z h^\c^[^XVci VYY^i^dcVa eVnbZcih ^c Vcn hXZcVg^d) ZmXajY^c\ hXZcVg^dh i]Vi aVX` XdbbZgX^Va hjWhiVcXZ Vi i]Z ^cXZei^dc d[ i]Z

XdcigVXi+ >dcigVXih jcYZg l]^X] i]Z >dbeVcn YdZh cdi VXXZei h^\c^[^XVci ^chjgVcXZ g^h` VgZ XaVhh^[^ZY Vh Z^i]Zg ^ckZhibZci XdcigVXih dg Xdch^YZgZY V

hZgk^XZ XdcigVXi VcY VgZ VXXdjciZY [dg ^c VXXdgYVcXZ l^i] D<N 06 A^cVcX^Va DchigjbZcih7 MZXd\c^i^dc VcY HZVhjgZbZci dg DAMN .2 MZkZcjZ [gdb

>dcigVXih l^i] >jhidbZgh) gZheZXi^kZan+ JcXZ V XdcigVXi ]Vh WZZc XaVhh^[^ZY Vh Vc ^chjgVcXZ XdcigVXi) ^i gZbV^ch Vc ^chjgVcXZ XdcigVXi [dg i]Z gZbV^cYZg

d[ ^ih iZgb) ZkZc ^[ i]Z ^chjgVcXZ g^h` gZYjXZh h^\c^[^XVcian Yjg^c\ i]Z nZVg) jcaZhh Vaa g^\]ih VcY dWa^\Vi^dch VgZ Zmi^c\j^h]ZY dg Zme^gZ+ DckZhibZci

XdcigVXih XVc WZ gZXaVhh^[^ZY Vh ^chjgVcXZ XdcigVXih ^[ ^chjgVcXZ g^h` hjWhZfjZcian WZXdbZh h^\c^[^XVci+

HZVhjgZbZci

DchjgVcXZ XdcigVXi a^VW^a^i^Zh gZegZhZci i]Z Vbdjci gZfj^gZY id egdk^YZ [dg [jijgZ WZcZ[^ih eVnbZcih VcY VYb^c^higVi^kZ ZmeZchZh dc eda^X^Zh ^c [dgXZ l^i]

i]Z >dbeVcn+ DchjgVcXZ XdcigVXi a^VW^a^i^Zh VgZ egZhZciZY \gdhh
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d[ gZ^chjgVcXZ VhhZih dc i]Z >dchda^YViZY NiViZbZci d[ A^cVcX^Va Kdh^i^dc+ O]Z >dbeVcnxh <eed^ciZY <XijVgn ^h gZhedch^WaZ [dg YZiZgb^c^c\ i]Z Vbdjci

d[ ^chjgVcXZ XdcigVXi a^VW^a^i^Zh ^c VXXdgYVcXZ l^i] hiVcYVgYh ZhiVWa^h]ZY Wn i]Z >D<+ DchjgVcXZ XdcigVXi a^VW^a^i^Zh ]VkZ WZZc YZiZgb^cZY jh^c\ ><GH Vh

eZgb^iiZY Wn DAMN 1+ Di ^h jhZY id YZiZgb^cZ ^chjgVcXZ XdcigVXi a^VW^a^i^Zh VcY ^cXdgedgViZh WZhi*Zhi^bViZ Vhhjbei^dch [dg adc\Zk^in) [jijgZ ^ckZhibZci

n^ZaYh) VYb^c^higVi^dc Xdhih) bVg\^ch [dg VYkZghZ YZk^Vi^dc VcY ^c[aVi^dc+ HVg\^ch [dg VYkZghZ YZk^Vi^dc VgZ cZXZhhVgn id egdk^YZ [dg edhh^W^a^i^Zh d[

b^hZhi^bVi^dc VcY [jijgZ YZiZg^dgVi^dc ^c i]Z WZhi Zhi^bViZ Vhhjbei^dch VcY egdk^YZ gZVhdcVWaZ VhhjgVcXZ i]Vi ^chjgVcXZ XdcigVXi a^VW^a^i^Zh XdkZg V gVc\Z

d[ edhh^WaZ djiXdbZh+ HVg\^ch VgZ gZk^ZlZY eZg^dY^XVaan [dg Xdci^cjZY Veegdeg^ViZcZhh+

O]Z >dbeVcn ]Vh YZh^\cViZY ^ckZhiZY VhhZih hjeedgi^c\ ^chjgVcXZ XdcigVXi a^VW^a^i^Zh Vh AQOKG dg Vh adVch VcY gZXZ^kVWaZh+ N^cXZ i]Z kVajZ d[ i]Z

^chjgVcXZ XdcigVXi a^VW^a^i^Zh ^h YZiZgb^cZY Wn gZ[ZgZcXZ id i]Z VhhZih hjeedgi^c\ i]dhZ a^VW^a^i^Zh) X]Vc\Zh ^c i]Z ^chjgVcXZ XdcigVXi a^VW^a^i^Zh d[[hZi V

h^\c^[^XVci edgi^dc d[ i]Z X]Vc\Zh ^c [V^g kVajZ d[ i]ZhZ AQOKG VhhZih gZXdgYZY ^c cZi ^cXdbZ %adhh&+

xii. Reinsurance

=<>) ^c i]Z cdgbVa XdjghZ d[ Wjh^cZhh) ^h Vahd V jhZg d[ gZ^chjgVcXZ ^c dgYZg id a^b^i i]Z ediZci^Va [dg adhhZh Vg^h^c\ [gdb XZgiV^c ZmedhjgZh+ Od i]Z ZmiZci

i]Vi i]^gY eVgin gZ^chjgZgh VgZ jcVWaZ id bZZi i]Z^g dWa^\Vi^dch) =<> gZbV^ch a^VWaZ id ^ih eda^Xn]daYZgh [dg i]Z edgi^dc gZ^chjgZY+ <i ZVX] gZedgi^c\ YViZ)

i]Z gZ^chjgVcXZ VhhZi VcY gZ^chjgVcXZ gZXZ^kVWaZ) ^[ Vcn) VgZ iZhiZY [dg ^beV^gbZci+ D[ i]ZgZ ^h dW_ZXi^kZ Zk^YZcXZ i]Vi i]Z gZ^chjgVcXZ VhhZi dg gZ^chjgVcXZ

gZXZ^kVWaZ VgZ cdi gZXdkZgVWaZ VcY i]Z ^beVXi d[ i]Z ZkZci XVc WZ gZa^VWan bZVhjgZY) Vc ^beV^gbZci adhh ^h gZXd\c^oZY [dg i]Z Vbdjci Wn l]^X] i]Z

XVggn^c\ Vbdjci ZmXZZYh i]Z gZXdkZgVWaZ Vbdjci+

=<> ]Vh ild ineZh d[ gZ^chjgVcXZ VggVc\ZbZcih+

Gdc\Zk^in gZ^chjgVcXZ

=<> ZciZgh ^cid adc\Zk^in gZ^chjgVcXZ igVchVXi^dch l^i] i]^gY eVgin gZ^chjgZgh+ <h eVgi d[ i]Z V\gZZbZcih) =<> Xdbb^ih id eVn i]Z gZ^chjgZgh V hX]ZYjaZ

d[ [^mZY eVnbZcih gZaVi^c\ id YZ[^cZY WadX`h d[ eda^Xn]daYZg WZcZ[^ih+ Dc gZijgc) i]Z gZ^chjgZgh gZ^bWjghZ i]Z VXijVa Xdhi d[ WZcZ[^i ZmeZchZh dc i]dhZ

WadX`h id =<>+ NZiiaZbZci d[ [^mZY VcY VXijVa eVnbZcih WZilZZc =<> VcY i]Z gZ^chjgZgh VgZ dc V cZi WVh^h+ O]Z Y^[[ZgZcXZ WZilZZc [^mZY VcY VXijVa

eVnbZcih dc eVhi hZgk^XZ ^h gZXd\c^oZY ^c i]Z hVbZ eZg^dY Vh i]Z gZaViZY XaV^b ^h ^cXjggZY l^i]^c WZcZ[^ih XZYZY ^c i]Z >dchda^YViZY NiViZbZci d[

JeZgVi^dch+ <cn jchZiiaZY Vbdjcih dc eVhi hZgk^XZ [gdb i]Z gZ^chjgZgh ^h gZXd\c^oZY Vh V gZ^chjgVcXZ gZXZ^kVWaZ dg eVnVWaZ ^c i]Z >dchda^YViZY

NiViZbZci d[ A^cVcX^Va Kdh^i^dc+

=<> ^h a^VWaZ [dg gZ^chjgVcXZ [ZZh [dg i]Z igVchVXi^dch+ O]Z [ZZh VgZ gZXd\c^oZY Vh ^cXjggZY VcY VgZ ^cXajYZY ^c XZYZY egZb^jbh ^c i]Z >dchda^YViZY

NiViZbZci d[ JeZgVi^dch+

O]Z WZcZ[^ih id l]^X] =<> ^h Zci^iaZY jcYZg ^ih gZ^chjgVcXZ igVchVXi^dch VgZ gZXd\c^oZY Vh gZ^chjgVcXZ VhhZih ^c i]Z >dchda^YViZY NiViZbZci d[ A^cVcX^Va

Kdh^i^dc VcY X]Vc\Z ^c ^chjgVcXZ XdcigVXi a^VW^a^i^Zh XZYZY dc i]Z >dchda^YViZY NiViZbZci d[ JeZgVi^c\ MZhjaih+

LjdiV h]VgZ gZ^chjgVcXZ

=<> ZciZgh ^cid fjdiV h]VgZ gZ^chjgVcXZ igVchVXi^dch l^i] i]^gY*eVgin gZ^chjgZgh+ O]Z V\gZZbZci XdkZgh eda^Xn]daYZg WZcZ[^ih [dg V egdedgi^dc d[

Wjh^cZhh gZ^chjgZY+ O]Z egdedgi^dc kVg^Zh [dg XZgiV^c Y^hXgZiZ WadX`h d[
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Wjh^cZhh+ <i i]Z ^cXZei^dc d[ ZVX] fjdiV h]VgZ gZ^chjgVcXZ XdcigVXi) KgZb^jbh XZYZY VcY V XdggZhedcY^c\ YZXgZVhZ ^c XVh] dg eVnVWaZ ^h gZXd\c^oZY ^c

egdedgi^dc id i]Z Wjh^cZhh gZ^chjgZY Wn i]Z ZmiZgcVa gZ^chjgZg+ =<> gZXd\c^oZh V gZ^chjgVcXZ VhhZi dc i]Z >dchda^YViZY NiViZbZci d[ A^cVcX^Va Kdh^i^dc

VcY X]Vc\Z ^c ^chjgVcXZ XdcigVXi a^VW^a^i^Zh XZYZY dc i]Z >dchda^YViZY NiViZbZci d[ JeZgVi^c\ MZhjaih+ O]Z WZcZ[^ih id l]^X] =<> ^h Zci^iaZY jcYZg ^ih

gZ^chjgVcXZ XdcigVXih VgZ gZXd\c^oZY Vh gZ^chjgVcXZ VhhZih+

O]Z gZ^chjgZg ^h Xdbb^iiZY id eVn =<> V egdedgi^dc d[ VXijVa WZcZ[^i ZmeZchZh+ O]Z Vbdjcih VgZ gZedgiZY ^c WZcZ[^ih XZYZY ^c i]Z hVbZ eZg^dY Vh i]Z

gZaViZY WZcZ[^i ZmeZchZ ^h ^cXjggZY+ Dc XVhZh l]ZgZ i]Z WZcZ[^i eVnbZcih VgZ YjZ Wji cdi [jaan gZXZ^kZY [gdb i]Z gZ^chjgZg) =<> l^aa gZXd\c^oZ V

gZ^chjgVcXZ gZXZ^kVWaZ+ Dc XVhZh l]ZgZ WZcZ[^i eVnbZcih VgZ YjZ) Wji Vbdjcih VgZ gZXZ^kZY ^c ZmXZhh [gdb i]Z gZ^chjgZg) =<> l^aa gZXd\c^oZ V

gZ^chjgVcXZ eVnVWaZ+

PcYZg gZ^chjgVcXZ XdcigVXih l^i] jcgZ\^hiZgZY gZ^chjgZgh) VhhZih VgZ gZfj^gZY id WZ eaZY\ZY id =<> ^c dgYZg id hZXjgZ eVnbZci d[ a^VW^a^i^Zh jcYZg i]Z

gZ^chjgVcXZ V\gZZbZci+ PcgZ\^hiZgZY gZ^chjgZgh VgZ gZ^chjgZgh l]^X] VgZ cdi gZ\jaViZY Wn JNAD+ O]Z eaZY\ZY VhhZih VgZ ]ZaY ^c >VcVYV Wn V >VcVY^Vc

[^cVcX^Va ^chi^iji^dc i]Vi ^h cdi V[[^a^ViZY l^i] i]Z i]^gY eVgin gZ^chjgZg+ =<> bV^ciV^ch V kVa^Y VcY Zc[dgXZVWaZ hZXjg^in ^ciZgZhi i]Vi ]Vh eg^dg^in dkZg Vcn

di]Zg hZXjg^in ^ciZgZhi ^c i]Z XdaaViZgVa+ Dc i]Z ZkZci d[ YZ[Vjai Wn i]Z gZ^chjgZg) =<> ]Vh i]Z g^\]i id a^fj^YViZ dg iV`Z aZ\Va edhhZhh^dc d[ i]ZhZ VhhZih) ^c V

i^bZan bVccZg+

<i ZVX] gZedgi^c\ YViZ) i]Z gZ^chjgVcXZ VhhZi VcY gZ^chjgVcXZ gZXZ^kVWaZ) ^[ Vcn) VgZ iZhiZY [dg ^beV^gbZci+ D[ i]ZgZ ^h dW_ZXi^kZ Zk^YZcXZ i]Vi i]Z

gZ^chjgVcXZ VhhZi dg gZ^chjgVcXZ gZXZ^kVWaZ VgZ cdi gZXdkZgVWaZ VcY i]Z ^beVXi d[ i]Z ZkZci XVc WZ gZa^VWan bZVhjgZY) Vc ^beV^gbZci adhh ^h gZXd\c^oZY

[dg i]Z Vbdjci Wn l]^X] i]Z XVggn^c\ Vbdjci ZmXZZYh gZXdkZgVWaZ Vbdjci+

xiii. Premiums

Bgdhh egZb^jbh VgZ gZXd\c^oZY Vh gZkZcjZ l]Zc YjZ VcY XdaaZXi^dc ^h gZVhdcVWan VhhjgZY+ R]Zc egZb^jbh VgZ gZXd\c^oZY) ^chjgVcXZ XdcigVXi a^VW^a^i^Zh

VgZ XdbejiZY) l^i] i]Z gZhjai i]Vi WZcZ[^ih VcY ZmeZchZh VgZ bViX]ZY l^i] hjX] gZkZcjZ+ KgZb^jbh XZYZY VgZ gZXd\c^oZY l]Zc YjZ VcY ^c VXXdgYVcXZ

l^i] i]Z iZgbh d[ i]Z XdcigVXijVa V\gZZbZci WZilZZc i]Z >dbeVcn VcY gZ^chjgZg+ KgZb^jb gZ[jcYh) ^[ Vcn) VgZ gZXd\c^oZY dc Vc VXXgjVa WVh^h+

xiv. Benefits paid

Bgdhh WZcZ[^ih VcY WZcZ[^ih XZYZY VgZ gZXdgYZY ^c i]Z >dchda^YViZY NiViZbZci d[ JeZgVi^dch l]Zc i]Zn VgZ YjZ VcY ^cXjggZY+

xv. Net investment income

DciZgZhi ^cXdbZ ^h XVaXjaViZY jh^c\ i]Z Z[[ZXi^kZ ^ciZgZhi bZi]dY+

?^k^YZcY ^cXdbZ ^h gZXd\c^oZY l]Zc i]Z g^\]i id gZXZ^kZ eVnbZcih ^h ZhiVWa^h]ZY+

MZVa^oZY \V^ch %adhhZh& dc ^ckZhibZcih gZegZhZci i]Z Y^[[ZgZcXZ WZilZZc cZi hVaZ egdXZZYh VcY i]Z ejgX]VhZ eg^XZ+

PcgZVa^oZY \V^ch %adhhZh& dc AQOKG ^ckZhibZcih bZVhjgZ i]Z Y^[[ZgZcXZ WZilZZc i]Z [V^g kVajZ d[ ^ckZhibZcih Vi i]Z ZcY d[ ZVX] gZedgi^c\ YViZ VcY i]Z^g

ejgX]VhZ eg^XZ+ O]Z cZi bdkZbZci gZ[aZXih Wdi] jcgZVa^oZY \V^ch VcY adhhZh gZXd\c^oZY Yjg^c\ i]Z nZVg VY_jhiZY [dg Vcn eg^dg eZg^dY jcgZVa^oZY \V^ch VcY

adhhZh l]^X] ]VkZ WZZc gZVa^oZY ^c i]Z XjggZci VXXdjci^c\ eZg^dY+
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xvi. Income taxes

>jggZci iVm VhhZih VcY a^VW^a^i^Zh VgZ bZVhjgZY Vi i]Z Vbdjci ZmeZXiZY id WZ gZXdkZgZY [gdb dg eV^Y id iVmVi^dc Vji]dg^i^Zh l^i]^c V nZVg+ O]Z iVm gViZh VcY

iVm aVlh jhZY id XdbejiZ i]Z Vbdjcih VgZ i]dhZ i]Vi VgZ ZcVXiZY dg hjWhiVci^kZan ZcVXiZY Vi i]Z ZcY d[ ZVX] nZVg+

?Z[ZggZY ^cXdbZ iVm VhhZih VgZ gZXd\c^oZY id i]Z ZmiZci i]Vi ^i ^h egdWVWaZ i]Vi iVmVWaZ egd[^ih l^aa WZ VkV^aVWaZ V\V^chi l]^X] i]Z jcjhZY iVm adhhZh dg

jcjhZY iVm XgZY^ih XVc WZ ji^a^oZY Wn i]Z >dbeVcn+ Od i]Z ZmiZci i]Vi ^i ^h cdi egdWVWaZ i]Vi iVmVWaZ egd[^i l^aa WZ VkV^aVWaZ V\V^chi l]^X] i]Z jcjhZY iVm

adhhZh dg jcjhZY iVm XgZY^i XVc WZ ji^a^oZY) i]Z YZ[ZggZY iVm VhhZi ^h cdi gZXd\c^oZY+

xvii. Foreign currencies

O]Z >dbeVcnxh [jcXi^dcVa XjggZcXn ^h ><?+ O]Z >dbeVcnxh Xdchda^YViZY [^cVcX^Va hiViZbZcih VgZ egZhZciZY ^c PN? Vh i]Z [jcXi^dcVa XjggZcXn d[ =<H

MZ ^h PN?+ AdgZ^\c XjggZcXn YZcdb^cViZY bdcZiVgn VhhZih VcY a^VW^a^i^Zh d[ i]Z >dbeVcn VgZ igVchaViZY jh^c\ i]Z gViZ d[ ZmX]Vc\Z egZkV^a^c\ Vi i]Z

gZedgi^c\ YViZ VcY cdc*bdcZiVgn VhhZih VcY a^VW^a^i^Zh bZVhjgZY Vi [V^g kVajZ VgZ igVchaViZY Vi i]Z gViZ d[ ZmX]Vc\Z egZkV^a^c\ Vi i]Z YViZ l]Zc i]Z [V^g

kVajZ lVh YZiZgb^cZY+ MZkZcjZh VcY ZmeZchZh VgZ bZVhjgZY Vi VkZgV\Z gViZh Yjg^c\ i]Z eZg^dY+ BV^ch dg adhhZh dc igVchaVi^dc d[ i]ZhZ ^iZbh VgZ ^cXajYZY

^c cZi ^cXdbZ+

Adg ejgedhZh d[ egZhZci^c\ i]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih) VhhZih VcY a^VW^a^i^Zh d[ i]Z >dbeVcn VgZ igVchaViZY jh^c\ i]Z ZmX]Vc\Z gViZ egZkV^a^c\

Vi i]Z gZedgi^c\ YViZ+ MZkZcjZ VcY ZmeZchZh VgZ bZVhjgZY Vi igVchVXi^dcVa dg VkZgV\Z gViZh Yjg^c\ i]Z eZg^dY+ BV^ch dg adhhZh dc igVchaVi^dc d[ i]ZhZ

^iZbh VgZ ^cXajYZY ^c di]Zg XdbegZ]Zch^kZ ^cXdbZ+

xviii. Future accounting policy changes

DAMN .4 DchjgVcXZ >dcigVXih

Dc HVn /-.4) i]Z D<N= ^hhjZY DAMN .4 DchjgVcXZ >dcigVXih %uDAMN .4v& l]^X] l^aa gZeaVXZ DAMN 1 VcY l^aa WZ Veea^ZY gZigdheZXi^kZan+ Dc EjcZ /-/-)

i]Z D<N= egdedhZY Vc VbZcYbZci id DAMN .4 egdk^Y^c\ V dcZ*nZVg YZ[ZggVa dc i]Z Z[[ZXi^kZ YViZ d[ i]Z hiVcYVgY id EVcjVgn .) /-/0+ Dc VYY^i^dc) i]Z

D<N= ZmiZcYZY i]Z ZmZbei^dc [dg ^chjgZgh id Veean DAMN 6 A^cVcX^Va DchigjbZcih %uDAMN 6v&) hd i]Vi Wdi] DAMN 6 VcY DAMN .4 l^aa ]VkZ i]Z hVbZ

Z[[ZXi^kZ YViZ+ JNAD ZmeZXih a^[Z ^chjgZgh id VYdei DAMN 6 VcY DAMN .4 h^bjaiVcZdjhan [dg eZg^dYh WZ\^cc^c\ dc dg V[iZg EVcjVgn .) /-/0+

DAMN .4 hZih dji i]Z gZfj^gZbZcih [dg i]Z gZXd\c^i^dc) bZVhjgZbZci) egZhZciVi^dc VcY Y^hXadhjgZh d[ ^chjgVcXZ XdcigVXih V XdbeVcn ^hhjZh VcY

gZ^chjgVcXZ XdcigVXih ^i ]daYh+

O]Z [jijgZ egd[^i [dg egdk^Y^c\ ^chjgVcXZ XdkZgV\Z ^h gZXd\c^oZY ^c egd[^i dg adhh dkZg i^bZ Vh i]Z ^chjgVcXZ XdkZgV\Z ^h egdk^YZY+

DAMN .4 l^aa V[[ZXi ]dl i]Z >dbeVcn VXXdjcih [dg ^ih ^chjgVcXZ XdcigVXih VcY ]dl ^i gZedgih [^cVcX^Va eZg[dgbVcXZ ^c i]Z >dchda^YViZY NiViZbZci d[

JeZgVi^dch+ O]Z >dbeVcn Xdci^cjZh id VhhZhh i]Z ^beVXi [dg DAMN .4) l]^X] ^h ZmeZXiZY id WZ h^\c^[^XVci dc i]Z i^b^c\ d[ ZVgc^c\h gZXd\c^i^dc) Vh lZaa

Vh egZhZciVi^dc VcY Y^hXadhjgZ) [dg ^ih ^chjgVcXZ XdcigVXih+
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DAMN 6 A^cVcX^Va DchigjbZcih

Dc Ejan /-.1) i]Z D<N= ejWa^h]ZY i]Z XdbeaZiZ kZgh^dc d[ DAMN 6) l]^X] ^h Z[[ZXi^kZ [dg VccjVa eZg^dYh WZ\^cc^c\ dc dg V[iZg EVcjVgn .) /-.5) l^i]

gZigdheZXi^kZ Veea^XVi^dc VcY gZeaVXZh D<N 06+ DAMN 6 egdk^YZh X]Vc\Zh id i]Z XaVhh^[^XVi^dc VcY bZVhjgZbZci d[ [^cVcX^Va VhhZih VcY a^VW^a^i^Zh) Vc

ZmeZXiZY XgZY^i adhh bdYZa i]Vi gZeaVXZh i]Z Zm^hi^c\ ^cXjggZY adhh ^beV^gbZci bdYZa VcY cZl ]ZY\Z VXXdjci^c\ \j^YVcXZ+

O]Z >dbeVcn ]Vh YZ[ZggZY i]Z ^beaZbZciVi^dc d[ DAMN 6 jci^a DAMN .4 ^h VYdeiZY dc EVcjVgn .) /-/0 dc i]Z WVh^h i]Vi i]Z >dbeVcnxh VXi^k^i^Zh VgZ

egZYdb^cVcian XdccZXiZY l^i] ^chjgVcXZ) l^i] ^chjgVcXZ XdcigVXi a^VW^a^i^Zh bV`^c\ je dkZg 66# d[ i]Z >dbeVcnxh OdiVa a^VW^a^i^Zh+

O]Z Y^hXadhjgZ [dg i]Z bZVhjgZbZci VcY XaVhh^[^XVi^dc d[ i]Z >dbeVcnxh ^ckZhibZcih egdk^YZh bdhi d[ i]Z ^c[dgbVi^dc gZfj^gZY Wn DAMN 6+O]Z

>dbeVcn ^h XjggZcian VhhZhh^c\ i]Z ^beVXi d[ ^beaZbZci^c\ DAMN 6 dc ^ih Xdchda^YViZY [^cVcX^Va hiViZbZcih+

NOTE 3. REINSURANCE RECEIVABLE / PAYABLE

Dc /-/- VcY /-.6) gZ^chjgVcXZ gZXZ^kVWaZ VcY eVnVWaZ gZaViZ id Vbdjcih gZXdkZgVWaZ [gdb dg eVnVWaZ id i]^gY*eVgin gZ^chjgZgh+ <aa Vbdjcih VgZ ZmeZXiZY

id WZ hZiiaZY l^i]^c V nZVg+

NOTE 4. OTHER ASSETS

<N <O ?@>+ 0.
PN" OCJPN<I?N 2020 /-.6

<XXdjcih gZXZ^kVWaZ $ 979  " 15

KgZeV^Y ZmeZchZh   2,867  /)0/6

$3,846  "/)044

<XXdjcih gZXZ^kVWaZ gZaViZ id Vbdjcih gZXdkZgVWaZ [gdb i]^gY eVgi^Zh+ <aa Vbdjcih VgZ ZmeZXiZY id WZ gZXdkZgZY l^i]^c dcZ nZVg+ O]ZhZ [^cVcX^Va

^chigjbZcih VgZ h]dgi*iZgb ^c cVijgZ VcY i]Z^g [V^g kVajZh Veegdm^bViZ XVggn^c\ kVajZh+ KgZeV^Y ZmeZchZh gZaViZh id WZcZ[^i eVnbZcih bVYZ id

eda^Xn]daYZgh ^c VYkVcXZ+

NOTE 5. FINANCIAL INSTRUMENTS

a. Designation

<hhZih hjeedgi^c\ ^chjgVcXZ XdcigVXi a^VW^a^i^Zh VgZ YZh^\cViZY Vh AQOKG dg Vbdgi^oZY Xdhi+ <hhZih hjeedgi^c\ XVe^iVa VcY hjgeajh VgZ XaVhh^[^ZY Vh <AN+

<hhZih l^i] [^mZY dg YZiZgb^cVWaZ eVnbZcih cdi fjdiZY ^c Vc VXi^kZ bVg`Zi VgZ XaVhh^[^ZY Vh Vbdgi^oZY Xdhi+ ?Zg^kVi^kZh VgZ XaVhh^[^ZY Vh ]ZaY [dg igVY^c\

VcY VgZ bZVhjgZY Vh AQOKG+
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b. Summary of cash and cash equivalents, investments and derivative assets and liabilities

O]Z hjbbVgn d[ [^cVcX^Va VhhZih VcY [^cVcX^Va a^VW^a^i^Zh ^h Vh [daadlh7

<N <O ?@>+ 0.
PN" OCJPN<I?N 2020

AQOKG <AN
<bdgi^oZY

>dhi OdiVa

>Vh] VcY XVh] Zfj^kVaZcih

>Vh] " .1).-5 " /)055 " t $ 16,496 

>Vh] Zfj^kVaZcih .2)6-0 0)-3/ t 18,965

OdiVa XVh] VcY XVh] Zfj^kVaZcih 0-)-.. 2)12- t $ 35,461

AdgZ^\c ZmX]Vc\Z [dglVgYh 1)4/0 t t 4,723

>jggZcXn hlVeh . t t 1

DciZgZhi gViZ hlVeh 01 t t 34

=dcY [jijgZh /)11. t t 2,441

OdiVa YZg^kVi^kZ VhhZih 4).66 t t $ 7,199

=dcY

BdkZgcbZci 04/)-/3 /6)-/0 t 401,049

>dgedgViZ VcY di]Zg 40-)64. 03).06 /.).26 788,269

OdiVa YZWi hZXjg^i^Zh .).-/)664 32).3/ /.).26   1,189,318 

OdiVa egZ[ZggZY h]VgZh t 0)-.6 t   3,019 

OdiVa bdgi\V\Zh t t ./5 128

OdiVa ^ckZhibZcih .).-/)664 35).5. /.)/54 1,192,465

AjcYh l^i]]ZaY a^VW^a^i^Zh %./)046& t t (12,379)

=dcY [jijgZh %.//& t t (122)

OdiVa YZg^kVi^kZ a^VW^a^i^Zh %.//& t t (122)

A*.6
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O]Z >dbeVcn ]Vh VhhZhhZY VcY YZiZgb^cZY i]Vi i]Z [V^g kVajZ d[ adVch VcY gZXZ^kVWaZh Veegdm^bViZh i]Z^g XVggn^c\ kVajZh+

<N <O ?@>+ 0.
PN" OCJPN<I?N 2019

AQOKG <AN
<bdgi^oZY

>dhi OdiVa

>Vh] VcY XVh] Zfj^kVaZcih

>Vh] " 2)630 " .)5.- " t $ 7,773 

>Vh] Zfj^kVaZcih 1)563 36/ t 5,588

OdiVa XVh] VcY XVh] Zfj^kVaZcih .-)526 /)2-/ t 13,361

AdgZ^\c ZmX]Vc\Z [dglVgYh /)011 t t 2,344

OdiVa YZg^kVi^kZ VhhZih /)011 t t 2,344

=dcY

BdkZgcbZci .42)23/ /2)--2 t 200,567

>dgedgViZ VcY di]Zg 114).35 /6).0/ /.)0-6 497,609

OdiVa YZWi hZXjg^i^Zh 3//)40- 21).04 /.)0-6   698,176 

OdiVa egZ[ZggZY h]VgZh t /)54/ t   2,872 

OdiVa bdgi\V\Zh t t 16- 490

OdiVa ^ckZhibZcih 3//)40- 24)--6 /.)466 701,538

=dcY [jijgZh %33.& t t   (661) 

OdiVa YZg^kVi^kZ a^VW^a^i^Zh %33.& t t (661)

O]Z >dbeVcn ]Vh VhhZhhZY VcY YZiZgb^cZY i]Vi i]Z [V^g kVajZ d[ adVch VcY gZXZ^kVWaZh Veegdm^bViZh i]Z^g XVggn^c\ kVajZh+

c. Fair value hierarchy

DckZhibZcih bZVhjgZY Vi [V^g kVajZ VgZ XaVhh^[^ZY ^c VXXdgYVcXZ l^i] V kVajVi^dc ]^ZgVgX]n i]Vi gZ[aZXih i]Z h^\c^[^XVcXZ d[ i]Z ^cejih jhZY ^c YZiZgb^c^c\

i]Z^g [V^g kVajZ) Vh eZg DAMN .0 AV^g QVajZ HZVhjgZbZci+ PcYZg GZkZa . d[ i]^h ]^ZgVgX]n) [V^g kVajZ ^h YZg^kZY [gdb jcVY_jhiZY fjdiZY eg^XZh ^c VXi^kZ

bVg`Zih [dg ^YZci^XVa ^ckZhibZcih+ PcYZg GZkZa /) [V^g kVajZ ^h YZg^kZY [gdb bVg`Zi ^cejih i]Vi VgZ Y^gZXian dg ^cY^gZXian dWhZgkVWaZ di]Zg i]Vc jcVY_jhiZY

fjdiZY eg^XZh [dg ^YZci^XVa ^ckZhibZcih+ PcYZg GZkZa 0) [V^g kVajZ ^h YZg^kZY [gdb ^cejih i]Vi VgZ cdi WVhZY dc dWhZgkVWaZ bVg`Zi YViV+

A*/-
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December 31, 2020, 2019 and 2018

O]Z [daadl^c\ hZih dji i]Z [^cVcX^Va VhhZih VcY [^cVcX^Va a^VW^a^i^Zh XaVhh^[^ZY ^c VXXdgYVcXZ l^i] i]Z VWdkZ*bZci^dcZY [V^g kVajZ ]^ZgVgX]n+ <ahd ^cXajYZY

VgZ [^cVcX^Va VhhZih VcY [^cVcX^Va a^VW^a^i^Zh i]Vi VgZ bZVhjgZY Vi Vbdgi^oZY Xdhi+

<N <O ?@>+ 0.
PN" OCJPN<I?N 2020

GZkZa . GZkZa / OdiVa

Financial Assets

AV^g kVajZ i]gdj\] egd[^i dg adhh

>Vh] " .1).-5 " t $ 14,108 

>Vh] Zfj^kVaZcih .2)6-0 t   15,903 

=dcYh t .).-/)663   1,102,996 

?Zg^kVi^kZ VhhZih /)11. 1)425   7,199 

<kV^aVWaZ [dg hVaZ

>Vh] /)055 t   2,388 

>Vh] Zfj^kVaZcih 0)-3/ t   3,062 

=dcYh t 32).3/   65,162 

KgZ[ZggZY N]VgZh 0)-.6 t   3,019 

Total financial assets $ 40,921  $ 1,172,916  $ 1,213,837 

Financial Liabilities

AV^g kVajZ i]gdj\] egd[^i dg adhh

AjcYh l^i]]ZaY a^VW^a^i^Zh t %./)046& $ (12,379) 

?Zg^kVi^kZ a^VW^a^i^Zh t %.//& $ (122) 

Total financial liabilities $ —    $ (12,501)  $ (12,501) 
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<N <O ?@>+ 0.
PN" OCJPN<I?N 2019

GZkZa . GZkZa / OdiVa

Financial Assets

AV^g kVajZ i]gdj\] egd[^i dg adhh

>Vh] " 2)630 " t $ 5,963 

>Vh] Zfj^kVaZcih 1)563 t   4,896 

=dcYh t 3//)40-   622,730 

?Zg^kVi^kZ VhhZih t /)011   2,344 

<kV^aVWaZ [dg hVaZ

>Vh] .)5.- t   1,810 

>Vh] Zfj^kVaZcih 36/ t   692 

=dcYh t 21).04   54,137 

KgZ[ZggZY N]VgZh /)54/ t   2,872 

Total financial assets $16,233  $679,211  $695,444 

Financial Liabilities

AV^g kVajZ i]gdj\] egd[^i dg adhh

?Zg^kVi^kZ a^VW^a^i^Zh " %33.& " t $ (661) 

Total financial liabilities $ (661)  $ —    $ (661) 

O]Z [daadl^c\ iVWaZ hjbbVg^oZh i]Z kVajVi^dc iZX]c^fjZh VcY `Zn ^cejih jhZY ^c i]Z [V^g kVajZ bZVhjgZbZci d[ GZkZa / [^cVcX^Va ^chigjbZcih7

Type of Asset Valuation Techniques and Key Inputs

=dcYh QVajVi^dc bdYZa ^h WVhZY dc fjdiZY eg^XZh d[ h^b^aVg igVYZY hZXjg^i^Zh ^c VXi^kZ bVg`Zih+

Adg ZmVbeaZ) ^ciZgZhi gViZh VcY n^ZaY XjgkZh dWhZgkZY Vi Xdbbdcan fjdiZY ^ciZgkVah)

^bea^ZY kdaVi^a^in) XgZY^i hegZVY VcY bVg`Zi*XdggdWdgViZY ^cejih+

?Zg^kVi^kZ VhhZih,?Zg^kVi^kZ a^VW^a^i^Zh AdgZ^\c XjggZcXn [dglVgY XdcigVXih t Y^hXdjciZY XVh] [adl bdYZa t [dglVgY ZmX]Vc\Z

gViZh %[gdb dWhZgkVWaZ [dglVgY ZmX]Vc\Z gViZh Vi i]Z ZcY d[ i]Z gZedgi^c\ eZg^dY&8

Y^hXdjciZY Vi V XgZY^i VY_jhiZY gViZ+

DciZgZhi gViZ XdcigVXih t Y^hXdjciZY XVh] [adl bdYZa t [dglVgY ^ciZgZhi gViZh %[gdb

dWhZgkVWaZ n^ZaY XjgkZh& VcY Veea^XVWaZ XgZY^i hegZVYh Y^hXdjciZY Vi V XgZY^i VY_jhiZY gViZ+

AjcYh l^i]]ZaY a^VW^a^i^Zh QVajVi^dc bdYZa ^h WVhZY dc fjdiZY eg^XZh d[ h^b^aVg igVYZY hZXjg^i^Zh ^c VXi^kZ bVg`Zih+

Adg ZmVbeaZ) ^ciZgZhi gViZh VcY n^ZaY XjgkZh dWhZgkZY Vi Xdbbdcan fjdiZY ^ciZgkVah)

^bea^ZY kdaVi^a^in) XgZY^i hegZVY VcY bVg`Zi*XdggdWdgViZY ^cejih+

DckZhibZcih bZVhjgZY Vi Vbdgi^oZY Xdhi VgZ ^cY^k^YjVaan ZkVajViZY [dg ^beV^gbZci ^c ZhiVWa^h]^c\ i]Z VaadlVcXZ [dg ^beV^gbZci+ Adg i]Z nZVg ZcYZY

?ZXZbWZg 0.) /-/-) i]Z >dbeVcn gZXdgYZY Vc ^beV^gbZci ZmeZchZ d[ "c^a %/-.6 t "1-3 i]djhVcY&+

A*//
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O]ZgZ lZgZ cd igVch[Zgh WZilZZc GZkZa . VcY GZkZa / VcY i]ZgZ lZgZ cd GZkZa 0 ^ckZhibZcih Yjg^c\ dg [dg i]Z nZVgh ZcYZY ?ZXZbWZg 0.) /-/- VcY /-.6+

d. Net investment income

IZi ^ckZhibZci ^cXdbZ ^h Xdbeg^hZY d[ ^cXdbZ ZVgcZY [gdb i]Z [daadl^c\7

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 /-.6 /-.5

DciZgZhi ^cXdbZ

>Vh] VcY XVh] Zfj^kVaZcih $ 19  " 46 " 03

AQOKG ^ckZhibZcih   28,132  .6)131 6)/04

<AN ^ckZhibZcih   1,320  .)032 656

OdiVa ^ciZgZhi ^cXdbZ   29,471  /-)6-5 .-)/3/

?^k^YZcY ^cXdbZ

<AN ^ckZhibZcih   143  .15 3/

OdiVa Y^k^YZcY ^cXdbZ   143  .15 3/

MZVa^oZY \V^ch %adhhZh& dc ^ckZhibZcih VcY YZg^kVi^kZh

AQOKG ^ckZhibZcih   3,019  6)02. %.)1.5&

?Zg^kVi^kZh   109  %52& %.)--2&

BV^c dc YZgZXd\c^i^dc d[ [^cVcX^Va VhhZih bZVhjgZY Vi Vbdgi^oZY Xdhi   201  t 20

<AN ^ckZhibZcih   32  %31& %.30&

OdiVa gZVa^oZY \V^ch %adhhZh& dc ^ckZhibZcih VcY YZg^kVi^kZh   3,361  6)/-/ %/)200&

PcgZVa^oZY \V^ch %adhhZh& dc ^ckZhibZcih VcY YZg^kVi^kZh

AQOKG ^ckZhibZcih   45,813  /3)-/. %4)/.-&

?Zg^kVi^kZh   5,503  .)-./ 1/2

OdiVa jcgZVa^oZY \V^ch %adhhZh& dc ^ckZhibZcih VcY YZg^kVi^kZh   51,316  /4)-00 %3)452&

DbeV^gbZci ZmeZchZ   —    %1-3& t

DckZhibZci bVcV\Zg [ZZh   (576)  %0/.& %/32&

Total investment income   83,715  23)231 41.

DckZhibZci je[gdci [ZZh   203  200 t

Net investment income $83,918  "24)-64 " 41.

Jc IdkZbWZg .6) /-.5) i]Z >dbeVcn YZgZXd\c^oZY "1)-56+- i]djhVcY d[ [^cVcX^Va VhhZih Vh i]Z g^\]ih id gZXZ^kZ XVh] [adlh VcY g^h`h VcY gZlVgYh d[

dlcZgh]^e ]VkZ WZZc igVch[ZggZY+ O]Z egdXZZYh lZgZ "1).1.+- i]djhVcY) gZhjai^c\ ^c V \V^c d[ "20+- i]djhVcY+
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e. Net investment results from funds withheld

IZi ^ckZhibZci gZhjaih [gdb ARC VhhZih VgZ Viig^WjiVWaZ id i]Z gZ^chjgZg VcY cdi ^cXajYZY ^c i]Z >dbeVcnxh cZi ^cXdbZ [dg i]Z nZVg+ DckZhibZci gZhjaih

[gdb ARC VhhZih VgZ XgZY^iZY id i]Z ARC a^VW^a^i^Zh dc i]Z >dbeVcnxh >dchda^YViZY NiViZbZci d[ JeZgVi^dch VcY ^h Xdbeg^hZY d[ i]Z [daadl^c\7

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 /-.6 /-.5

DciZgZhi ^cXdbZ

AQOKG ^ckZhibZcih   (19)  t t

OdiVa ^ciZgZhi ^cXdbZ Viig^WjiVWaZ id ARC   (19)  t t

MZVa^oZY \V^ch %adhhZh& dc ^ckZhibZcih

AQOKG ^ckZhibZcih   (64)  t t

OdiVa gZVa^oZY \V^ch %adhhZh& dc ^ckZhibZcih Viig^WjiVWaZ id ARC   (64)  t t

IZi \V^ch dc AQOKG YZg^kVi^kZh Viig^WjiZY id ARC   (34)  t t

OdiVa di]Zg ^ckZhibZci ^cXdbZ Viig^WjiZY id ARC   (34)  t t

Net investment results from FWH $(117)  "t "t

f. Derivative financial instruments

O]Z >dbeVcn bVcV\Zh [dgZ^\c XjggZcXn ZmedhjgZ VcY di]Zg bVg`Zi g^h`h VhhdX^ViZY l^i] XZgiV^c VhhZih VcY a^VW^a^i^Zh Wn jh^c\ YZg^kVi^kZ [^cVcX^Va

^chigjbZcih hjX] Vh [dgZ^\c ZmX]Vc\Z [dglVgYh) WdcY [jijgZh) WdcY [dglVgYh VcY ^ciZgZhi gViZ hlVeh+ ?Zg^kVi^kZ [^cVcX^Va ^chigjbZcih VgZ [^cVcX^Va

XdcigVXih l]dhZ kVajZ ^h YZg^kZY [gdb jcYZgan^c\ ^ciZgZhi gViZh) ZmX]Vc\Z gViZh dg di]Zg [^cVcX^Va ^chigjbZcih+

AdgZ^\c ZmX]Vc\Z [dglVgYh VgZ dkZg*i]Z*XdjciZg %JO>& XdcigVXijVa V\gZZbZcih cZ\di^ViZY WZilZZc XdjciZgeVgi^Zh+ AjijgZh XdcigVXih VgZ igVYZY dc Vc

dg\Vc^oZY bVg`Zi VcY VgZ XdcigVXijVa dWa^\Vi^dch id Wjn dg id hZaa V [^cVcX^Va ^chigjbZci Vi V egZYZiZgb^cZY [jijgZ i^bZ Vi V \^kZc eg^XZ+

O]Z cdi^dcVa eg^cX^eVa gZegZhZcih i]Z Vbdjci id l]^X] V gViZ dg eg^XZ ^h Veea^ZY id YZiZgb^cZ i]Z XVh] [adlh id WZ ZmX]Vc\ZY eZg^dY^XVaan VcY YdZh cdi

gZegZhZci XgZY^i ZmedhjgZ+ HVm^bjb XgZY^i g^h` ^h i]Z Zhi^bViZY Xdhi d[ gZeaVX^c\ YZg^kVi^kZ [^cVcX^Va ^chigjbZcih l]^X] ]VkZ V edh^i^kZ kVajZ) h]djaY

i]Z XdjciZgeVgin YZ[Vjai+ <h Vi ?ZXZbWZg 0.) /-/-) i]Z YZg^kVi^kZ XdjciZgeVgin XgZY^i g^h` lVh "4+/ b^aa^dc %/-.6 t "/+0 b^aa^dc& VcY i]Z XdjciZgeVgi^Zh

XgZY^i gVi^c\ lVh <( dg ]^\]Zg %/-.6 t <( dg ]^\]Zg&+
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Idi^dcVa eg^cX^eVa VcY i]Z [V^g kVajZ d[ YZg^kVi^kZh VgZ egZhZciZY ^c i]Z iVWaZ WZadl+

<N <O ?@>+ 0.
PN" OCJPN<I?N 2020

Notional
principal

Fair value
assets

Fair value
liabilities

Collateral
pledged

@mX]Vc\Z igVYZY

=dcY [jijgZh ".6/)-66 " /)11. " t " ./)306

JkZg*i]Z*XdjciZg

AdgZ^\c ZmX]Vc\Z [dglVgYh /02)-4- 1)4/0 %.//& t

=dcY [dglVgYh 1-. . t t

DciZgZhi gViZ hlVeh 3)640 01 t t

Total $434,543  $ 7,199  $ (122)  $ 12,639 

<N <O ?@>+ 0.
PN" OCJPN<I?N 2019

Notional
principal

Fair value
assets

Fair value
liabilities

Collateral
pledged

@mX]Vc\Z igVYZY

=dcY [jijgZh ".21)11. " t " %33.& " 2)-.-

JkZg*i]Z*XdjciZg

AdgZ^\c ZmX]Vc\Z [dglVgYh ./2)-60 /)011 t t

Total $279,534  $ 2,344  $ (661)  $ 5,010 

O]Z >dbeVcn bdc^idgh i]Z [V^g kVajZh d[ WdcY [jijgZh VcY [dglVgYh dc V YV^an WVh^h) l^i] VYY^i^dcVa XVh] XdaaViZgVa dWiV^cZY dg gZ[jcYZY Vh cZXZhhVgn+

=dcY [jijgZh) WdcY [dglVgYh VcY [dgZ^\c ZmX]Vc\Z [dglVgY XdcigVXih bVijgZ ^c aZhh i]Vc ild nZVgh+ DciZgZhi gViZ hlVeh bVijgZ ^c ild nZVgh VcY hZiiaZ dc

V hZb^*VccjVa WVh^h+ ?Zg^kVi^kZh VgZ bZVhjgZY Vi AQOKG VcY VgZ gZedgiZY dc i]Z >dchda^YViZY NiViZbZci d[ A^cVcX^Va Kdh^i^dc Vh ?Zg^kVi^kZ VhhZih dg

?Zg^kVi^kZ a^VW^a^i^Zh+ O]Z [V^g kVajZ d[ ZmX]Vc\Z*igVYZY [jijgZh XdcigVXih ^h YZiZgb^cZY WVhZY dc GZkZa . ^cejih+ JO> [dgZ^\c XjggZcXn [dglVgYh VcY

^ciZgZhi gViZ hlVeh VgZ kVajZY dc i]Z XdcigVXi cdi^dcVa Vbdjcih) l]^X] ^h i]Z Y^[[ZgZcXZ WZilZZc XdcigVXi VcY bVg`Zi gViZh+ O]ZhZ ^cejih VgZ YZg^kZY [gdb

dWhZgkVWaZ bVg`Zi YViV VcY Vh hjX] VgZ XaVhh^[^ZY Vh GZkZa / ^chigjbZcih+

<h Vi ?ZXZbWZg 0.) /-/-) i]Z >dbeVcn ]Vh eaZY\ZY ".0 b^aa^dc d[ [^cVcX^Va VhhZih Vh XdaaViZgVa jcYZg i]Z iZgbh d[ i]Z YZg^kVi^kZ XdcigVXih %/-.6 t

"2+- b^aa^dc&+

Adg Vc VcVanh^h d[ i]Z >dbeVcnxh g^h`h Vg^h^c\ [gdb [^cVcX^Va ^chigjbZcih VcY i]Z eda^X^Zh VcY egdXZYjgZh id bVcV\Z i]ZhZ g^h`h gZ[Zg id IdiZ .- M^h`

HVcV\ZbZci+

g. Securities Sold under Agreements to Repurchase

NZXjg^i^Zh hdaY jcYZg V\gZZbZcih id gZejgX]VhZ VgZ VXXdjciZY [dg Vh XdaaViZgVa^oZY [^cVcX^c\ igVchVXi^dch VcY VgZ gZXdgYZY Vi XdcigVXi eg^XZ+ PcYZg i]ZhZ

V\gZZbZcih) i]Z >dbeVcn bVn hZaa hZXjg^i^Zh [gdb ^ih edgi[da^d [dg eZg^dYh d[ i^bZ+ Dc ZmX]Vc\Z) i]Z >dbeVcn dWiV^ch edhhZhh^dc d[ XVh] [gdb i]Z

[^cVcX^Va ^chi^iji^dc l^i] bVg`Zi
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kVajZh ZfjVa id i]Z eg^cX^eVa Vbdjci hdaY jcYZg i]ZhZ V\gZZbZcih+ <h Vi ?ZXZbWZg 0.) /-/-) i]Z >dbeVcn Y^Y cdi ]VkZ Vbdjcih djihiVcY^c\ jcYZg

gZejgX]VhZ V\gZZbZcih %/-.6 t "c^a&+ Adg i]Z nZVg ZcYZY ?ZXZbWZg 0.) /-/-) ^ciZgZhi ZmeZchZ eV^Y gZaViZY id i]Z jhZ d[ i]Z gZejgX]VhZ V\gZZbZcih lVh

"12 i]djhVcY %/-.6 t ".20 i]djhVcY) /-.5 t "33 i]djhVcY&+

O]Z XVh] gZXZ^kZY Wn i]Z >dbeVcn ^h ZfjVa id i]Z bVg`Zi kVajZ d[ i]Z hZXjg^i^Zh hdaY dc i]Z igVYZ YViZ+ <h Vi ?ZXZbWZg 0.) /-/- VcY /-.6) Vaa d[ i]Z

>dbeVcnxh gZejgX]VhZ V\gZZbZcih bVijgZ l^i]^c ild nZVgh+

h. Summary of Investments

O]Z [daadl^c\ iVWaZ hjbbVg^oZh i]Z >dbeVcnxh ^ckZhibZcih ^c [^cVcX^Va VhhZih7

<N <O ?@>+ 0. PN" OCJPN<I?N 2020 2019

Carrying
Amount Percent

>Vggn^c\
<bdjci KZgXZci

>dgedgViZ =dcYh

>dgedgViZ hZXjg^i^Zh $ 764,482    64%  "135)313 34#

<hhZi WVX`ZY hZXjg^i^Zh   23,787    2%  /5)630 1#

  788,269    66%  164)3-6 4.#

BdkZgcbZci =dcYh

Pc^iZY NiViZh \dkZgcbZci   24,510    2%  .3)5.5 /#

>VcVYV \dkZgcbZci   35,395    3%  .5)501 0#

>VcVYV egdk^cX^Vah   341,144    28%  .31)6.2 /0#

  401,049    33%  /--)234 /5#

?Zg^kVi^kZh

AdgZ^\c ZmX]Vc\Z [dglVgYh   4,723    <1%  /)011 9.#

=dcY [jijgZh   2,441    <1%  t 9.#

Ji]Zg YZg^kVi^kZh   35    <1%  t 9.#

  7,199    1%  /)011 .#

KgZ[ZggZY h]VgZh

>VcVYV XdgedgViZ   3,019    <1%  /)54/ 9.#

Hdgi\V\Zh   128    <1%  16- 9.#

Total $1,199,664    100%  "4-0)55/ .--#
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NOTE 6. PROPERTY AND EQUIPMENT AND ROU ASSET

O]Z >dbeVcnxh egdeZgin VcY Zfj^ebZci VcY MJP VhhZi Xdch^hi d[ i]Z [daadl^c\7

Computers
and office
equipment

Furniture
and

fixtures
Leasehold

improvements Software
ROU
Asset Total

Cost

<h Vi ?ZXZbWZg 0.) /-.5 1. 5/ .-6 .1- 143 515

<YY^i^dch / t /3 4 t 02

<h Vi ?ZXZbWZg 0.) /-.6 " 10 " 5/ " .02 " .14 " 143 " 550

<YY^i^dch) cZi d[ Y^hedhVah %.& 54 /22 32 5// .)//5

AdgZ^\c XjggZcXn igVchaVi^dch + / 6 .6 3 33 .-/

As at December 31, 2020 $ 44  $ 178  $ 409  $ 218  $1,364  $2,213 

Accumulated depreciation

<h Vi ?ZXZbWZg 0.) /-.5 /1 21 22 32 .33 031

>]Vg\Zh [dg i]Z nZVg 3 .. // 12 ..6 /-0

<h Vi ?ZXZbWZg 0.) /-.6 " 0- " 32 " 44 " ..- " /52 " 234

?ZegZX^Vi^dc) cZi d[ Y^hedhVah 5 0 %.3& %24& %20& %..2&

AdgZ^\c XjggZcXn igVchaVi^dch + . / t t %1.& %05&

As at December 31, 2020 $ 39  $ 70  $ 61  $ 53  $ 191  $ 414 

Carrying amount

December 31, 2020 $ 5  $ 108  $ 348  $ 165  $1,173  $1,799 

?ZXZbWZg 0.) /-.6 .0 .4 25 04 .6. 0.3

NOTE 7. RELATED PARTY TRANSACTIONS

Jc HVgX] .-) /-/-) i]Z >dbeVcn ZciZgZY ^cid V aZVhZ VggVc\ZbZci l^i] =gdd`[^ZaY KgdeZgi^Zh %>VcVYV& DcX+ %u=KJv&) V gZaViZY eVgin d[ =<H+ O]Z

aZVhZ VggVc\ZbZci lVh XdcYjXiZY ^c i]Z cdgbVa XdjghZ d[ deZgVi^dch VcY dc bVg`Zi iZgbh+ O]Z Vbdjci eV^Y id =KJ [dg i]Z aZVhZY d[[^XZ [VX^a^i^Zh VcY

Wj^aY^c\ bV^ciZcVcXZ [dg /-/- idiVaZY "/0- i]djhVcY %/-.6 t "I^a&+

Dc HVn /-/-) V adVc id >VgYdcZ DcYjhig^Zh) DcX+ lVh Zmi^c\j^h]ZY VcY gZeaVXZY l^i] lVggVcih d[ >VgYdcZ KVgicZgh) GK+ NjWhZfjZcian) i]Z >dbeVcn

ZciZgZY ^cid V hVaZ igVchVXi^dc l^i] =gdd`[^ZaY Kg^kViZ @fj^in ?^gZXi DckZhibZcih CdaY^c\h GK %u=K@?DCv& gZaVi^c\ id ^ih lVggVcih ^c >VgYdcZ KVgicZgh)

GK+ O]Z Vbdjci eV^Y Wn =K@?DC id i]Z >dbeVcn lVh "2)632 i]djhVcY gZhjai^c\ ^c V \V^c d[ ".62 i]djhVcY+ <h Vi ?ZXZbWZg 0.) /-/-) Vaa Vbdjcih

lZgZ XdaaZXiZY+ O]ZgZ lZgZ cd igVchVXi^dch ^c /-.6 l^i] =K@?DC+

O]Z >dbeVcn ZciZgZY ^cid djihdjgX^c\ VggVc\ZbZcih l^i] =<H gZaViZY id ^c[dgbVi^dc iZX]cdad\n) ^ckZhibZci [jcY bVcV\ZbZci) Wj^aY^c\ bV^ciZcVcXZ)

VcY ^ciZgcVa VjY^i hZgk^XZh+ O]Z Vbdjci eV^Y id =<H [dg i]ZhZ hZgk^XZh [dg i]Z nZVg ZcYZY ?ZXZbWZg 0.) /-/- idiVaZY "1.. i]djhVcY %/-.6 t

"022 i]djhVcY) /-.5 t "0.2 i]djhVcY&+ <bdjcih YjZ id =<H gZaViZY id djihdjgX^c\ VggVc\ZbZcih Vi ?ZXZbWZg 0.) /-/- idiVaZY "c^a %/-.6 t "/5

i]djhVcY&+

O]Z >dbeVcn ZciZgZY ^cid YZg^kVi^kZ VggVc\ZbZcih gZaViZY id [dgZ^\c ZmX]Vc\Z [dglVgYh VcY ^ciZgZhi gViZ hlVeh l^i] i]^gY eVgin [^cVcX^Va ^chi^iji^dch

i]gdj\] =<H+ <bdjcih djihiVcY^c\ gZaViZY id jchZiiaZY YZg^kVi^kZ
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VggVc\ZbZcih Vi ?ZXZbWZg 0.) /-/- idiVaZY "4+/ b^aa^dc %/-.6 t "/+. b^aa^dc&+ O]Z Vbdjcih lZgZ gZeV^Y ^c [jaa dc hZiiaZbZci+

GVhian) i]Z >dbeVcn ]Vh V >"2- b^aa^dc gZkdak^c\ YZbVcY XgZY^i [VX^a^in l^i] =<H i]Vi bVijgZh Vi i]Z ZVga^Zg d[ l]Zc gZeVnbZci ^h YZbVcYZY dg

bVijg^in+ O]Z [VX^a^in ^h gZcZlZY VccjVaan [dg i]Z eZg^dY d[ dcZ nZVg+ O]Z [VX^a^inxh XjggZci bVijg^in ^h ?ZXZbWZg /-/.+ O]Z [VX^a^in ^h jchZXjgZY VcY

WZVgh ^ciZgZhi Vi V bdcZn bVg`Zi gViZ eajh V bVg\^c+ <h Vi ?ZXZbWZg 0.) /-/-) i]ZgZ lZgZ cd Vbdjcih dl^c\ jcYZg i]Z [VX^a^in %/-.6 t "c^a&+ DciZgZhi

ZmeZchZ eV^Y ^c /-/- gZaVi^c\ id i]Z jhZ d[ i]Z XgZY^i [VX^a^in l^i] =<H lVh "c^a %/-.6 t "c^a) /-.5 t "0. i]djhVcY&+

Key management personnel

FZn bVcV\ZbZci eZghdccZa VgZ i]dhZ eZghdch ]Vk^c\ Vji]dg^in VcY gZhedch^W^a^in [dg eaVcc^c\) Y^gZXi^c\ VcY Xdcigdaa^c\ i]Z VXi^k^i^Zh d[ i]Z >dbeVcn)

Y^gZXian dg ^cY^gZXian) ^cXajY^c\ Vcn Y^gZXidg d[ i]Z >dbeVcn+

Adg i]Z nZVg ZcYZY ?ZXZbWZg 0.) /-/-) h]dgi*iZgb ZbeadnZZ WZcZ[^ih lZgZ eV^Y id `Zn bVcV\ZbZci eZghdccZa ^c i]Z Vbdjci d[ ".+1 b^aa^dc %/-.6 t

".+0 b^aa^dc) /-.5 t ".+0 b^aa^dc&+

NOTE 8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

O]Z >dbeVcnxh VXXdjcih eVnVWaZ VcY VXXgjZY a^VW^a^i^Zh Xdch^hi d[ i]Z [daadl^c\7

<N <O ?@>+ 0.
PN" OCJPN<I?N 2020 2019

KgZb^jb dl^c\ id eZch^dc eaVch $1,269  ".)540

<XXgjZY a^VW^a^i^Zh   2,162  322

GZVhZ a^VW^a^i^Zh   1,246  .65

OgVYZ eVnVWaZh   94  445

Ji]Zg   —    13

Total accounts payable and accrued liabilities $4,771  $3,550 

?ZiV^ah gZaVi^c\ id i]Z >dbeVcnxh aZVhZ a^VW^a^i^Zh WVaVcXZ) l]^X] ^h gZedgiZY l^i]^c <XXdjcih eVnVWaZ VcY VXXgjZY a^VW^a^i^Zh) ^h Vh [daadlh7

<N <O ?@>+ 0.
PN" OCJPN<I?N 2020 2019

GZhh i]Vc dcZ nZVg $ 316  ".11

JcZ id [^kZ nZVgh   1,052  /-1

Total undiscounted lease liabilities $1,368  $348 

DciZgZhi ZmeZchZ dc aZVhZ dWa^\Vi^dch [dg i]Z nZVg ZcYZY ?ZXZbWZg 0.) /-/- lVh "2- i]djhVcY %/-.6 t ".- i]djhVcY) /-.5 t ".2 i]djhVcY&+ OdiVa

XVh] dji[adl [dg aZVhZh lVh "0.3 i]djhVcY %/-.6 t ".11 i]djhVcY) /-.5 t ".04 i]djhVcY&+
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NOTE 9. INSURANCE CONTRACT LIABILITIES

O]Z >dbeVcnxh ^chjgVcXZ XdcigVXi a^VW^a^i^Zh VgZ Vh [daadlh7

<N <O ?@>+ 0.
PN" OCJPN<I?N 2020 2019

Bgdhh $1,338,730  " 523)031

MZ^chjgVcXZ   (190,070)  %.64).31&

Total insurance contract liabilities $1,148,660  " 326)/--

MZ^chjgVcXZ VhhZih gZ[aZXi ^bbZY^ViZ VcY YZ[ZggZY Vccj^in eVnbZcih XZYZY jcYZg i]Z adc\Zk^in gZ^chjgVcXZ VcY fjdiV h]VgZ gZ^chjgVcXZ VggVc\ZbZcih+

a. Nature and composition

O]Z >dbeVcnxh ^chjgVcXZ a^VW^a^i^Zh gZegZhZci XdcigVXih i]Vi egdk^YZ ^bbZY^ViZ Vccj^i^Zh [dg XjggZci eZch^dcZgh VcY YZ[ZggZY Vccj^i^Zh [dg bZbWZgh l]d

]VkZ cdi gZVX]ZY eZch^dcVWaZ V\Z+ O]Z >dbeVcnxh ^chjgVcXZ XdcigVXih VgZ V b^mijgZ d[ \gdje Vccj^in uWjn*^cv eda^X^Zh) l]ZgZ i]Z eda^Xn]daYZg ^h i]Z

eZch^dc [jcY VcY \gdje Vccj^in uWjn*djiv eda^X^Zh) l]ZgZ i]Z eda^Xn]daYZg ^h i]Z VYb^c^higVidg+ O]Z >dbeVcn egdk^YZh \gdje Vccj^in eda^X^Zh VXgdhh

>VcVYV+

b. Valuation assumptions

O]Z ^chjgVcXZ XdcigVXi a^VW^a^i^Zh gZegZhZci i]Z egZhZci kVajZ d[ i]Z [jijgZ Vccj^in eVnbZcih VcY ZmeZchZh bZVhjgZY VXXdgY^c\ id i]Z ><GH YZhXg^WZY ^c

Note 2(d) Summary of significant accounting policies, section xi) Insurance contract liabilities+ Di ^cXdgedgViZh WZhi*Zhi^bViZ Vhhjbei^dch [dg adc\Zk^in)

[jijgZ ^ckZhibZci n^ZaYh) VYb^c^higVi^dc Xdhih) bVg\^ch [dg VYkZghZ YZk^Vi^dc VcY ^c[aVi^dc+ O]ZhZ bVg\^ch VgZ cZXZhhVgn id egdk^YZ [dg edhh^W^a^i^Zh d[

b^hZhi^bVi^dc VcY [jijgZ YZiZg^dgVi^dc ^c i]Z WZhi Zhi^bViZ Vhhjbei^dch VcY egdk^YZ gZVhdcVWaZ VhhjgVcXZ i]Vi ^chjgVcXZ XdcigVXi a^VW^a^i^Zh XdkZg V gVc\Z

d[ edhh^WaZ djiXdbZh+ =Zhi*Zhi^bViZ Vhhjbei^dch VcY bVg\^ch VgZ gZk^ZlZY eZg^dY^XVaan [dg Xdci^cjZY Veegdeg^ViZcZhh+

O]Z eg^cX^eVa kVajVi^dc Vhhjbei^dch VcY i]Z bZi]dYh [dg Vgg^k^c\ Vi i]ZhZ kVajVi^dc Vhhjbei^dch VgZ djia^cZY WZadl+

Longevity

HdgiVa^in Vhhjbei^dch VgZ YZg^kZY Wn VY_jhi^c\ V WVhZ bdgiVa^in iVWaZ VcY Veean^c\ bdgiVa^in bjai^ea^Zgh i]Vi kVgn Wn eaVc WVhZY dc [VXidgh ^cXajY^c\) Wji

cdi a^b^iZY id) \ZcYZg) V\Z) _dW YZhXg^ei^dc) aViZhi `cdlc hVaVgn) \Zd\gVe]n) VcY eZch^dc Vbdjci+ O]ZhZ X]VgVXiZg^hi^Xh VgZ [jgi]Zg VcVanoZY jh^c\ V

hjeedgi^c\ YViVWVhZ d[ dkZg 2--)--- >VcVY^Vc eZch^dcZg a^kZh+ O]Z YViV Xdbeg^hZh d[ V Y^kZghZ gVc\Z d[ hjgk^kVa eViiZgch gZ[aZXi^kZ d[ i]Z gZXZci eVhi+

HdYZah \ZcZgViZY [gdb i]^h YViV VgZ bVeeZY ^cid XjgkZh l]^X] XVc i]Zc WZ Veea^ZY [dg VcVanh^h dc Vc Vccj^iVci WVh^h+ Ajgi]Zg) i]Z >dbeVcn bdc^idgh

k^Zlh VcY gZhZVgX] ejWa^h]ZY Wn \dkZgcbZcih) ^cYjhign VcY VXVYZb^V dc i]Z [VXidgh ^c[ajZcX^c\ bdgiVa^in X]Vc\Zh VcY bV^ciV^ch adc\Zk^in Vhhjbei^dch

i]Vi VgZ Xdch^hiZci l^i] ZbZg\^c\ igZcYh+

HdgiVa^in ^begdkZbZci Vhhjbei^dch [daadl i]Z egZhXg^WZY bdgiVa^in ^begdkZbZci hXVaZh ^hhjZY Wn i]Z >D<+
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Investment returns

Kgd_ZXiZY XVh] [adlh [gdb i]Z XjggZci VhhZih VcY a^VW^a^i^Zh VgZ jhZY ^c ><GH id YZiZgb^cZ ^chjgVcXZ XdcigVXi a^VW^a^i^Zh+ <hhjbei^dch VgZ bVYZ

gZ\VgY^c\ gViZh d[ gZijgch dc hjeedgi^c\ VhhZih+ Kgd_ZXiZY XVh] [adlh [gdb VhhZih jhZY ^c i]Z VXijVg^Va XVaXjaVi^dch VgZ gZYjXZY id egdk^YZ [dg ediZci^Va

VhhZi YZ[Vjai adhhZh+ O]Z XVaXjaVi^dc [dg [jijgZ XgZY^i adhhZh dc VhhZih ^h WVhZY dc i]Z XgZY^i fjVa^in jcYZgan^c\ i]Z VhhZi edgi[da^d+

Other assumptions

O]Z ^ciZgcVa Xdhih d[ bV^ciV^c^c\ i]Z ^chjgVcXZ XdcigVXi a^VW^a^i^Zh) i]Z [ZZh eV^Y id i]^gY*eVgin VYb^c^higVidgh Zc\V\ZY id bVcV\Z eVnbZcih jcYZg i]Z ^c*

[dgXZ eda^X^Zh) VcY [ZZh YjZ id gZ^chjgZgh VcY ^ckZhibZci bVcV\ZbZci ZmeZchZh) Vh lZaa Vh ^c[aVi^dc VgZ [VXidgZY ^cid i]Z XVaXjaVi^dc d[ a^VW^a^i^Zh l]ZgZ

Veea^XVWaZ+

c. Net change in insurance contract liabilities

O]Z [daadl^c\ iVWaZ hjbbVg^oZh i]Z bdkZbZci d[ ^chjgVcXZ XdcigVXi a^VW^a^i^Zh [gdb i]Z WZ\^cc^c\ d[ i]Z nZVg Wn ^ih bV_dg XdbedcZcih7

AJM OC@ T@<M @I?@? ?@>+ 0.) /-/-
PN" OCJPN<I?N

Gross
liability

Reinsurance
assets Net

=Z\^cc^c\ d[ nZVg " 523)031 " .64).31 $ 659,200 

>]Vc\Zh Yjg^c\ i]Z nZVg

IZl Wjh^cZhh 1.0)4.3 t   413,716 

IdgbVa X]Vc\Zh 2/)340 %5)4-0&   61,376 

HVcV\ZbZci VXi^dch VcY X]Vc\Zh ^c Vhhjbei^dch %/1).62& %.)46/&   (22,403) 

11/).61 %.-)162&   452,689 

DbeVXi d[ [dgZ^\c ZmX]Vc\Z. 1-).4/ 0)1-.   36,771 

Balance at end of year $ 1,338,730  $ 190,070  $ 1,148,660 

AJM OC@ T@<M @I?@? ?@>+ 0.) /-.6
PN" OCJPN<I?N

Gross
liability

Reinsurance
assets Net

=Z\^cc^c\ d[ nZVg "/6/)036 " t $ 292,369 

>]Vc\Zh Yjg^c\ i]Z nZVg

IZl Wjh^cZhh 2/.)204 t   521,537 

MZ^chjgVcXZ ZciZgZY ^cid ^c i]Z nZVg t .65)34-   (198,670) 

IdgbVa X]Vc\Zh .4)250 %6)3-4&   27,190 

HVcV\ZbZci VXi^dch VcY X]Vc\Zh ^c Vhhjbei^dch %.)0..& 0)64-   (5,281) 

204)5-6 .60)-00   344,776 

DbeVXi d[ [dgZ^\c ZmX]Vc\Z. /3).53 1).0.   22,055 

Balance at end of year $856,364  $ 197,164  $ 659,200 

.+ KgZhZciVi^dc XjggZcXn igVchaVi^dc gZedgiZY Vh V hZeVgViZ XdbedcZci d[ Ji]Zg XdbegZ]Zch^kZ ^cXdbZ+ NZZ IdiZ /Y(xvii) Foreign currencies+

PcYZg [V^g kVajZ VXXdjci^c\) bdkZbZci ^c i]Z [V^g kVajZ d[ i]Z hjeedgi^c\ VhhZih ^h V bV_dg [VXidg ^c i]Z bdkZbZci d[ ^chjgVcXZ XdcigVXi a^VW^a^i^Zh+

>]Vc\Zh ^c i]Z [V^g kVajZ d[ VhhZih VgZ aVg\Zan d[[hZi Wn XdggZhedcY^c\

A*0-
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X]Vc\Zh ^c i]Z [V^g kVajZ d[ a^VW^a^i^Zh+ O]Z X]Vc\Z ^c i]Z kVajZ d[ i]Z ^chjgVcXZ XdcigVXi a^VW^a^i^Zh VhhdX^ViZY l^i] i]Z X]Vc\Z ^c i]Z kVajZ d[ i]Z

hjeedgi^c\ VhhZih ^h ^cXajYZY ^c i]Z cdgbVa X]Vc\Zh VWdkZ+ Dc /-/-) i]Z bV^c Xdcig^Wjidgh id i]Z ^cXgZVhZ ^c cZi ^chjgVcXZ XdcigVXi a^VW^a^i^Zh lZgZ i]Z

^beVXi d[ cZl Wjh^cZhh d[ "1.1 b^aa^dc VcY i]Z ^beVXi d[ cdgbVa X]Vc\Zh d[ "3. b^aa^dc+ HVcV\ZbZci VXi^dch VcY X]Vc\Zh ^c Vhhjbei^dch adlZgZY i]Z

gZhZgkZh Wn "// b^aa^dc+ O]Z YZXgZVhZ lVh eg^bVg^an YjZ id bdYZaa^c\ Zc]VcXZbZcih gZaViZY id i]Z gZ^ckZhibZci Vhhjbei^dc VcY VhhZi XVh] [adlh+

Dc /-.6) i]Z bV^c Xdcig^Wjidgh id i]Z ^cXgZVhZ ^c cZi ^chjgVcXZ XdcigVXi a^VW^a^i^Zh lZgZ i]Z ^beVXi d[ cZl Wjh^cZhh d[ "2/.+2 b^aa^dc eVgi^Vaan d[[hZi Wn

gZ^chjgVcXZ igVchVXi^dch d[ ".65+4 b^aa^dc+ HVcV\ZbZci VXi^dch VcY X]Vc\Zh ^c Vhhjbei^dch adlZgZY i]Z gZhZgkZh Wn "2+0 b^aa^dc+ O]Z YZXgZVhZ lVh

eg^bVg^an YjZ id jeYVi^c\ i]Z ZmeZchZ Vhhjbei^dc id gZ[aZXi i]Z bdhi gZXZci ZmeZg^ZcXZ VcVanh^h) i]Z ZmZXji^dc d[ adc\Zk^in hlVeh d[[hZi Wn V gZk^h^dc id

i]Z bZi]dYdad\n ^c hZii^c\ i]Z ^ciZgZhi gViZ g^h` Vhhjbei^dc+

O]Z >dbeVcnxh g^h`h Vg^h^c\ [gdb ^chjgVcXZ XdcigVXi a^VW^a^i^Zh VgZ eg^cX^eVaan ^ciZgZhi gViZ VcY adc\Zk^in+ O]Z eda^X^Zh VcY egdXZYjgZh id bVcV\Z i]ZhZ

g^h`h VcY hZch^i^k^in VcVanh^h VgZ YZhXg^WZY ^c IdiZ .- M^h` HVcV\ZbZci+

d. Reinsurance results

Adg i]Z nZVg ZcYZY ?ZXZbWZg 0.) /-/-) =<> ZciZgZY ^cid V ARC VggVc\ZbZci l^i] V i]^gY*eVgin gZ^chjgZg l]^X] Y^Y cdi gZhjai ^c V[iZg*iVm \V^ch dc

^cXZei^dc+ Dc ?ZXZbWZg /-/-) i]Z >dbeVcn ZciZgZY ^cid V i]^gY*eVgin adc\Zk^in gZ^chjgVcXZ VggVc\ZbZci l]^X] gZhjaiZY ^c V[iZg*iVm adhhZh dc ^cXZei^dc

d[ Veegdm^bViZan ".+0 b^aa^dc+

Adg i]Z nZVg ZcYZY ?ZXZbWZg 0.) /-.6) =<> ZciZgZY ^cid ild adc\Zk^in gZ^chjgVcXZ VggVc\ZbZcih l]^X] gZhjaiZY ^c V[iZg*iVm \V^ch dc ^cXZei^dc d[

Veegdm^bViZan "1 b^aa^dc+ Dc /-.6) =<> Vahd ZciZgZY ^cid V fjdiV h]VgZ gZ^chjgVcXZ VggVc\ZbZci l]^X] gZhjaiZY ^c cd V[iZg*iVm \V^ch dc ^cXZei^dc

gZXd\c^oZY Wn =<> dc i]Z XZYZY edgi^dc id i]Z gZ^chjgZg+

Dc /-/-) i]Z >dbeVcnxh idiVa [^mZY VcY VXijVa eVnbZcih jcYZg adc\Zk^in gZ^chjgVcXZ igVchVXi^dch VgZ ".0+5 b^aa^dc VcY "//+4 b^aa^dc %/-.6 t ".-+-

b^aa^dc VcY ".2+/ b^aa^dc&+ O]Z Y^[[ZgZcXZ WZilZZc [^mZY VcY VXijVa eVnbZcih dc eVhi hZgk^XZ ^h gZXd\c^oZY ^c i]Z hVbZ eZg^dY Vh i]Z gZaViZY XaV^b ^h

^cXjggZY l^i]^c WZcZ[^ih XZYZY ^c i]Z >dchda^YViZY NiViZbZci d[ JeZgVi^dch+

<bdjcih eVnVWaZ gZaVi^c\ id gZ^chjgVcXZ [ZZh ^c gZheZXi d[ adc\Zk^in gZ^chjgVcXZ XdcigVXih VgZ ^cXajYZY ^c egZb^jbh XZYZY ^c i]Z >dchda^YViZY

NiViZbZci d[ JeZgVi^dch7

AJM OC@ T@<M @I?@? 2020 2019

<bdjcih eVnVWaZ ^c gZheZXi d[ gZ^chjgVcXZ [ZZh $481  "0/6

NOTE 10. RISK MANAGEMENT

O]Z bVcV\ZbZci d[ g^h` ^h XZcigVa id i]Z hjXXZhh d[ i]Z Wjh^cZhh+ O]Z >dbeVcn hZZ`h id XgZViZ VcY egdiZXi ZciZgeg^hZ kVajZ Wn ZcVWa^c\ g^h`*^c[dgbZY

YZX^h^dc bV`^c\ VcY Wn WVaVcX^c\ g^h` VcY gZijgc ^c Wjh^cZhh egdXZhhZh+

O]Z =dVgY ]Vh dkZgVaa gZhedch^W^a^in [dg i]Z bVcV\ZbZci d[ g^h` VcY ^h hjeedgiZY i]gdj\] [dgbVa Xdbb^iiZZh d[ i]Z =dVgY ^cXajY^c\ i]Z M^h`

>dbb^iiZZ+

A*0.



Table of Contents

CONSOLIDATED FINANCIAL STATEMENTS OF

BROOKFIELD ANNUITY HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at December 31, 2020 and December 31, 2019 and for the years ended

December 31, 2020, 2019 and 2018

O]Z >dbeVcn bVcV\Zh g^h` Wn Veean^c\ i]Z eg^cX^eaZh VcY \j^YZa^cZh djia^cZY ^c i]Z ZciZgeg^hZ g^h` bVcV\ZbZci eda^Xn %i]Z u@MH Kda^Xnv&+ O]Z @MH

Kda^Xn ZhiVWa^h]Zh i]Z dkZgVaa g^h` bVcV\ZbZci [gVbZldg` i]Vi ^cXajYZh i]Z [daadl^c\7

r M^h` ^ckZcidgn t ^YZci^[^Zh VcY YZ[^cZh i]Z g^h`h Vg^h^c\ [gdb i]Z >dbeVcnxh Wjh^cZhh higViZ\n VcY deZgVi^dch jh^c\ V Xdch^hiZci aVc\jV\Z

i]Vi ZcVWaZh Vc ZciZgeg^hZ*l^YZ VeegdVX] id bZVhjgZbZci) gZedgi^c\ VcY Y^hXadhjgZ d[ g^h`8

r M^h` VeeZi^iZ t YZiZgb^cZh i]Z cVijgZ VcY Vbdjci d[ g^h` i]Z >dbeVcn ^h egZeVgZY id iV`Z) i]Z VY]ZgZcXZ id l]^X] ^h bZVhjgZY VcY

gZedgiZY i]gdj\] Vc ZmiZch^kZ hZi d[ =dVgY*VeegdkZY g^h` VeeZi^iZ idaZgVcXZh8

r M^h` \dkZgcVcXZ t ZhiVWa^h]Zh XaZVg dlcZgh]^e VcY VXXdjciVW^a^in [dg g^h` bVcV\ZbZci dkZgh^\]i VcY V g^h`*VlVgZ XjaijgZ VXgdhh i]Z

>dbeVcn8 VcY

r M^h` bVcV\ZbZci egdXZhh t XdY^[^Zh V Xdch^hiZci VeegdVX] id i]Z ^YZci^[^XVi^dc) VhhZhhbZci) bZVhjgZbZci) Xdcigda) bdc^idg^c\ VcY

gZedgi^c\ d[ g^h`h [VXZY Wn i]Z >dbeVcn+

<h eVgi d[ i]Z g^h` \dkZgcVcXZ [gVbZldg`) i]Z >dbeVcn deZgViZh V i]gZZ a^cZh d[ YZ[ZchZ bdYZa+ PcYZg i]^h bdYZa) i]Z VXXdjciVW^a^i^Zh d[ ZVX] a^cZ d[

YZ[ZchZ VgZ7

r A^ghi a^cZ t Wjh^cZhh bVcV\ZbZci7 YVn id YVn gZhedch^W^a^in [dg bVcV\^c\ VcY ^YZci^[n^c\ g^h`h) Zchjg^c\ VXi^k^i^Zh VgZ l^i]^c g^h` VeeZi^iZ

VcY ZhiVWa^h]ZY eda^X^Zh) VcY YZh^\c^c\ VcY ^beaZbZci^c\ Z[[ZXi^kZ ^ciZgcVa Xdcigdah8

r NZXdcY a^cZ t g^h` bVcV\ZbZci [jcXi^dc7 ZhiVWa^h] ZciZgeg^hZ \dkZgcVcXZ) g^h` VcY Xdcigda higViZ\^Zh VcY eda^X^Zh8 egdk^YZ dkZgh^\]i VcY

^cYZeZcYZci Z[[ZXi^kZ X]VaaZc\Z id i]Z [^ghi a^cZ) Vh lZaa Vh igV^c^c\) iddah VcY VYk^XZ8 VcY

r O]^gY a^cZ t ^ciZgcVa VjY^i7 ^cYZeZcYZcian kZg^[n i]Z VYZfjVXn VcY Z[[ZXi^kZcZhh d[ i]Z [^ghi VcY hZXdcY a^cZh d[ YZ[ZchZ) VcY i]Vi i]Z

ZciZgeg^hZ g^h` bVcV\ZbZci [gVbZldg` ^h deZgVi^c\ Z[[ZXi^kZan+

<c Jlc M^h` VcY NdakZcXn <hhZhhbZci %uJMN<v& ^h jcYZgiV`Zc Vi aZVhi VccjVaan+ O]Z JMN< ^ckdakZh V XdbegZ]Zch^kZ VhhZhhbZci d[ i]Z >dbeVcnxh

g^h`h) XVe^iVa cZZYh VcY hdakZcXn edh^i^dc) Vh lZaa Vh hdakZcXn [dgZXVhi^c\ VXgdhh V gVc\Z d[ hXZcVg^dh ^cXajY^c\ eaVjh^WaZ higZhhZh i]Vi XdjaY _ZdeVgY^oZ

i]Z >dbeVcnxh Wjh^cZhh eaVch+ O]Z >dbeVcn Vahd ZkVajViZh ^ih ZmedhjgZ id hjhiV^cZY VYkZghZ hXZcVg^dh i]gdj\] di]Zg higZhh iZhi^c\ iZX]c^fjZh hjX] Vh

?ncVb^X >Ve^iVa <YZfjVXn OZhi^c\ %i]Z u?><Ov&+ @[[ZXi^kZ /-/-) i]Z >dbeVcn VYdeiZY i]Z A^cVcX^Va >dcY^i^dc OZhi^c\ %uA>Ov&+ A>O ^h V

bdYZgc^oVi^dc d[ i]Z ?><O l^i] i]Z dW_ZXi^kZ d[ egdk^Y^c\ V bdgZ gdWjhi VeegdVX] id hVi^h[n^c\ gZedgi^c\ gZfj^gZbZcih dc ZmeZXiZY [jijgZ [^cVcX^Va

XdcY^i^dc Vh lZaa Vh [dg Vaadl^c\ [dg WZiiZg Va^\cbZci l^i] JMN<+

O]Z >dbeVcn ]Vh ZhiVWa^h]ZY gZXjgg^c\ gdji^cZh [dg bdc^idg^c\ VcY gZedgi^c\ dc g^h`h+ M^h` bVcV\ZbZci gZedgih VgZ egdk^YZY id i]Z HVcV\ZbZci

JkZgh^\]i >dbb^iiZZ %uHJ>v& dc V bdci]an WVh^h VcY id i]Z =dVgY VcY M^h` >dbb^iiZZ dc V fjVgiZgan WVh^h+ O]Z gZedgih ^cXajYZ g^h` ZmedhjgZh

bZVhjgZY V\V^chi =dVgY*VeegdkZY g^h` VeeZi^iZ idaZgVcXZh) VcY l]ZgZ gZaZkVci) bVcV\ZbZci VXi^dch VgZ ^YZci^[^ZY id ZchjgZ g^h` b^i^\Vi^dc VcY Xdcigdah

VgZ Z[[ZXi^kZ+

O]Z eg^cX^eVa g^h` [VXidgh i]Vi V[[ZXi i]Z >dbeVcnxh deZgVi^c\ gZhjaih VcY [^cVcX^Va XdcY^i^dc ^cXajYZ [^cVcX^Va g^h`h hjX] Vh bVg`Zi g^h`) XgZY^i g^h` VcY

a^fj^Y^in g^h`) ^chjgVcXZ g^h` VcY di]Zg g^h`h hjX] Vh gZ\jaVidgn g^h`+

A*0/
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O]Z [daadl^c\ hZXi^dch YZhXg^WZ i]Z eg^bVgn [^cVcX^Va g^h`h VcY VhhdX^ViZY g^h` bVcV\ZbZci higViZ\^Zh ^c eaVXZ i]Vi V[[ZXi i]Z >dbeVcnxh deZgVi^c\

gZhjaih VcY [^cVcX^Va XdcY^i^dc+

a. Market risk

O]Z >dbeVcnxh bdhi h^\c^[^XVci bVg`Zi g^h`h VgZ ^ciZgZhi gViZ g^h` VcY [dgZ^\c ZmX]Vc\Z g^h`+

i. Interest rate risk

O]Z >dbeVcn bVcV\Zh ^ciZgZhi gViZ g^h` i]gdj\] Vc VhhZi a^VW^a^in bVcV\ZbZci %u<GHv& [gVbZldg` l]ZgZWn i]Z Z[[ZXi^kZ VcY `Zn gViZ YjgVi^dch d[ i]Z

^ckZhibZci edgi[da^d VgZ XadhZan bViX]ZY id i]Vi d[ i]Z ^chjgVcXZ XdcigVXi a^VW^a^i^Zh+ R^i]^c i]Z XdciZmi d[ i]Z <GH [gVbZldg`) i]Z >dbeVcn jhZh

YZg^kVi^kZh ^cXajY^c\ ^ciZgZhi gViZ hlVeh VcY WdcY [jijgZh id gZYjXZ bVg`Zi g^h`+ Adg i]Z Vccj^in Wjh^cZhh) l]ZgZ i]Z i^b^c\ VcY Vbdjci d[ i]Z WZcZ[^i

eVnbZci dWa^\Vi^dch XVc WZ gZVY^an YZiZgb^cZY) i]Z bViX]^c\ d[ VhhZi VcY a^VW^a^in XVh] [adlh ^h Z[[ZXi^kZan XdcigdaaZY i]gdj\] i]^h XdbegZ]Zch^kZ

YjgVi^dc bVcV\ZbZci egdXZhh+

O]Z DckZhibZci Kda^Xn djia^cZh i]Z YjgVi^dc XdchigV^cih i]Vi ]VkZ WZZc VeegdkZY Wn i]Z =dVgY+ Dc deZgVi^dcVa^o^c\ i]ZhZ XdchigV^cih) Xdch^YZgVWan bdgZ

Xdc[^c^c\ YjgVi^dc*WVhZY iVg\Zih ]VkZ WZZc ZhiVWa^h]ZY i]Vi VgZ XadhZan bdc^idgZY VcY gZedgiZY id i]Z HJ> dc V bdci]an WVh^h VcY id i]Z =dVgY VcY

M^h` >dbb^iiZZh dc V fjVgiZgan WVh^h+

O]Z [daadl^c\ iVWaZ h]dlh i]Z hZch^i^k^in id X]Vc\Zh ^c ^ciZgZhi gViZh7

<N <O ?@> + 0.
PN" OCJPN<I?N 2020 2019

50 bps
increase

50 bps
decrease

50 bps
increase

50 bps
decrease

HdkZbZci ^c a^VW^a^i^Zh $ 62,847  $(62,604)  " 00)101 "%00)/14&

HdkZbZci ^c VhhZih   (62,240)    62,240  %02)564& 02)564

OVm Z[[ZXi   (161)    96  320 %4-/&

DbeVXi dc XdbegZ]Zch^kZ ^cXdbZ $ 446  $ (268)  " %.)5.-& " .)615

O]Z DckZhibZci Kda^Xn ^h gZk^ZlZY Vi aZVhi VccjVaan VcY VeegdkZY Wn i]Z =dVgY+

ii. Foreign exchange risk

O]Z >dbeVcnxh dWa^\Vi^dch jcYZg ^ih ^chjgVcXZ XdcigVXih VgZ YZcdb^cViZY ^c ><? Wji V edgi^dc d[ i]Z VhhZih hjeedgi^c\ i]ZhZ a^VW^a^i^Zh VgZ YZcdb^cViZY

^c cdc*>VcVY^Vc YdaaVgh %ucdc*><?v&+ O]Z eZgXZciV\Z d[ VhhZih YZcdb^cViZY ^c cdc*><? Vh Vi ?ZXZbWZg 0.) /-/- VcY /-.6 ^h /2# VcY .4#)

gZheZXi^kZan+

O]Z >dbeVcn bVcV\Zh [dgZ^\c ZmX]Vc\Z g^h` jh^c\ [dgZ^\c ZmX]Vc\Z [dglVgYh+ O]Z DckZhibZci Kda^Xn hZih dji i]Z [dgZ^\c XjggZcXn ZmedhjgZ a^b^ih VcY

ineZh d[ YZg^kVi^kZh eZgb^iiZY [dg ]ZY\^c\ ejgedhZh+

<h Vi ?ZXZbWZg 0.) /-/-) V .-# [ajXijVi^dc ^c ><? V\V^chi cdc*><? XjggZcX^Zh ldjaY ]VkZ Vc ^beVXi d[ Veegdm^bViZan ".55 i]djhVcY dc cZi ^cXdbZ

VcY "c^a dc J>D %/-.6 t "04 i]djhVcY dc cZi ^cXdbZ VcY "c^a dc J>D) /-.5 t "/ i]djhVcY dc cZi ^cXdbZ) "c^a dc J>D&+
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b. Credit risk

>gZY^i g^h` ^h i]Z g^h` d[ adhh [gdb Vbdjcih dlZY Wn XdjciZgeVgi^Zh VcY Vg^hZh Vcn i^bZ [jcYh VgZ ZmiZcYZY) Xdbb^iiZY) dlZY dg ^ckZhiZY i]gdj\] VXijVa

dg ^bea^ZY XdcigVXijVa VggVc\ZbZcih ^cXajY^c\ gZ^chjgVcXZ+ O]Z >dbeVcn ^h eg^bVg^an ZmedhZY id XgZY^i g^h` i]gdj\] ^ih ^ckZhibZcih ^c YZWi hZXjg^i^Zh+

O]Z >dbeVcn bVcV\Zh ZmedhjgZ id XgZY^i g^h` Wn ZhiVWa^h]^c\ XdcXZcigVi^dc a^b^ih Wn XdjciZgeVgin) XgZY^i gVi^c\ VcY VhhZi XaVhh+ Od [jgi]Zg b^c^b^oZ

XgZY^i g^h`) i]Z [^cVcX^Va XdcY^i^dc d[ i]Z XdjciZgeVgi^Zh ^h bdc^idgZY dc V gZ\jaVg WVh^h+ O]ZhZ gZfj^gZbZcih VgZ djia^cZY ^c i]Z DckZhibZci Kda^Xn+

i. Asset quality

O]Z [daadl^c\ iVWaZ hjbbVg^oZh i]Z ZmiZgcVa XgZY^i gVi^c\h [dg XVh] VcY XVh] Zfj^kVaZcih VcY ^ckZhibZcih7

<N <O ?@>+ 0.
PN" OCJPN<I?N 2020 2019

Cash and cash equivalents $ 35,461  0# " .0)03. /#

Bonds

<<<   407,608  00# 10)11/ 3#

<<   11,487  .# .22)301 //#

<   121,486  .-# .0/)--1 .5#

===   617,060  2-# 002)5.3 14#

==   9,574  .# 5)4.6 .#

=   967  9.# .)/2/ 9.#

PcgViZY   21,136  /# /.)0-6 0#

  1,189,318  64# 365).43 64#

Preferred shares

K/   3,019  9.# /)54/ .#

Mortgages

BjVgVciZZY Wn >VcVYV Hdgi\V\Z VcY Cdjh^c\ >dgedgVi^dc %u>HC>v&   128  9.# 16- 9.#

OdiVa XVh] VcY XVh] Zfj^kVaZcih VcY ^ckZhibZcih $1,227,926  .--# "4.1)566 .--#

O]Z >dbeVcnxh dkZgVaa iVg\Zi XgZY^i fjVa^in [dg i]Z edgi[da^d ^h V XgZY^i gVi^c\ d[ < b^cjh+ <h Vi ?ZXZbWZg 0.) /-/- VcY /-.6) i]Z >dbeVcn bZi i]^h

gZfj^gZbZci+

ii. Concentration

>dcXZcigVi^dch d[ XgZY^i g^h` Vg^hZ [gdb ZmedhjgZh id V h^c\aZ ^hhjZg dg V \gdje d[ gZaViZY ^hhjZgh dg \gdjeh d[ ^hhjZgh i]Vi ]VkZ h^b^aVg g^h`

X]VgVXiZg^hi^Xh+

A*01



Table of Contents

CONSOLIDATED FINANCIAL STATEMENTS OF

BROOKFIELD ANNUITY HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at December 31, 2020 and December 31, 2019 and for the years ended

December 31, 2020, 2019 and 2018

=dcYh

O]Z [daadl^c\ iVWaZ egdk^YZh i]Z [V^g kVajZ d[ ^ckZhibZcih Wn \gdjeh d[ ^hhjZgh d[ WdcYh7

<N <O ?@>+ 0.
PN" OCJPN<I?N 2020 2019

BdkZgcbZci WdcY ]daY^c\h $ 401,049    34%  "/--)234 /6#

>dgedgViZ VcY di]Zg WdcY ]daY^c\h   788,269    66%  164)3-6 4.#

OdiVa WdcY ]daY^c\h $1,189,318   100%  "365).43 .--#

O]Z [daadl^c\ iVWaZ Y^hXadhZh i]Z >dbeVcnxh ide 2 ]daY^c\h d[ ^hhjZgh %ZmXajY^c\ \dkZgcbZcih&) Vh lZaa Vh ZmedhjgZ id i]Z aVg\Zhi h^c\aZ ^hhjZg d[

XdgedgViZ WdcYh+

<N <O ?@>+ 0. Unit 2020 /-.6

@medhjgZ id i]Z ide 2 aVg\Zhi ^hhjZgh d[ XdgedgViZ WdcYh PN" %---xh&  90,123  34)665

# d[ idiVa XVh] VcY XVh] Zfj^kVaZcih VcY ^ckZhibZcih #   7  .-

@medhjgZ id i]Z aVg\Zhi h^c\aZ ^hhjZg d[ XdgedgViZ WdcYh PN" %---xh&  18,173  .0)556

# d[ idiVa XVh] VcY XVh] Zfj^kVaZcih VcY ^ckZhibZcih #   2  /

KgZ[ZggZY h]VgZh

O]Z >dbeVcnxh ]daY^c\h d[ egZ[ZggZY h]VgZh VgZ Vaa ^hhjZY Wn >VcVY^Vc XdbeVc^Zh) l^i] .--# %/-.6 t .--#& d[ i]ZhZ ^ckZhibZcih gViZY Vh K*/+

Hdgi\V\Zh

<aa bdgi\V\Zh VgZ \jVgVciZZY Wn >HC> %/-.6 t .--#&+

iii. Derivative counterparties

>gZY^i g^h` Vahd Vg^hZh ^c gZheZXi d[ YZg^kVi^kZ XdcigVXih id i]Z ZmiZci i]Vi i]ZgZ ^h i]Z ediZci^Va [dg i]Z XdjciZgeVgi^Zh id YZ[Vjai dc i]Z^g dWa^\Vi^dch+ Od

bVcV\Z i]^h g^h`) YZg^kVi^kZ igVchVXi^dch VgZ a^b^iZY id Vc VeegdkZY a^hi d[ XdjciZgeVgi^Zh VcY ^c hdbZ XVhZh VgZ [jaan XdaaViZgVa^oZY l^i] ]^\]an gViZY

^chigjbZcih+ O]Z YZg^kVi^kZ XdjciZgeVgin g^h` Vh d[ ?ZXZbWZg 0.) /-/- VcY /-.6 lVh "4+/ b^aa^dc VcY "/+0 b^aa^dc) gZheZXi^kZan+ <h Vi ?ZXZbWZg 0.)

/-/- VcY /-.6) i]ZhZ XdjciZgeVgi^Zh ]VkZ V XgZY^i gVi^c\ d[ <( dg ]^\]Zg+

iv. Reinsurance counterparties

O]Z >dbeVcn ]Vh gZ^chjgVcXZ XdcigVXih l^i] i]^gY*eVgin gZ\^hiZgZY gZ^chjgZgh VcY dcZ i]^gY*eVgin jcgZ\^hiZgZY gZ^chjgZg l^i] V idiVa ZmedhjgZ d[

".6-+. b^aa^dc Vi ?ZXZbWZg 0.) /-/- %/-.6 t ".64+/ b^aa^dc&+ Od bVcV\Z XdjciZgeVgin g^h`) gZ^chjgVcXZ igVchVXi^dch VgZ a^b^iZY id Vc VeegdkZY a^hi d[

gZ^chjgZgh l^i] XdcXZcigVi^dc a^b^ih id Vcn h^c\aZ gZ^chjgZg+

PcYZg i]Z gZ^chjgVcXZ XdcigVXih l^i] i]^gY*eVgin jcgZ\^hiZgZY gZ^chjgZgh) ]^\]an gViZY VhhZih VgZ gZfj^gZY id WZ eaZY\ZY id i]Z >dbeVcn id [jaan hjeedgi

i]Z XZYZY a^VW^a^i^Zh+ O]Z >dbeVcn bV^ciV^ch V kVa^Y VcY Zc[dgXZVWaZ hZXjg^in ^ciZgZhi i]Vi ]Vh eg^dg^in dkZg Vcn di]Zg hZXjg^in ^ciZgZhi ^c i]Z XdaaViZgVa+

Dc i]Z ZkZci d[ YZ[Vjai Wn i]Z gZ^chjgZg) i]Z >dbeVcn ]Vh i]Z g^\]i id a^fj^YViZ dg iV`Z aZ\Va edhhZhh^dc d[ i]ZhZ VhhZih) ^c V i^bZan bVccZg+
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<h Vi ?ZXZbWZg 0.) /-/-) i]Z XgZY^i gVi^c\h d[ i]Z gZ^chjgZgh VgZ <(+

v. Impaired Assets

O]Z >dbeVcn gZk^Zlh Vaa gZ^chjgVcXZ VhhZih Vi ZVX] gZedgi^c\ YViZ VcY YZiZgb^cZY i]Vi i]ZgZ ^h cd Zk^YZcXZ d[ ^beV^gbZci Vh Vi ?ZXZbWZg 0.) /-/- VcY

/-.6+

c. Liquidity risk

G^fj^Y^in g^h` ^h i]Z g^h` i]Vi i]Z >dbeVcn l^aa cdi WZ VWaZ id gV^hZ i]Z cZXZhhVgn [jcYh) Vi i]Z Veegdeg^ViZ i^bZ) id bZZih ^ih [^cVcX^Va a^VW^a^i^Zh+

>Vh] dji[adlh eg^bVg^an Xdch^hi d[ WZcZ[^i eVnbZcih id eda^Xn]daYZgh VcY id V aZhhZg ZmiZci) deZgVi^c\ ZmeZchZh VcY hZiiaZbZci d[ YZg^kVi^kZ XdcigVXih+

O]Z [daadl^c\ iVWaZ hZih dji i]Z ZmeZXiZY bVijg^in egd[^aZ d[ i]Z >dbeVcnxh [^cVcX^Va a^VW^a^i^Zh7

<N <O ?@>+ 0.
PN" OCJPN<I?N /-/-

R^i]^c . nZVg . s 2 nZVgh JkZg 2 nZVgh OdiVa

DchjgVcXZ XdcigVXi a^VW^a^i^Zh $ 21,482  $ 168,772  $ 1,148,476  $ 1,338,730 

?jZ id gZaViZY eVgin   4    —      —      4 

MZ^chjgVcXZ eVnVWaZ   410    —      —      410 

?Zg^kVi^kZ a^VW^a^i^Zh   122    —      —      122 

>jggZci iVm a^VW^a^in   676    —      —      676 

<XXdjcih eVnVWaZ VcY VXXgjZY a^VW^a^i^Zh   3,793    978    —      4,771 

AjcYh l^i]]ZaY a^VW^a^i^Zh   12,379    —      —      12,379 

OdiVa $ 38,866  $ 169,750  $ 1,148,476  $ 1,357,092 

<N <O ?@>+ 0.
PN" OCJPN<I?N /-.6

R^i]^c . nZVg . s 2 nZVgh JkZg 2 nZVgh OdiVa

DchjgVcXZ XdcigVXi a^VW^a^i^Zh " .4)./5 "./5)122 " 4.-)45. "523)031

?jZ id gZaViZY eVgin /5 t t /5

MZ^chjgVcXZ eVnVWaZ 15- t t 15-

?Zg^kVi^kZ a^VW^a^i^Zh 33. t t 33.

>jggZci iVm a^VW^a^in .4/ t t .4/

<XXdjcih eVnVWaZ VcY VXXgjZY a^VW^a^i^Zh 0)22- t t 0)22-

OdiVa " //)-.6 "./5)122 " 4.-)45. "53.)/22

Od bVcV\Z a^fj^Y^in g^h`) i]Z >dbeVcn Vh eVgi d[ ^ih <GH [gVbZldg`) ejgX]VhZh VhhZih id hjeedgi i]Z a^VW^a^i^Zh jcYZg ^ih ^chjgVcXZ XdcigVXih+ O]Z

Z[[ZXi^kZ VcY `Zn gViZ YjgVi^dc d[ i]ZhZ ^ckZhibZcih VgZ XdchigjXiZY id XadhZan bViX] i]dhZ d[ i]Z Vccj^in eda^Xn a^VW^a^i^Zh+ O]Z >dbeVcn ]Vh ZhiVWa^h]ZY

a^fj^Y^in g^h` idaZgVcXZh VcY deZgVi^dcVa iVg\Zih i]Vi VgZ XadhZan bdc^idgZY+ NigZhh iZhi^c\ ^h XdcYjXiZY id ZchjgZ i]Vi i]ZgZ VgZ hj[[^X^Zci a^fj^Y VhhZih Vi

Vaa i^bZh id bZZi dWa^\Vi^dch+
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Dc VYY^i^dc) i]Z >dbeVcn ]Vh VXXZhh id V "2- b^aa^dc ><? gZkdak^c\ XgZY^i [VX^a^in l^i] =<H) "..5 b^aa^dc gZejgX]VhZ V\gZZbZci) VcY "0 b^aa^dc ><?

gZkdak^c\ XgZY^i [VX^a^in l^i] ]^\]an gViZY [^cVcX^Va ^chi^iji^dch+ <h Vi ?ZXZbWZg 0.) /-/- VcY ?ZXZbWZg 0.) /-.6 i]ZgZ lZgZ cd Vbdjcih djihiVcY^c\

jcYZg i]ZhZ [VX^a^i^Zh+

O]Z HVcV\ZbZci DckZhibZci >dbb^iiZZ %uHD>v& Xdci^cjdjhan bdc^idgh bVg`Zi) XgZY^i VcY a^fj^Y^in g^h`+ O]Z HD> bZZih bdci]an VcY gZedgih fjVgiZgan

id i]Z DckZhibZci >dbb^iiZZ d[ i]Z =dVgY+

d. Insurance risk

DchjgVcXZ g^h` ^h i]Z g^h` i]Vi VXijVa ZmeZg^ZcXZ gZaViZY id WZcZ[^i eVnbZcih VcY ZmeZchZh YdZh cdi ZbZg\Z Vh ZmeZXiZY+ O]Z >dbeVcn ^h eg^bVg^an

ZmedhZY id adc\Zk^in g^h`+

Gdc\Zk^in g^h` ^h i]Z g^h` i]Vi bdgiVa^in ZmeZg^ZcXZ dXXjgh Vi adlZg gViZh i]Vc i]Vi VhhjbZY Vi i]Z i^bZ d[ eg^X^c\ l]^X] ZmedhZh i]Z >dbeVcn id WZcZ[^i

eVnbZcih i]Vi l^aa WZ eV^Y [dg adc\Zg eZg^dYh i]Vc Vci^X^eViZY+

Gdc\Zk^in Vhhjbei^dch VgZ YZg^kZY Wn VY_jhi^c\ V WVhZ bdgiVa^in iVWaZ VcY Veean^c\ bdgiVa^in bjai^ea^Zgh i]Vi kVgn Wn eaVc WVhZY dc [VXidgh ZhiVWa^h]ZY

Vi i]Z i^bZ d[ eg^X^c\+ O]ZhZ [VXidgh iV`Z ^cid Xdch^YZgVi^dc i]Z X]VgVXiZg^hi^Xh d[ i]Z Vccj^iVcih ^cXajY^c\ Wji cdi a^b^iZY id \ZcYZg) V\Z) _dW YZhXg^ei^dc)

aViZhi `cdlc hVaVgn) \Zd\gVe]n) VcY eZch^dc Vbdjci+ O]ZhZ X]VgVXiZg^hi^Xh VgZ [jgi]Zg VcVanoZY jh^c\ V hjeedgi^c\ YViVWVhZ d[ dkZg 2--)--- >VcVY^Vc

eZch^dcZg a^kZh+ O]Z YViV ^h Xdbeg^hZY d[ V Y^kZghZ gVc\Z d[ hjgk^kVa eViiZgch gZ[aZXi^kZ d[ i]Z gZXZci eVhi+ HdYZah \ZcZgViZY [gdb i]^h YViV VgZ bVeeZY

^cid XjgkZh l]^X] XVc i]Zc WZ Veea^ZY [dg VcVanh^h dc Vc Vccj^iVci WVh^h+ Ajgi]Zg) i]Z >dbeVcn bdc^idgh k^Zlh VcY gZhZVgX] ejWa^h]ZY Wn \dkZgcbZcih)

^cYjhign VcY VXVYZb^V dc i]Z [VXidgh ^c[ajZcX^c\ bdgiVa^in X]Vc\Zh VcY bV^ciV^ch adc\Zk^in Vhhjbei^dch i]Vi VgZ Xdch^hiZci l^i] ZbZg\^c\ igZcYh+

O]ZhZ ^cejih VcY VcVani^Xh hjeedgi i]Z >dbeVcnxh VhhZhhbZci d[ adc\Zk^in g^h`+

Od gZYjXZ adc\Zk^in g^h`) i]Z >dbeVcn ZciZgh ^cid adc\Zk^in gZ^chjgVcXZ igVchVXi^dch l^i] i]^gY eVgin gZ^chjgZgh+ PcYZg i]ZhZ XdcigVXih) i]Z >dbeVcn

Xdbb^ih id eVn i]Z gZ^chjgZgh V hX]ZYjaZ d[ [^mZY eVnbZcih gZaVi^c\ id YZ[^cZY WadX`h d[ eda^Xn]daYZg WZcZ[^ih+ Dc gZijgc) i]Z gZ^chjgZgh gZ^bWjghZ i]Z

VXijVa Xdhi d[ WZcZ[^i ZmeZchZh dc i]dhZ WadX`h id i]Z >dbeVcn+ <h Vi ?ZXZbWZg 0.) /-/-) i]Z >dbeVcn ]Vh ZciZgZY ^cid adc\Zk^in gZ^chjgVcXZ XdcigVXih

VcY ]Vh gZ^chjgZY Veegdm^bViZan 21# d[ ^ih adc\Zk^in g^h` %/-.6 t 26#) /-.5 t Id gZ^chjgVcXZ igVchVXi^dch&+

O]Z [daadl^c\ iVWaZ h]dlh i]Z hZch^i^k^in id X]Vc\Zh ^c adc\Zk^in g^h`7

<N <O ?@>+ 0.) /-/-
PN" OCJPN<I? HdgiVa^in MViZ HdgiVa^in DbegdkZbZci

2# DcXgZVhZ 2# ?ZXgZVhZ 2-# DcXgZVhZ 2-# ?ZXgZVhZ

%DcXgZVhZ& YZXgZVhZ ^c ^chjgVcXZ XdcigVXi a^VW^a^i^Zh $ 7,793  $ (8,138)  $ (10,693)  $ 10,855 

OVm Z[[ZXi   (1,948)    2,035    2,673    (2,714) 

DbeVXi dc XdbegZ]Zch^kZ ^cXdbZ $ 5,845  $ (6,103)  $ (8,020)  $ 8,141 
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<N <O ?@>+ 0.) /-.6
PN" OCJPN<I? HdgiVa^in MViZ HdgiVa^in DbegdkZbZci

2# DcXgZVhZ 2# ?ZXgZVhZ 2-# DcXgZVhZ 2-# ?ZXgZVhZ

%DcXgZVhZ& YZXgZVhZ ^c ^chjgVcXZ XdcigVXi a^VW^a^i^Zh " 1)03/ " %1)264& " %2)25-& " 2)32/

OVm Z[[ZXi %.).23& .)/.3 .)146 %.)165&

DbeVXi dc XdbegZ]Zch^kZ ^cXdbZ " 0)/-3 " %0)05.& " %1).-.& " 1).21

<N <O ?@>+ 0.) /-.5
PN" OCJPN<I?N HdgiVa^in MViZ HdgiVa^in DbegdkZbZci

2# DcXgZVhZ 2# ?ZXgZVhZ 2-# DcXgZVhZ 2-# ?ZXgZVhZ

%DcXgZVhZ& YZXgZVhZ ^c ^chjgVcXZ XdcigVXi a^VW^a^i^Zh " 0)4-5 " %1).45& " %3).01& " 2)/51

OVm Z[[ZXi %650& .).-4 .)3/3 %.)1--&

DbeVXi dc XdbegZ]Zch^kZ ^cXdbZ " /)4/2 " %0)-4.& " %1)2-5& " 0)551

e. Operational risk

JeZgVi^dcVa g^h` ^h i]Z ediZci^Va [dg adhh gZhjai^c\ [gdb ^cVYZfjViZ dg [V^aZY ^ciZgcVa egdXZhhZh) eZdeaZ VcY hnhiZbh) dg [gdb ZmiZgcVa ZkZcih+ O]Z

>dbeVcnxh ^ciZgcVa Xdcigda egdXZhhZh VgZ hjeedgiZY Wn i]Z bV^ciZcVcXZ d[ V g^h` gZ\^hiZg VcY ^cYZeZcYZci ^ciZgcVa VjY^i gZk^Zl+ O]Z g^h` d[ [gVjY ^h

bVcV\ZY i]gdj\] V cjbWZg d[ egdXZhhZh ^cXajY^c\ WVX`\gdjcY X]ZX`h dc hiV[[ dc ]^gZ) VccjVa XdYZ d[ XdcYjXi Xdc[^gbVi^dch) Vci^*Wg^WZgn igV^c^c\ VcY

hZ\gZ\Vi^dc d[ Yji^Zh+

O]Z >dbeVcn ]Vh h^\c^[^XVci djihdjgX^c\ VggVc\ZbZcih ^c gZheZXi d[ eZch^dc VYb^c^higVi^dc VcY di]Zg [jcXi^dch+ O]ZhZ VggVc\ZbZcih VgZ hjW_ZXi id

V\gZZbZcih l^i] [dgbVa hZgk^XZ aZkZah) deZgViZ l^i]^c V\gZZY Vji]dg^in a^b^ih VcY VgZ hjW_ZXi id gZ\jaVg gZk^Zl Wn hZc^dg bVcV\ZbZci+ HViZg^Va

djihdjgX^c\ VggVc\ZbZcih VgZ VeegdkZY VcY bdc^idgZY Wn i]Z =dVgY+

?^hVhiZg gZXdkZgn VcY Wjh^cZhh Xdci^cj^in eaVch ]VkZ Vahd WZZc ZhiVWa^h]ZY id bVcV\Z i]Z >dbeVcnxh VW^a^in id deZgViZ jcYZg VYkZghZ XdcY^i^dch+

f. Regulatory risk

MZ\jaVidgn g^h` hiZbh eg^cX^eVaan [gdb i]Z g^h` d[ X]Vc\Zh id i]Z gZ\jaVidgn Zck^gdcbZci ^c l]^X] i]Z >dbeVcn deZgViZh+ Od bVcV\Z i]^h g^h`) i]Z

>dbeVcn hZZ`h id V ]VkZ V gZ\jaVg Y^Vad\jZ l^i] gZ\jaVidgh id ZchjgZ Xdbea^VcXZ+ Ajgi]ZgbdgZ) hZc^dg bVcV\ZbZci eVgi^X^eViZh ^c ^cYjhign \gdjeh VcY

egd[Zhh^dcVa WdY^Zh id hiVn Veeg^hZY d[ gZ\jaVidgn X]Vc\Zh+

NOTE 11. CAPITAL MANAGEMENT

>Ve^iVa bVcV\ZbZci ^h i]Z dc*\d^c\ egdXZhh d[ YZiZgb^c^c\ VcY bV^ciV^c^c\ i]Z fjVci^in VcY fjVa^in d[ XVe^iVa Veegdeg^ViZ id iV`Z VYkVciV\Z d[ i]Z

>dbeVcnxh \gdli] deedgijc^i^Zh) id hjeedgi i]Z g^h`h VhhdX^ViZY l^i] i]Z Wjh^cZhh VcY id dei^b^oZ h]VgZ]daYZg gZijgch l]^aZ [jaan Xdbean^c\ i]Z

gZ\jaVidgn XVe^iVa gZfj^gZbZcih+

O]Z >dbeVcn iV`Zh Vc ^ciZ\gViZY VeegdVX] id g^h` bVcV\ZbZci i]Vi ^ckdakZh i]Z >dbeVcnxh g^h` VeeZi^iZ VcY XVe^iVa gZfj^gZbZcih+ O]Z ZciZgeg^hZ g^h`

bVcV\ZbZci [gVbZldg` ^cXajYZh V XVe^iVa bVcV\ZbZci eda^Xn i]Vi YZhXg^WZh i]Z `Zn egdXZhhZh gZaViZY id XVe^iVa bVcV\ZbZci+ O]Z XVe^iVa bVcV\ZbZci

eda^Xn ^h gZk^ZlZY Vi aZVhi
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VccjVaan VcY VeegdkZY Wn i]Z =dVgY+ O]Z deZgVi^c\ XVe^iVa aZkZah VgZ YZiZgb^cZY Wn i]Z >dbeVcnxh g^h` VeeZi^iZ VcY JMN<+ Ajgi]ZgbdgZ) higZhh

iZX]c^fjZh i]Vi ^cXajYZ i]Z A>O VgZ jhZY id ZkVajViZ i]Z >dbeVcnxh XVe^iVa VYZfjVXn jcYZg hjhiV^cZY VYkZghZ hXZcVg^dh+

@[[ZXi^kZ Vh d[ EVcjVgn .) /-.5) i]Z G^[Z DchjgVcXZ >Ve^iVa <YZfjVXn OZhi %uGD><Ov& gZeaVXZY i]Z eg^dg H^c^bjb >dci^cj^c\ >Ve^iVa VcY Njgeajh

MZfj^gZbZcih+ O]Z GD><O gVi^d XdbeVgZh i]Z gZ\jaVidgn XVe^iVa gZhdjgXZh d[ V XdbeVcn id ^ih =VhZ NdakZcXn =j[[Zg dg gZfj^gZY XVe^iVa+ O]Z =VhZ

NdakZcXn =j[[Zg) YZ[^cZY Wn JNAD) ^h i]Z V\\gZ\ViZ d[ Vaa YZ[^cZY XVe^iVa gZfj^gZbZcih bjai^ea^ZY Wn V hXVaVg d[ .+-2+ O]Z idiVa XVe^iVa gZhdjgXZh VgZ

egdk^YZY Wn i]Z hjb d[ <kV^aVWaZ >Ve^iVa) Njgeajh <aadlVcXZ VcY @a^\^WaZ ?Zedh^ih+ <h V >VcVY^Vc a^[Z ^chjgZg) =<> ^h hjW_ZXi id GD><O+ R^i] V GD><O

gVi^d d[ .04#) .31# VcY /-/# Vh Vi ?ZXZbWZg 0.) /-/-) /-.6 VcY /-.5) =<>xh GD><O gVi^d ^h VWdkZ JNADxh NjeZgk^hdgn OVg\Zi OdiVa MVi^d d[ .--#

VcY b^c^bjb OdiVa MVi^d d[ 6-#+

O]Z >dbeVcnxh XVe^iVa WVhZ Xdch^hih Zci^gZan d[ idiVa Zfj^in d[ "50+- b^aa^dc VcY "32+2 b^aa^dc Vh Vi ?ZXZbWZg 0.) /-/- VcY /-.6+

NOTE 12. SHARE CAPITAL

Jc ?ZXZbWZg .4) /-/-) i]Z >dbeVcn ^hhjZY Vc VYY^i^dcVa .4)--- Xdbbdc h]VgZh id =<H [dg XVh] Xdch^YZgVi^dc d[ ".0 b^aa^dc %/-.6 t 2)---

Xdbbdc h]VgZh Vi "1 b^aa^dc&+ O]Z >dbeVcnxh h]VgZh ]VkZ cd hiViZY eVg kVajZ+

=<Cxh Vji]dg^oZY h]VgZ XVe^iVa Xdbeg^hZh Vc jca^b^iZY cjbWZg d[ Xdbbdc h]VgZh d[ l]^X] V idiVa d[ .-.)0.1 lZgZ ^hhjZY VcY djihiVcY^c\ Vh Vi

?ZXZbWZg 0.) /-/- %/-.6 t 51)0.1&) Vaa d[ l]^X] lZgZ ^hhjZY Wn i]Z >dbeVcn [dg idiVa XVh] Xdch^YZgVi^dc d[ "45 b^aa^dc %/-.6 t "32 b^aa^dc&+

N]VgZh ^hhjZY VcY djihiVcY^c\ X]Vc\ZY Vh [daadlh7

<N <O ?@>+ 0. 2020 /-.6

Number
of Shares

(000’s) Value

IjbWZg d[
N]VgZh
%---xh& QVajZ

JjihiVcY^c\) WZ\^cc^c\ d[ nZVg   84  $64,612  45 "26)56-

DhhjZY   17    13,364  3 1)4//

JjihiVcY^c\) ZcY d[ nZVg   101    77,976  51 31)3./

O]ZgZ lZgZ cd egZ[ZggZY h]VgZ Y^hig^Wji^dch Yjg^c\ i]Z eZg^dY VcY i]Z >dbeVcn ]Vh cd Y^aji^kZ ^chigjbZcih djihiVcY^c\+ O]Z XdbedcZcih d[ WVh^X

ZVgc^c\h eZg h]VgZ VgZ hjbbVg^oZY ^c i]Z [daadl^c\ iVWaZ7

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 /-.6 /-.5

IZi ^cXdbZ %adhh& Viig^WjiVWaZ id h]VgZ]daYZgh $1,608  "2)2/4 "%2-4&

RZ^\]iZY VkZgV\Z t Xdbbdc h]VgZh   85.0  5.+3 4-+1

>dbbdc h]VgZh   85.0  5.+3 4-+1
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CONSOLIDATED FINANCIAL STATEMENTS OF

BROOKFIELD ANNUITY HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at December 31, 2020 and December 31, 2019 and for the years ended

December 31, 2020, 2019 and 2018

NOTE 13. OPERATING EXPENSES

JeZgVi^c\ ZmeZchZh ^cXajYZ i]Z [daadl^c\7

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 2019 2018

NVaVg^Zh VcY WZcZ[^ih ZmeZchZ $ 2,694  "/)2-6 "/)//4

Kgd[Zhh^dcVa hZgk^XZh   2,270  .)520 .)/.3

Nd[ilVgZ   776  360 254

NVaZh VcY XVe^iVa iVmZh.   (1,347)  102 ...

?^gZXidg [ZZh   151  ./2 .-5

?ZegZX^Vi^dc d[ egdeZgin) Zfj^ebZci VcY MJP VhhZih +   446  /.4 //6

G^XZchZh VcY [ZZh   89  51 2.

>gZY^i gVi^c\   63  43 43

Ji]Zg   463  111 033

OdiVa deZgVi^c\ ZmeZchZh $ 5,605  "3)103 "1)64.

.+ ?jZ id cZl ^c[dgbVi^dc VcY ZmeZg^ZcXZ ^c /-/-) i]Z >dbeVcn gZXd\c^oZY i]Z Z[[ZXi d[ V X]Vc\Z ^c VXXdjci^c\ Zhi^bViZ egdheZXi^kZan ^c egd[^i VcY

adhh+

NOTE 14. INCOME TAXES

MZXdcX^a^Vi^dc id hiVijidgn ^cXdbZ iVm gViZ7

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 2019 2018

>jggZci iVm7

>jggZci iVm dc egd[^ih [dg i]Z nZVg $596  ".25 "t

<Y_jhibZcih ^c gZheZXi d[ eg^dg nZVgh   (13)  t t

OdiVa XjggZci iVm   583  .25 t

?Z[ZggZY iVm7

Jg^\^cVi^dc VcY gZkZghVa d[ iZbedgVgn Y^[[ZgZcXZh   (42)  t t

DcXdbZ iVm ZmeZchZ $541  ".25 "t
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CONSOLIDATED FINANCIAL STATEMENTS OF

BROOKFIELD ANNUITY HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at December 31, 2020 and December 31, 2019 and for the years ended

December 31, 2020, 2019 and 2018

O]Z >dbeVcnxh Z[[ZXi^kZ ^cXdbZ iVm gViZ Y^[[Zgh [gdb i]Z hiVijidgn ^cXdbZ iVm gViZ ^h Vh [daadlh7

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 2019 2018

IZi ^cXdbZ %adhh& WZ[dgZ ^cXdbZ iVmZh $2,149  " 2)352 "%2-4&

NiVijidgn ^cXdbZ iVm gViZ   25%  /3+4# /3+4#

DcXdbZ iVm Vi hiVijidgn gViZh   537  .)2.5 %.02&

OVm Z[[ZXi d[7

Idc*iVmVWaZ ^ckZhibZci ^cXdbZ   (36)  t t

Idc*YZYjXi^WaZ ^iZbh   2  10 t

<Y_jhibZcih gZaVi^c\ id eg^dg nZVgh   (13)  t t

PcgZXd\c^oZY %gZXd\c^oZY& YZ[ZggZY iVmZh   (47)  %.)126& .02

Ji]Zg   98  23 t

OdiVa ^cXdbZ iVm ZmeZchZ   541  .25   — 

O]Z iVm ZmeZchZ gZaVi^c\ id XdbedcZcih d[ di]Zg XdbegZ]Zch^kZ ^cXdbZ ^h Vh [daadlh7

PcgZVa^oZY \V^c,%adhh& dc <AN VhhZih   938  05. %.-0&

OVm %X]Vg\Z&,XgZY^i   (237)  %..& t

<[iZg iVm   701  /34 %.-0&

>jggZci iVm ZmeZchZ   237  .. t

?Z[ZggZY iVm ZmeZchZ   —  t t

OdiVa iVm ZmeZchZ   237  .. t

O]Z XjggZci ZcVXiZY XdgedgViZ iVm gViZ Vh ^i ^beVXih i]Z >dbeVcn ^c /-/- ^h /2+-# %/-.6 t /3+4#&+ ?jZ id cZl ^c[dgbVi^dc VcY ZmeZg^ZcXZ ^c /-/-)

i]Z >dbeVcn egdheZXi^kZan X]Vc\ZY ^ih Zhi^bViZ [dg hVaZh VcY XVe^iVa iVmZh i]Vi ]VY WZZc eV^Y ^c nZVgh eg^dg id /-/-) gZhjai^c\ ^c V gZ[jcY VcY V X]Vc\Z

id i]Z iVm gViZ [dg /-/-+ Idc*iVmVWaZ ^ckZhibZci ^cXdbZ ^cXajYZh Y^k^YZcY ^cXdbZ [gdb >VcVY^Vc XdgedgVi^dch+ IdcYZYjXi^WaZ ^iZbh VcY VY_jhibZcih

gZaVi^c\ id eg^dg nZVgh gZaViZ id Y^[[ZgZcXZh ^c egdeZgin) Zfj^ebZci) aZVhZh VcY bZVah $ ZciZgiV^cbZci+ PcgZXd\c^oZY %gZXd\c^oZY& YZ[ZggZY iVmZh gZXdgYZY

^c /-.6 eg^bVg^an gZaViZ id cdc*XVe^iVa adhh XVggn[dglVgYh+ Ji]Zg ^cXajYZh i]Z Z[[ZXih d[ X]Vc\Z ^c VXXdjci^c\ Zhi^bViZh YjZ id cZl ^c[dgbVi^dc VcY

ZmeZg^ZcXZ ^c /-/- gZaVi^c\ id i]Z Z[[ZXi^kZ iVm gViZ) deZgVi^dch ^c V adl iVm [dgZ^\c _jg^hY^Xi^dc VcY [dgZ^\c ZmX]Vc\Z igVchaVi^dc+
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CONSOLIDATED FINANCIAL STATEMENTS OF

BROOKFIELD ANNUITY HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at December 31, 2020 and December 31, 2019 and for the years ended

December 31, 2020, 2019 and 2018

O]Z \gdhh bdkZbZci dc i]Z YZ[ZggZY ^cXdbZ iVm VXXdjci ^h Vh [daadlh7

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 2019

=Z\^cc^c\ =VaVcXZ) EVcjVgn .   —  " t

OVm Wdd`ZY id ^cXdbZ hiViZbZci   44  15

OVm Wdd`ZY id J>D   —  .

@cY^c\ =VaVcXZ) ?ZXZbWZg 0.   44  16

?ZgZXd\c^i^dc d[ YZ[ZggZY iVm VhhZih   —  %16&

?Z[ZggZY iVmZh gZXd\c^oZY ^c i]Z nZVg   44  t

?Z[ZggZY iVm VhhZi

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 2019

KgdeZgin VcY Zfj^ebZci $39  " 14

GZVhZ a^VW^a^in %cZi d[ aZVhZ VhhZih&   5  /

?Z[ZggZY iVmZh   44  16

?ZgZXd\c^i^dc d[ YZ[ZggZY iVm VhhZih   —  %16&

?Z[ZggZY iVmZh gZXd\c^oZY ^c i]Z nZVg   44  t

?Z[ZggZY iVm VhhZi gZXd\c^oZY gZaViZh id iZbedgVgn Y^[[ZgZcXZh+

NOTE 15. FINANCIAL COMMITMENT

<h Vi ?ZXZbWZg 0.) /-/-) =<> ]VY adVc Xdbb^ibZci V\gZZbZcih l^i] V i]^gY eVgin id i]Z bVm^bjb d[ ".1+2 b^aa^dc ZmXajh^kZ d[ iVmZh VcY di]Zg

deZgVi^c\ ZmeZchZh %/-.6 t "5+1 b^aa^dc&) <h Vi ?ZXZbWZg 0.) /-/-) ".-+- b^aa^dc lVh adVcZY %/-.6 t "2+1 b^aa^dc&+ O]Z Vbdjci lVh gZXd\c^oZY Vh

Vc jcgViZY WdcY+

NOTE 16. SUPPLEMENTARY INSURANCE INFORMATION

O]Z [daadl^c\ iVWaZ egZhZcih hjeeaZbZciVgn ^c[dgbVi^dc [dg djg ^chjgVcXZ deZgVi^dch7

<N <O <I?
AJM OC@ T@<M @I?@? ?@>+ 0.
PN" OCJPN<I?N

Insurance
contract
liabilities

Reinsurance
assets

Net
investment
income on

reserve
Benefit

expenses

Benefit
expenses

ceded
Gross

premiums
Ceded

premiums

Dec. 31, 2020 $1,338,730  $ 190,070  $ 82,305  $63,349  $(24,569)  $431,070  $ (634) 

?ZX+ 0.) /-.6 523)031 .64).31 22)236 05)312 %.0)2-/& 2-0)355 %.45)246&

?ZX+ 0.) /-.5 %/03& .0)1-5 t .3-).13 t
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CONSOLIDATED FINANCIAL STATEMENTS OF
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at December 31, 2020 and December 31, 2019 and for the years ended

December 31, 2020, 2019 and 2018

NOTE 17. SUBSEQUENT EVENTS

Dc ?ZXZbWZg /-/-) i]Z >dbeVcn ^hhjZY .4)--- Xdbbdc h]VgZh id =<H [dg V idiVa kVajZ d[ ".0+1 b^aa^dc+

Dc HVgX] /-/-) i]Z RdgaY CZVai] Jg\Vc^oVi^dc YZXaVgZY V \adWVa eVcYZb^X gZaViZY id >JQD?*.6+ Od YViZ) i]ZgZ ]VkZ WZZc gZhig^Xi^dch dc i]Z XdcYjXi d[

Wjh^cZhh ^c bVcn _jg^hY^Xi^dch+ O]Z adc\Zg*iZgb ^beVXih d[ i]Z \adWVa eVcYZb^X l^aa YZeZcY dc [jijgZ YZkZadebZcih l]^X] VgZ ]^\]an jcXZgiV^c)

XdchiVcian Zkdak^c\ VcY Y^[[^Xjai id egZY^Xi+ O]ZhZ ^beVXih bVn Y^[[Zg ^c bV\c^ijYZ YZeZcY^c\ dc V cjbWZg d[ hXZcVg^dh) l]^X] lZ Xdci^cjZ id bdc^idg

VcY iV`Z ^cid Xdch^YZgVi^dc ^c djg YZX^h^dc bV`^c\ Vh lZ Xdci^cjZ id VhhZhh bZY^jb id adc\*iZgb ^beVXih dc djg Wjh^cZhh+
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CONDENSED FINANCIAL STATEMENTS OF BROOKFIELD ANNUITY HOLDINGS INC.

(PARENT COMPANY)

<aa deZgVi^c\ VXi^k^i^Zh d[ =gdd`[^ZaY <ccj^in CdaY^c\h DcX+ %i]Z uKVgZci >dbeVcnv& VgZ XdcYjXiZY Wn ^ih hjWh^Y^Vg^Zh) =gdd`[^ZaY <ccj^in >dbeVcn

%u=<>v&) =gdd`[^ZaY <ccj^in PN DcX+ %u=<PNv&) Idgi] @cY MZ %=ZgbjYV& GiY+ %uI@M GiY+v&) VcY Idgi] @cY MZ %>VnbVc& NK> %uI@M NK>v&+ =<PN

^h V l]daan dlcZY hjWh^Y^Vgn d[ =<>+ O]Z >dbeVcn ^h V ]daY^c\ XdbeVcn i]Vi YdZh cdi XdcYjXi Vcn hjWhiVci^kZ Wjh^cZhh deZgVi^dch VcY YdZh cdi ]VkZ

Vcn VhhZih di]Zg i]Vc ^ckZhibZcih ^c ^ih hjWh^Y^Vg^Zh+ O]Z deZgVi^c\ hjWh^Y^Vg^Zh VgZ gZ\jaViZY ^chjgVcXZ XdbeVc^Zh VcY i]ZgZ[dgZ ]VkZ gZhig^Xi^dch dc i]Z

VW^a^in id eVn Y^k^YZcYh) adVc [jcYh VcY bV`Z di]Zg jehigZVb Y^hig^Wji^dch id i]Z >dbeVcn l^i]dji eg^dg VeegdkVa Wn adXVa gZ\jaVidgh+

O]ZhZ XdcYZchZY eVgZci XdbeVcn [^cVcX^Va hiViZbZcih ]VkZ WZZc egZeVgZY jh^c\ i]Z hVbZ VXXdjci^c\ eg^cX^eaZh VcY eda^X^Zh YZhXg^WZY ^c i]Z cdiZh id

i]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih+ MZ[Zg id i]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih VcY cdiZh egZhZciZY VWdkZ [dg VYY^i^dcVa ^c[dgbVi^dc VcY

Y^hXadhjgZh l^i] gZheZXi id i]ZhZ XdcYZchZY [^cVcX^Va hiViZbZcih+
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PARENT COMPANY INFORMATION

BROOKFIELD ANNUITY HOLDINGS INC.

SCHEDULE I — CONDENSED STATEMENTS OF FINANCIAL POSITION

<N <O
PN" OCJPN<I?N Dec. 31, 2020 Dec. 31, 2019

Assets

DckZhibZcih ^c hjWh^Y^Vg^Zh $ 83,163  " 32)123

Total Assets $ 83,163  " 32)123

Equity

N]VgZ XVe^iVa $ 77,976  " 31)3./

<XXjbjaViZY hjgeajh %YZ[^X^i&   1,646  05

<XXjbjaViZY di]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh&   3,541  5-3

Total equity $ 83,163  " 32)123

The accompanying notes to the condensed financial statements are an integral part of these financial statements.
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PARENT COMPANY INFORMATION

BROOKFIELD ANNUITY HOLDINGS INC.

SCHEDULE I — CONDENSED STATEMENTS OF OPERATING RESULTS

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 2019 2018

DcXdbZ %adhh& d[ Zfj^in bZi]dY ^ckZhibZcih $1,608  "2)2/4 "%2-4&

Net income (loss) $1,608  "2)2/4 "%2-4&

The accompanying notes to the condensed financial statements are an integral part of these financial statements.
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PARENT COMPANY INFORMATION

BROOKFIELD ANNUITY HOLDINGS INC.

SCHEDULE I — CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 2019 2018

IZi ^cXdbZ %adhh& $1,608  "2)2/4 " %2-4&

Ji]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh&   2,735  0)/13 %0)//6&

Comprehensive income (loss) $4,343  "5)440 "%0)403&

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

A*14



Table of Contents

PARENT COMPANY INFORMATION

BROOKFIELD ANNUITY HOLDINGS INC.

SCHEDULE I — CONDENSED STATEMENTS OF CHANGES IN EQUITY

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N Share Capital

Accumulated
Surplus
(Deficit) AOCI Total

=VaVcXZ Vh Vi ?ZX+ 0.) /-.6 " 31)3./ " 05 " 5-3 "32)123

IZi ^cXdbZ %adhh& t .)3-5 t .)3-5

Ji]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh& t t /)402 /)402

>dbegZ]Zch^kZ ^cXdbZ %adhh& t .)3-5 /)402 1)010

@fj^in ^hhjVcXZh .0)031 t t .0)031

Balance as at Dec. 31, 2020 $ 77,976  $ 1,646  $ 3,541  $83,163 

=VaVcXZ Vh Vi ?ZX+ 0.) /-.5 " 26)56- " %2)156& "%/)11-& "2.)63.

IZi ^cXdbZ %adhh& t 2)2/4 t 2)2/4

Ji]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh& t t 0)/13 0)/13

>dbegZ]Zch^kZ ^cXdbZ %adhh& t 2)2/4 0)/13 5)440

@fj^in ^hhjVcXZh 1)4// t t 1)4//

Balance as at Dec. 31, 2019 $ 64,612  $ 38  $ 806  $65,456 

=VaVcXZ Vh Vi EVc+ .) /-.5 " 20)6-- " %1)65/& " 456 "16)4-4

IZi ^cXdbZ %adhh& t %2-4& t %2-4&

Ji]Zg XdbegZ]Zch^kZ ^cXdbZ %adhh& t t %0)//6& %0)//6&

>dbegZ]Zch^kZ ^cXdbZ %adhh& t %2-4& %0)//6& %0)403&

@fj^in ^hhjVcXZh 2)66- t t 2)66-

Balance as at Dec. 31, 2018 $ 59,890  $ (5,489)  $(2,440)  $51,961 

The accompanying notes to the condensed financial statements are an integral part of these financial statements.
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PARENT COMPANY INFORMATION

BROOKFIELD ANNUITY HOLDINGS INC.

SCHEDULE I — CONDENSED STATEMENTS OF CASH FLOWS

AJM OC@ T@<MN @I?@? ?@>+ 0.
PN" OCJPN<I?N 2020 2019 2018

Operating activities

IZi ^cXdbZ %adhh& $ 1,608  " 2)2/4 " %2-4&

DiZbh cdi V[[ZXi^c\ XVh]

@fj^in ^c jcY^hig^WjiZY ZVgc^c\h d[ hjWh^Y^Vgn   (1,608)  %2)2/4& 2-4

Net cash from operating activities   —    t t

Investing activities

DckZhibZcih ^c h]VgZh d[ hjWh^Y^Vgn   (13,364)  %1)4//& %2)66-&

Cash used in investing activities   (13,364)  %1)4//& %2)66-&

Financing activities

DhhjVcXZ d[ Xdbbdc h]VgZh   13,364  1)4// 2)66-

Cash from financing activities   13,364  1)4// 2)66-

Cash and cash equivalents

>Vh] VcY XVh] Zfj^kVaZcih) WZ\^cc^c\ d[ i]Z nZVg   —    t t

IZi ^cXgZVhZ %YZXgZVhZ& Yjg^c\ i]Z nZVg   —    t t

Cash and cash equivalents, end of the year $ —    " t " t

The accompanying notes to the condensed financial statements are an integral part of these financial statements.
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PARENT COMPANY INFORMATION

BROOKFIELD ANNUITY HOLDINGS INC.

SCHEDULE I — NOTES TO THE CONDENSED FINANCIAL STATEMENTS

NOTE 1. BASIS OF PRESENTATION

=gdd`[^ZaY <ccj^in CdaY^c\h DcX %i]Z uKVgZci >dbeVcnv& ^h V ]daY^c\ XdbeVcn i]Vi XdcYjXih Vaa d[ ^ih Wjh^cZhh deZgVi^dch i]gdj\] ^ih hjWh^Y^Vg^Zh+ O]Z

KVgZci >dbeVcn %Vc JciVg^d XdgedgVi^dc& lVh ^cXdgedgViZY dc <j\jhi .0) /-.2+

O]Z KVgZci >dbeVcn ^h Ydb^X^aZY ^c >VcVYV VcY l]daan dlch =gdd`[^ZaY <ccj^in >dbeVcn %u=<>v&) =gdd`[^ZaY <ccj^in PN DcX+ %u=<PNv&) Idgi]

@cY MZ %=ZgbjYV& GiY+ %uI@M GiY+v&) VcY Idgi] @cY MZ %>VnbVc& NK> %uI@M NK>v&+ =<> ^h V a^[Z ^chjgVcXZ XdbeVcn ^cXdgedgViZY jcYZg i]Z

DchjgVcXZ >dbeVc^Zh <Xi d[ >VcVYV %i]Z u<Xiv& dc <j\jhi ..) /-.3+

=<> gZXZ^kZY ^ih dgYZg id XdbbZcXZ Wjh^cZhh [gdb i]Z J[[^XZ d[ i]Z NjeZg^ciZcYZci d[ A^cVcX^Va Dchi^iji^dch %uJNADv& dc JXidWZg 0) /-.3 VcY ]Vh

dWiV^cZY ^ih a^XZchZh ^c Vaa egdk^cXZh d[ >VcVYV+ =<> egdk^YZh eZch^dc YZ*g^h`^c\ hdaji^dch i]gdj\] \gdje Vccj^in eda^X^Zh+

I@M GiY+ lVh ^cXdgedgViZY dc Ejan .0) /-.5 ^c =ZgbjYV jcYZg i]Z =ZgbjYV >dbeVc^Zh <Xi .65.+ PcYZg i]Z egdk^h^dch d[ NZXi^dc .1) i]Z hiVijh d[

I@M GiY+ ^h i]Vi d[ Vc ZmZbeiZY XdbeVcn+ I@M GiY+ ^h XjggZcian ^c i]Z egdXZhh d[ dWiV^c^c\ V a^XZchZ id XdcYjXi XdbbZgX^Va adc\*iZgb a^[Z VcY Vccj^in

gZ^chjgVcXZ Wjh^cZhh l^i] i]^gY eVgin Y^gZXi ^chjgZgh+

I@M NK> lVh ^cXdgedgViZY dc <eg^a .4) /-.6 jcYZg i]Z aVlh d[ i]Z >VnbVc DhaVcYh+ I@M NK> ^h VeegdkZY Vh V >aVhh = %^^^& ^chjgZg jcYZg i]Z >VnbVc

DhaVcYhx DchjgVcXZ <Xi) /-.- %Vh VbZcYZY&+ O]Z >dbeVcn ^h a^XZchZY id XdcYjXi XdbbZgX^Va adc\*iZgb a^[Z VcY Vccj^in gZ^chjgVcXZ Wjh^cZhh l^i] i]^gY*

eVgin Y^gZXi ^chjgZgh+

O]Z KVgZci >dbeVcn ]Vh VXXdjciZY [dg i]Z ZVgc^c\h d[ ^ih hjWh^Y^Vg^Zh jcYZg i]Z Zfj^in bZi]dY ^c i]ZhZ jcXdchda^YViZY XdcYZchZY [^cVcX^Va hiViZbZcih+

O]Z KVgZci >dbeVcnxh [jcXi^dcVa XjggZcXn ^h ><?+ O]Z >dbeVcnxh Xdchda^YViZY [^cVcX^Va hiViZbZcih VgZ egZhZciZY ^c PN? Vh i]Z [jcXi^dcVa XjggZcXn

d[ =<H MZ ^h PN?+ AdgZ^\c XjggZcXn YZcdb^cViZY bdcZiVgn VhhZih VcY a^VW^a^i^Zh d[ i]Z >dbeVcn VgZ igVchaViZY jh^c\ i]Z gViZ d[ ZmX]Vc\Z egZkV^a^c\

Vi i]Z gZedgi^c\ YViZ VcY cdc*bdcZiVgn VhhZih VcY a^VW^a^i^Zh bZVhjgZY Vi [V^g kVajZ VgZ igVchaViZY Vi i]Z gViZ d[ ZmX]Vc\Z egZkV^a^c\ Vi i]Z YViZ l]Zc i]Z

[V^g kVajZ lVh YZiZgb^cZY+ MZkZcjZh VcY ZmeZchZh VgZ bZVhjgZY Vi VkZgV\Z gViZh Yjg^c\ i]Z eZg^dY+ BV^ch dg adhhZh dc igVchaVi^dc d[ i]ZhZ ^iZbh VgZ

^cXajYZY ^c cZi ^cXdbZ+

Adg ejgedhZh d[ egZhZci^c\ i]Z Xdchda^YViZY [^cVcX^Va hiViZbZcih) VhhZih VcY a^VW^a^i^Zh d[ i]Z >dbeVcn VgZ igVchaViZY jh^c\ i]Z ZmX]Vc\Z gViZ egZkV^a^c\

Vi i]Z gZedgi^c\ YViZ+ MZkZcjZ VcY ZmeZchZh VgZ bZVhjgZY Vi igVchVXi^dcVa dg VkZgV\Z gViZh Yjg^c\ i]Z eZg^dY+ BV^ch dg adhhZh dc igVchaVi^dc d[ i]ZhZ

^iZbh VgZ ^cXajYZY ^c di]Zg XdbegZ]Zch^kZ ^cXdbZ+

Id Y^k^YZcYh ]VkZ WZZc gZXZ^kZY [gdb Vcn d[ djg hjWh^Y^Vg^Zh ^c i]Z eVhi i]gZZ nZVgh+

NOTE 2. COMMITMENTS AND CONTINGENCIES

O]Z KVgZci >dbeVcn ]Vh cd bViZg^Va Xdbb^ibZcih dg Xdci^c\ZcX^Zh Yjg^c\ i]Z gZedgiZY eZg^dYh+
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS AT MAR. 31, 2023 AND DEC. 31, 2022
US$ MILLIONS, EXCEPT SHARE DATA Note 2023 2022
Assets

Available-for-sale fixed maturity securities, at fair value (net of allowance for credit 
losses of $22 in 2023 and $30 in 2022) (amortized cost of $17,894 in 2023 and 
$17,353 in 2022)   .......................................................................................................... 3 $ 16,565 $ 16,603 

Equity securities, at fair value      ........................................................................................... 4  1,159  1,253 
Mortgage loans on real estate (net of allowance for credit loss of $52 in 2023 and $41 

in 2022   .......................................................................................................................... 5  5,963  5,888 
Private loans, net    ................................................................................................................ 9  1,199  1,144 
Real estate and real estate partnerships (net of accumulated depreciation of $17 in 2023 

and $14 in 2022)   ........................................................................................................... 6  1,107  1,036 
Investment funds    ................................................................................................................ 9  1,757  1,396 
Policy loans     ........................................................................................................................ 9  376  374 
Short-term investments     ...................................................................................................... 9  2,635  2,402 
Other invested assets, net     ................................................................................................... 9  326  211 

Total investments  ...................................................................................................  31,087  30,307 
Cash and cash equivalents   ..................................................................................................  2,354  2,145 
Accrued investment income    ...............................................................................................  352  341 
Deferred policy acquisition costs    ....................................................................................... 12  1,703  1,595 
Reinsurance funds withheld     ............................................................................................... 10  6,004  5,806 
Premiums due and other receivables    ..................................................................................  476  436 
Deferred tax asset     ...............................................................................................................  433  470 
Reinsurance recoverables, net   ............................................................................................  615  595 
Property and equipment (net of accumulated depreciation of $12 in 2023 and $7 in 

2022).............................................................................................................................  193  194 
Other assets    ........................................................................................................................ 13  636  516 
Separate account assets     ..................................................................................................... 11  1,098  1,045 

Total assets    .............................................................................................................................  44,951  43,450 
Liabilities

Future policy benefits     ......................................................................................................... 14  8,349  7,966 
Policyholders' account balances   ......................................................................................... 15  20,784  20,141 
Policy and contract claims   .................................................................................................. 17  1,825  1,786 
Deposit liabilities  ................................................................................................................ 10  1,643  1,657 
Market risk benefit    ............................................................................................................. 16  119  124 
Unearned premium reserve     ................................................................................................  1,119  1,086 
Due to related parties .......................................................................................................... 23  247  241 
Other policyholder funds     ....................................................................................................  323  322 
Notes payable  .....................................................................................................................  184  151 
Corporate borrowings     ......................................................................................................... 18  2,049  2,160 
Subsidiary borrowings ........................................................................................................ 18  1,493  1,492 
Liabilities issued to reinsurance entities   .............................................................................  166  151 
Other liabilities     ...................................................................................................................  1,117  836 
Separate account liabilities     ................................................................................................. 11  1,098  1,045 

Total liabilities ........................................................................................................................  40,516  39,158 
Junior Preferred Shares, par value $25 per share, redemption amount of $2,512   ................... 20  2,607  2,580 

Equity
Class A exchangeable and Class B (10,450,952 Class A exchangeable shares and 
24,000 Class B shares outstanding as at 2023; 9,594,989 Class A exchangeable shares 
and 24,000 Class B shares outstanding as at 2022; with par value of $33.63 per share)   ...  460  432 
Class C (41,314,891 and 40,934,623 Class C shares outstanding as at 2023 and 2022, 
respectively)     .......................................................................................................................  1,359  1,272 
Non-controlling interests   ....................................................................................................  9  8 

Total equity    ............................................................................................................................  1,828  1,712 
Total liabilities and equity    .................................................................................................... $ 44,951 $ 43,450 

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS, EXCEPT PER SHARE AMOUNTS Note 2023 2022
Net premiums    ................................................................................................ $ 800 $ 109 
Other policy revenue    .....................................................................................  97  — 
Net investment income   ................................................................................. 3, 8  400  56 
Investment related gains (losses), net      ........................................................... 8  (106)  28 
Net investment results from funds withheld    .................................................  12  85 
Total revenues    .............................................................................................  1,203  278 

Claims and policyholder benefits 14  (742)  (105) 
Interest sensitive contract benefits    ................................................................ 15  (241)  (18) 
Commissions for acquiring and servicing policies      ....................................... 12  (180)  — 
Net change in deferred policy acquisition costs  ............................................ 12  112  20 
Change in fair value of market risk benefit  ................................................... 16  (6)  12 
Other reinsurance expenses   ...........................................................................  (14)  (4) 
Operating expenses    .......................................................................................  (176)  (17) 
Interest expense     .............................................................................................  (60)  (5) 
Total benefits and expenses     ........................................................................  (1,307)  (117) 
Net income (loss) before income taxes  .......................................................  (104)  161 
Income tax recovery (expense)     ..................................................................... 19  11  (5) 
Net income (loss) for the period    ................................................................. $ (93) $ 156 
Attributable to:
Class A exchangeable and Class B shareholders  ..........................................  1  2 
Class C shareholders  .....................................................................................  (99)  154 
Non-controlling interests   ...............................................................................  5  — 

$ (93) $ 156 
Net income (loss) per class C share  ............................................................
Basic   .............................................................................................................. 21 $ (3.09) $ 6.54 

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

FOR THE THREE MONTHS ENDED MAR. 31
US$  MILLIONS Note 2023 2022
Net income (loss)     .......................................................................................... $ (93) $ 156 
Other comprehensive income (loss), net of tax

Equity accounted other comprehensive income (loss)    .............................  —  (17) 
Net unrealized gain (loss) on available for sale securities      .......................  407  (269) 
Foreign currency translation .....................................................................  (2)  3 
Change in discount rate for future policyholder benefit liability   .............  (178)  206 
Change in instrument specific credit risk for market risk benefit   ............  12  (6) 
Defined benefit pension plan adjustment     .................................................  1  — 

Total other comprehensive income (loss)  .................................................. 22  240  (83) 
Comprehensive income (loss)     .................................................................... $ 147 $ 73 

Attributable to:
Class A exchangeable and Class B shareholders  ..........................................  1  2 
Class C Shareholders     ....................................................................................  141  71 
Non-controlling interests   ...............................................................................  5  — 

$ 147 $ 73 

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Class A exchangeable and Class B 
shareholders Class C shareholders

AS AT AND FOR THE THREE MONTHS ENDED
MAR. 31 2023
US$ MILLIONS Share Capital

Retained 
earnings Total Share Capital

Retained 
earnings 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss) Total

Non-
controlling 

interests
Total 

Equity

Balance as at January 1, 2023     ........................ $ 423 $ 9 $ 432 $ 1,467 $ 365 $ (560) $ 1,272 $ 8 $ 1,712 
Changes in the period:

Net income      ..................................................  —  1  1  —  (99)  —  (99)  5  (93) 
Other comprehensive loss     ............................  —  —  —  —  —  240  240  —  240 

Comprehensive income (loss)   ...........................  —  1  1  —  (99)  240  141  5  147 
Other items:

Equity issuances   ...........................................  38  —  38  —  —  —  —  38 
     Dividends and distributions1

       ........................  (1)  —  (1)  —  (67)  —  (67)  (4)  (72) 
     Other   ............................................................  (10)  —  (10)  10  —  3  13  —  3 
Total change in the period   .................................  27  1  28  10  (166)  243  87  1  116 
Balance as at March 31, 2023   ......................... $ 450 $ 10 $ 460 $ 1,477 $ 199 $ (317) $ 1,359 $ 9 $ 1,828 

1. The Company distributed $0.07 in the form of a return of capital per each Class A exchangeable and Class B share in the first quarter of 2023.

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)
Class A exchangeable and Class B 

shareholders Class C shareholders

AS AT AND FOR THE THREE MONTHS ENDED
MAR. 31 2022
US$ MILLIONS Share Capital

Retained 
earnings Total Share Capital

Retained 
earnings 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss) Total

Non-
controlling 

interests
Total 

Equity

Balance as at January 1, 2022      ........................ $ 536 $ 3 $ 539 $ 963 $ (106) $ (42) $ 815 $ — $ 1,354 
Changes in the period:

Net income   ....................................................  —  2  2  —  154  —  154  —  156 
Other comprehensive loss     ............................  —  —  —  —  —  (83)  (83)  —  (83) 

Comprehensive income (loss)     ...........................  —  2  2  —  154  (83)  71  —  73 
Other items:
     Return of capital1

   ..........................................  (2)  —  (2)  —  26  (5)  21  —  19 
Total change in the period    .................................  (2)  2  —  —  180  (88)  92  —  92 
Balance as at March 31, 2022     ......................... $ 534 $ 5 $ 539 $ 963 $ 74 $ (130) $ 907 $ — $ 1,446 

1.      The Company distributed $0.14 in the form of a return of capital per each Class A exchangeable and Class B share in the first quarters of 2022.

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE THREE MONTHS ENDED MAR. 31
US$  MILLIONS 2023 2022
Operating activities

Net income for the year   ........................................................................................................ $ (93) $ 156 
Adjustments for non-cash items:

Accretion on investments and depreciation   ....................................................................  (15)  3 
Net losses (gains) on investments and derivatives   ..........................................................  121  111 
Investment credit losses (reversals)    ................................................................................  5  (1) 
Income from real estate partnerships, investment funds and corporations   .....................  (28)  (13) 
Distributions from real estate partnerships, investment funds and corporations     ............  36  — 
Interest credited to policyholder account balances    .........................................................  140  — 
Deferred income taxes     ....................................................................................................  (13)  5 

Changes in operating assets and liabilities:
Policyholder liabilities    ....................................................................................................  461  (7) 
Deposit liabilities    ............................................................................................................  (53)  (1) 
Reinsurance funds withheld   ............................................................................................  (233)  (136) 
Deferred policy acquisition costs    ....................................................................................  (103)  (24) 
Reinsurance recoverable  .................................................................................................  16  16 
Prepaid reinsurance premiums    ........................................................................................  4  — 
Accrued investment income  ............................................................................................  (11)  — 
Liability for retirement benefits      ......................................................................................  (6) 0
Working capital and other ...............................................................................................  (30)  (32) 

Cash flows from operating activities   ...................................................................................  198  77 
Investing activities

Purchase of investments
Available-for-sale fixed maturity securities  ....................................................................  (1,657)  (470) 
Equity securities    ..............................................................................................................  (85)  (184) 
Mortgage loans on real estate    .........................................................................................  (182)  (169) 
Real estate and real estate partnerships  ...........................................................................  (89)  — 
Investment funds    .............................................................................................................  (149)  — 
Policy loans   .....................................................................................................................  —  (192) 
Short-term investments  ...................................................................................................  (2,965)  (1,044) 
Other invested assets   .......................................................................................................  (445)  — 

Proceeds from sales and maturities of investments
Available-for-sale fixed maturity securities  ....................................................................  2,017  282 
Equity securities    ..............................................................................................................  27  — 
Mortgage loans on real estate    .........................................................................................  97  2 
Real estate and real estate partnerships  ...........................................................................  —  — 
Investment funds    .............................................................................................................  19  (253) 
Policy loans   .....................................................................................................................  —  — 
Short-term investments  ...................................................................................................  3,068  1,582 
Other invested assets   .......................................................................................................  307  83 

Purchases of derivatives    .......................................................................................................  (58)  — 
Proceeds from sales and maturities of derivatives    ...............................................................  —  94 
Purchase of intangibles and property and equipment   ...........................................................  (26)  — 
Proceeds from sales of intangibles and property and equipment     .........................................  14  — 
Change in collateral held for derivatives   ..............................................................................  36  — 
Other, net    ..............................................................................................................................  (3)  — 

Cash flows from investing activities  ....................................................................................  (74)  (269) 
Financing activities

Distributions to common stockholders    .................................................................................  —  (2) 
Borrowings from external parties  .........................................................................................  338  85 
Repayment of borrowings to external parties     ......................................................................  (450)  (27) 
Borrowings issued to reinsurance entities    ............................................................................  —  118 
Repayment of borrowings issued to reinsurance entities     .....................................................  —  (52) 
Policyholders’ account deposits     ...........................................................................................  725  — 
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Policyholders’ account withdrawals   .....................................................................................  (543)  — 
Proceeds from repurchase agreement   ...................................................................................  30  108 
Repayments of repurchase agreement ..................................................................................  (14)  (108) 

Cash flows from financing activities     ...................................................................................  86  122 
Cash and cash equivalents

Cash and cash equivalents, beginning of period  ..................................................................  2,145  393 
Net change during the period     ...............................................................................................  210  (70) 
Foreign exchange on cash balances held in foreign currencies      ...........................................  (1)  — 

Cash and cash equivalents, end of period    ........................................................................... $ 2,354 $ 323 

Supplementary cash flow disclosures
Cash taxes recovered    ............................................................................................................  12 $ — 
Cash interest paid    .................................................................................................................  49  — 
Dividends and interest income received  ...............................................................................  77  26 
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NOTE 1. NATURE OF OPERATIONS

Brookfield Reinsurance Ltd. (“Brookfield Reinsurance” or the “Company”) is a Bermuda corporation incorporated 
on December 10, 2020 and governed by the laws of Bermuda. 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 
“BNRE”. 

On June 28, 2021, Brookfield Corporation ("Brookfield") completed the spin-off of the Pension Risk Transfer 
business (the "Business") to the Company and the special dividend declaration to holders of Brookfield's Class A 
and B Shares. Brookfield 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 were common control transactions.

In December 2022, the Company changed its name from Brookfield Asset Management Reinsurance Partners Ltd. 
to Brookfield Reinsurance Ltd. and changed its trading symbol from “BAMR” to “BNRE”. The Company’s 
operations are located primarily in Bermuda, the United States, Canada, and the Cayman Islands. The Company’s 
registered head office is Ideation House, 1st Floor, 94 Pitts Bay Road, Pembroke, HM08, 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.”), North End Re (Cayman) 
SPC (“NER SPC”), Brookfield Annuity Company (“BAC”) and American National Group, LLC (“American 
National”). 

The Company operates a leading capital solutions business providing insurance and reinsurance services to 
individuals and institutions. Through its operating subsidiaries, Brookfield Reinsurance offers a broad range of 
insurance products and services, including life insurance and annuities, and personal and commercial property and 
casualty insurance. The business is presently conducted through our subsidiaries under three operating segments: 
Direct Insurance, Reinsurance, and PRT. 

 NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PRACTICES

The accompanying unaudited interim condensed consolidated financial statements ("financial statements") and notes 
thereto, including all prior periods presented, have been presented under accounting principles generally accepted in 
the United States of America (“GAAP”). 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 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.

The preparation of financial statements requires the use of estimates and assumptions that affect the reported 
amounts of assets, liabilities, revenues and expenses, disclosure of contingent assets and liabilities during the 
reporting period.

Included among the material (or potentially material) reported amounts and disclosures that require use of estimates 
are: fair value of certain financial assets, derivatives, allowances for credit losses, deferred acquisition costs 
(“DAC”), value of business acquired (“VOBA”), goodwill and other intangibles, market risk benefits, future policy 
benefits, pension plans, income taxes including the recoverability of our deferred tax assets, and the potential effects 
of resolving litigated matters. Such estimates and assumptions are subject to inherent uncertainties, which may result 
in actual amounts differing from reported amounts.
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Class A exchangeable shares: 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 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), plus unpaid distributions. 
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. As class A exchangeable shares 
rank in priority to the class C shares, they are not considered common stock of the Company.

Class B shares: the Company’s equity interests include the class B shares held by Brookfield Reinsurance  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 Brookfield Reinsurance 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. As class B shares rank in priority to the Class C shares, they 
are not considered common stock of the Company.

Class C shares: the Company’s equity interests include the class C shares held by Brookfield. 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. 

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.

Preferred shares: on May 25, 2022, the Company issued 98,351,547 Class A Junior Preferred Shares, Series 1 
(“preferred shares”), to Brookfield, for proceeds of $2.5 billion. Each preferred share is non-voting and is 
redeemable at $25 per share. On December 9, 2022, Brookfield Reinsurance issued 2,108,733 Class A Junior 
Preferred Shares, Series 2 ("preferred shares") for $53 million to Brookfield. Each of these preferred shares is 
redeemable, together with any accrued and unpaid dividends, at the option of the issuer, subject to certain 
restrictions. Further, these preferred shares entitle the holders thereof to a fixed cumulative 4.5% preferential cash 
dividend payable annually as and when declared by the issuer’s board of directors. 

The Class A Junior Preferred Shares are retractable by the holder, at par value together with an amount equal to all 
dividends accrued and unpaid, on demand, at any point on or after the seventh anniversary of the date of issue. The 
preferred shares are recognized as temporary equity on the unaudited condensed consolidated statements of financial 
position (“statements of financial position”) due to their redemption feature and are subsequently measured at 
accreted redemption value which is subject to a floor equal to the initial carrying amount. The dividends are 
recognized as a reduction of retained earnings on the unaudited condensed consolidated statements of changes in 
equity (“statements of equity”).

Business combinations are accounted for using the acquisition method. The cost of a business acquisition is 
measured at the aggregate of the fair values at the date of exchange of assets given, liabilities incurred or assumed, 
and equity instruments issued in exchange for control of the acquiree. The acquiree’s identifiable assets, liabilities 
and contingent liabilities are recognized at their fair values at the acquisition date. The interest of non-controlling 
shareholders in the acquiree, if applicable, is initially measured at the non-controlling shareholders’ proportion of 
the net fair value of the identifiable assets, liabilities and contingent liabilities recognized.
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To the extent the fair value of consideration paid exceeds the fair value of the net identifiable tangible and intangible 
assets, the excess is recorded as goodwill. To the extent the fair value of consideration paid is less than the fair value 
of net identifiable tangible and intangible assets, the excess is recognized in net income.

Transaction costs are recorded as operating expenses on the condensed consolidated statements of operations 
("statements of operations"). 

Available-for-sale fixed maturity securities primarily include bonds, asset backed securities (“ABS”) and private 
debt. Available-for-sale fixed maturity securities, which may be sold prior to their contractual maturity, are 
designated as available-for-sale (“AFS”) and are carried at fair value with changes in fair value recognized in other 
comprehensive income. 

For available-for-sale fixed maturity securities in an unrealized loss position, the Company first assesses whether it 
intends to sell the security or will be required to sell the security before recovery of its amortized cost basis. If either 
of these criteria are met, the security’s amortized cost basis is written down to fair value through income in 
"Investment related gains (losses), net". For those that do not meet either indicated criteria, the Company evaluates 
whether the decline in fair value has resulted from credit loss or market factors. In making this assessment, 
management first calculates the extent to which fair value is less than amortized cost, and then may consider any 
changes to the rating of the security by a rating agency, and any specific conditions related to the security. If this 
qualitative assessment indicates that a credit loss exists, the present value of expected cash flows is compared to the 
amortized cost basis of the security. The net present value of the expected cash flows is calculated by discounting 
management’s best estimate of expected cash flows at the effective interest rate implicit in the available-for-sale 
fixed maturity security when acquired. If the present value of expected cash flows is less than the amortized cost 
basis, a credit loss exists and an allowance for credit losses is recorded through income in "Investment related gains 
(losses), net" limited to the amount fair value is less than amortized cost. If the fair value is less than the net present 
value of its expected cash flows at the impairment measurement date, a non-credit loss exists which is recorded in 
other comprehensive income (loss) for the difference between the fair value and the net present value of the 
expected cash flows.

Additions to or releases of the allowance on all available-for-sale fixed maturity securities are reported in 
"Investment related gains (losses)" in the statements of operations.

Equity securities primarily include common stocks, preferred stocks and private equity. Equity securities are 
carried at fair value with changes in fair value recognized in earnings. 

Mortgage loans on real estate are stated at amortized cost, which includes the unamortized principal, interest, 
discounts or premiums and deferred expenses, net of allowances for expected credit loss. Premiums and discounts 
are amortized using the effective yield method over the life of the loan. Interest income, prepayment fees, and 
amortization of premiums and discounts and origination fees are reported in “Net investment income” in the 
statements of operations. However, interest ceases to accrue for loans on which interest is more than 90 days past 
due, when the collection of interest is not probable, or when a loan is in foreclosure. Income on impaired loans is 
reported on a cash basis. When collection of a loan becomes probable, it is placed back into accrual status. Cash 
receipts on impaired loans are recorded as a reduction of principal, interest income, expense reimbursement, or other 
manner in accordance with the loan agreement. In the statements of operations, gains and losses from the sale of 
loans and changes in allowances are reported in “Investment related gains (losses)”.

Mortgage loans are presented net of the Company's recorded allowance for expected credit loss, which represents 
the portion of amortized cost basis on mortgage loans that the Company does not expect to collect. In determining 
the Company’s allowance for credit losses, management: (i) pools and evaluates mortgage loans with similar risk 
characteristics, (ii) considers expected lifetime credit losses adjusted for prepayments and extensions, and (iii) 
considers past events, current economic conditions and forecasts of future economic conditions. The allowance is 
calculated quarterly for each property type based on inputs unique to each loan property type. The Company is using 
the discounted cash flow model to assess expected credit loss.
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On an ongoing basis, mortgage loans with dissimilar risk characteristics (i.e., loans with significant declines in credit 
quality) and collateral dependent mortgage loans (i.e., when the borrower is experiencing financial difficulty, 
including when foreclosure is probable), may be evaluated individually for credit loss. The allowance for credit 
losses for loans evaluated individually is established using the same methodologies for the overall mortgage 
portfolio except for collateral dependent loans. The allowance for a collateral dependent loan is established as the 
excess of amortized cost over the estimated fair value of the loan’s underlying collateral, less selling cost when 
foreclosure is reasonably possible or probable. Accordingly, the change in the estimated fair value of collateral 
dependent loans is recorded as a change in the allowance for credit losses which is recorded on a quarterly basis as a 
charge or credit to earnings.

The Company’s mortgage loans are primarily originated and are not purchased in the secondary market; as such, the 
mortgage loans would not generally be subject to purchased credit deteriorated considerations.

Policy loans are carried at the outstanding balance plus any accrued interest. Due to the collateralized nature of 
policy loans such that they cannot be separated from the policy contracts, the unpredictable timing of repayments 
and the fact that settlement is at outstanding value, the carrying value of policy loans approximates fair value.

Real estate and real estate partnerships comprise of investment real estate, as well as real estate joint ventures and 
other limited partnerships.

Investment real estate including related improvements that are stated at cost less accumulate depreciation, 
depreciation is provided on a straight-line basis over the estimated useful life of the asset (typically 15 to 50 years). 
Rental income is recognized on a straight-line basis over the term of the respective lease. The Company classifies a 
property as held-for-sale if it commits to a plan to sell a property within one year and actively markets the property 
in its current condition for a price that is reasonable in comparison to its estimated fair value. Real estate held-for-
sale is stated at the lower of depreciated cost or estimated fair value less expected disposition costs and is not 
depreciated while it is classified as held-for-sale. The Company periodically reviews its investment real estate for 
impairment and tests properties for recoverability whenever events or changes in circumstances indicate the carrying 
amount of the asset may not be recoverable and the carrying value of the property exceeds its estimated fair value. 
Properties whose carrying values are greater than their undiscounted cash flows are written down to their estimated 
fair value, with the impairment loss included as an adjustment to “Investment related gains (losses)” in the 
statements of operations. Impairment losses are based upon the estimated fair value of real estate, which is generally 
computed using the present value of expected future cash flows from the real estate discounted at a rate 
commensurate with the underlying risks as well as other appraisal methods. Real estate acquired upon foreclosure is 
recorded at the lower of its cost or its estimated fair value at the date of foreclosure.

Real estate joint ventures and other limited partnership interests in which the Company has significant interest or 
influence over the investee’s operations without a controlling financial interest, are accounted for using the equity 
method of accounting. These investments are reported as “Real estate and real estate partnerships” in the statements 
of financial position. For certain joint ventures, the Company records its share of earnings using a lag methodology 
of one to three months when timely financial information is not available, and the contractual right does not exist to 
receive such financial information. In addition to the investees’ impairment analysis of their underlying investments, 
the Company routinely evaluates its investments in those investees for impairments. The Company considers 
financial and other information provided by the investee, other known information, and inherent risks in the 
underlying investments, as well as future capital commitments, in determining whether impairment has occurred. 
When an impairment is deemed to have occurred at the joint venture level, the Company recognizes its share as an 
adjustment to “Net investment income” to record the investment at its fair value. When an impairment results from 
the Company’s separate analysis, an adjustment is made through “Investment related gains (losses)” to record the 
investment at its fair value.

Investment funds are primarily comprised of various funds and corporate investment holdings for which the 
Company is not the primary beneficiary.  The Company recognizes the share of the earnings in "Net investment 
income" under the equity method of accounting. Cash distributions are received from the earnings and from 
liquidation of underlying investments. 

Short-term investments include highly liquid securities and other investments with original maturities of over 90 
days and less than one year at the date of acquisition. Securities included within short-term investments are stated at 
fair value with amortized cost used as an approximation of fair value for certain investments.  
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Derivative instruments are carried at fair value and may be collateralized by counterparties; such collateral is 
restricted to the Company’s use. Derivative instruments are purchased to manage foreign currency exposure and 
other market risks associated with certain assets and liabilities. Derivative instruments are recorded at fair value on 
the acquisition date and subsequently revalued at fair value at each reporting date. Derivative instruments with 
positive values are recorded as derivative assets and negative fair values are reported as derivative liabilities in the 
statements of financial position. Changes in the fair value of derivatives are recorded in “Investment related gains 
(losses)” in the statements of operations. The Company does not apply hedge accounting treatment to its derivative 
instruments.

In some instances, the Company holds collateral to offset exposure from its counterparties relating to its derivative 
instruments. The Company elects to offset collateral that supports credit risk is reported in the statements of 
financial position.

Private loans are stated at amortized cost, net of allowances for expected credit loss.

Credit loss allowances for private loans are estimates of expected credit losses, established for loans upon 
origination or purchase, and are established considering all relevant information available, including past events, 
current conditions, and reasonable and supportable forecasts over the life of the loans. Loans are evaluated on a 
pooled basis when they share similar risk characteristics; otherwise, they are evaluated individually.

Other invested assets are primarily comprised of derivatives instruments. Separately managed accounts and Federal 
Home Loan Bank stock are also included in other invested assets and are carried at cost or market value if available 
from the account manager. Other invested assets also include tax credit partnerships and mineral rights less 
allowance for depletion, where applicable.

Credit loss allowances The Company records an allowance for expected lifetime credit loss in earnings within 
investment related gains (losses), net, in an amount that represents the portion of the amortized cost basis of 
mortgage and private loans that the Company does not expect to collect, resulting in the loans being presented at the 
net amount expected to be collected. In determining the Company’s credit loss allowances, management applies 
significant judgment to estimate expected lifetime credit loss, including: (i) pooling loans that share similar risk 
characteristics, (ii) considering expected lifetime credit loss over the contractual term of its loans adjusted for 
expected prepayments and any extensions, and (iii) considering past events and current and forecasted economic 
conditions.

Reinsurance funds withheld are receivable for amounts contractually withheld by ceding companies in accordance 
with reinsurance agreements in which the 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 our subsidiaries. The assets are typically cash and cash equivalents and fixed income 
asset types. In the event of ceding companies' insolvency, the subsidiaries would need to assert a claim on the assets 
supporting the reserve liabilities. However, the subsidiaries 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 subsidiaries are subject to the investment performance and have all economic rights and 
obligations on the funds withheld assets, in a fashion similar to the invested assets held directly by the subsidiaries. 
The underlying agreements contain embedded derivatives. Derivatives embedded in reinsurance contracts which are 
not closely related to the host contract are separated and measured at fair value in the statements of financial position 
and presented within “Reinsurance funds withheld”. Changes in the fair value are included in the “Net investment 
results from funds withheld” in the statements of operations, as discussed in Derivative Instruments (Note 7).

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 thirty years. 
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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.

The Company reviews its property and equipment for impairment at least annually and whenever events or changes 
in circumstances indicate that the carrying amount may not be recoverable.

Intangible assets consist of capitalized costs of estimated fair value of computer software, distributor relationships, 
trade name and insurance licenses. Intangible assets are included in other assets within the statements of financial 
position.

Definite-lived intangible assets are carried at cost less accumulated amortization. Amortization expense is primarily 
calculated using the straight-line amortization method.

The Company assesses the impairment of definite-lived intangible assets in accordance with its policy for the 
impairment of property and equipment. The Company assesses the impairment of indefinite-lived intangible assets 
in accordance with its policy for the impairment of goodwill.

(i) Distributor Relationships

The distribution assets reflect relationships American National has with third-party intermediaries that sell new 
business for the Company. These assets are valued using the multi-period excess-earnings method, which derives 
value based on the present value of the after-tax cash flows attributable to the intangible asset only. The average 
useful life of distributor relationships is 19 years.

(ii) Trade Name

This represents American National's trade name and was valued using the relief from royalty method, which derives 
value based on present value of the after-tax royalty savings attributable to owning the intangible asset. The useful 
life of the trade name is 10 years.

(iii) Insurance Licenses

Given the highly regulated nature of the insurance industry, companies are required to hold certain licenses to 
operate. These licenses are valued using the comparable transaction method based on observable license transactions 
in the insurance industry. Insurance licenses represent an indefinite-lived intangible asset.

Deferred policy acquisition costs (“DAC”) are capitalized costs related directly to the successful acquisition of 
new or renewal insurance contracts. Significant costs are incurred to successfully acquire insurance, reinsurance, and 
annuity contracts, including commissions and certain underwriting, policy issuance, and processing expenses. 

Insurance contracts are grouped by contract type and issue year into cohorts consistent with estimating the 
associated liability for future policy benefits. DAC is amortized on constant level basis for the grouped contracts 
over the expected term of the related contracts to approximate straight-line amortization. DAC will be amortized 
over the bases on a straight-line basis, all of which provide a constant level representation of contract term.

Product (s) Amortization base
Traditional life products    .................................................................................. Nominal face amount
Life contingent payout annuities      ..................................................................... Annualized benefit amount in force
Health products      ................................................................................................ Original annual premium
Fixed deferred annuities, fixed indexed annuities, variable annuities      ............. Policy count
Universal life products    ..................................................................................... Initial face amount
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We review and update actuarial experience assumptions (such as mortality, surrenders, lapse, and premium 
persistency) serving as inputs to the models that establish the expected life for DAC and other actuarial balances 
during the third quarter of each year, or more frequently if evidence suggests assumptions should be revised. We 
make model refinements as necessary, and any changes resulting from these assumption updates are applied 
prospectively.

Amortization of DAC is included in the “Net change in deferred policy acquisition costs” on the statement of 
operations. 

For short-duration contracts, DAC is grouped consistent with the manner in which insurance contracts are acquired, 
serviced, and measured for profitability and is reviewed for recoverability based on the profitability of the 
underlying insurance contracts. Investment income is anticipated in assessing the recoverability of DAC for short-
duration contracts. DAC for short-duration contracts is charged to expense in proportion to premium revenue 
recognized. 

Value of business acquired (“VOBA”) is an intangible asset or liability resulting from a business combination that 
represents the difference between the policyholder liabilities measured in accordance with the acquiring company's 
accounting policies and the estimated fair value of the same acquired policyholder liabilities in-force at the 
acquisition date. VOBA can be either positive or negative. Positive VOBA is recorded in DAC. Negative VOBA 
occurs when the estimated fair value of in-force contracts in a life insurance company acquisition is less than the 
amount recorded as insurance contract liabilities, and is recorded in the "future policy benefits" in the statements of 
financial position. 

VOBA is amortized on a straight-line basis over the remaining life of the underlying policies. 

Reinsurance recoverables include the reinsurance receivables from cedants or reinsurers, and reinsurance 
recoverables from reinsurers. 

In the normal course of business, the Company 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, the 
Company remains liable to its policyholders for the portion reinsured.

For long term duration contracts, reinsurance recoverables include amounts due from reinsurers for paid or unpaid 
claims, claims incurred but not reported or policy benefits and are presented net of a reserve for collectability. The 
Company cedes disability, medical and long-term care insurance as well as pension risk transfer contracts with 
significant insurance risk to other insurance companies through reinsurance.

For short term duration contracts, reinsurance recoverables are estimated amount due to the Company from 
reinsurers related to paid and unpaid ceded claims and claim adjustment expenses (“CAE”) and are presented net of 
a reserve for collectability. Recoveries of gross ultimate losses under the non-catastrophe reinsurance are estimated 
by a review of individual large claims and the ceded portion of incurred but not reported ("IBNR") using assumed 
distribution of loss by percentage retained. Recoveries of gross ultimate losses under our catastrophe reinsurance are 
estimated by applying reinsurance treaty terms to estimates of gross ultimate losses. The most significant assumption 
is the average size of the individual losses for those claims that have occurred but have not yet been reported and the 
estimate of gross ultimate losses. The ultimate amount of the reinsurance ceded recoverable is unknown until all 
losses settle.

Reinsurance receivables include amounts receivable from third party reinsurers and cedants which are expected to be 
settled within a year. Reinsurance receivables are short-term in nature, and their fair values approximate carrying 
value. 

Goodwill represents the excess of amounts paid for acquiring businesses over the fair value of the net assets 
acquired, less any impairment of goodwill recognized. Goodwill is recognized when acquired. 

Goodwill is not amortized but is tested for impairment at least annually. Goodwill is assessed for impairment 
whenever events or changes in circumstances, such as deteriorating or adverse market conditions, indicate that it is 
more likely than not that the carrying amount of the reporting unit including goodwill may exceed the fair value. 
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Goodwill impairment is measured and recognized as the amount by which a reporting unit's carrying value, 
including goodwill, exceeds its fair value, not to exceed the carrying amount of goodwill of the reporting unit. There 
were no impairment adjustments made to goodwill for the period.

Goodwill is included within Other Assets in the statements of financial position. 

Separate account assets and liabilities are funds that are held separate from the general assets and liabilities of the 
Company. Separate account assets include funds representing the investments of variable insurance product contract 
holders, who bear the investment risk of such funds. Investment income and investment gains and losses from these 
separate funds accrue to the benefit of the contract holders. The Company reports separately, as assets and liabilities, 
investments held in such separate accounts and liabilities of the separate accounts if (i) such separate accounts are 
legally recognized; (ii) assets supporting the contract liabilities are legally insulated from the Company's general 
account liabilities; (iii) investments are directed by the contract holder; and (iv) all investment performance, net of 
contract fees and assessments, is passed through to the contract holder. In addition, the Company's qualified pension 
plan assets are included in separate accounts. The assets of these accounts are carried at fair value. Deposits, net 
investment income and realized investment gains and losses for these accounts are excluded from revenues, and 
related liability increases are excluded from benefits and expenses in the statements of operations. Separate accounts 
are established in conformity with insurance laws and are not chargeable with liabilities that arise from any other 
business of the Company.

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 statements of financial position as the Company retains all 
rights related to these assets.

Collateral received is not recognized in the statements of financial position unless the Company acquires the rights 
relating to the economic risks and rewards related to these assets.

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 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 as net in the statements of financial position when the criteria to offset are 
met.

Future policy benefits (“FPB”) is calculated as the present value of expected future policy benefits to be paid or on 
behalf of policyholders and certain related expenses, reduced by the present value of expected net premiums to be 
collected from policyholders. Principal assumptions used in the establishment of the FPB mortality, lapse, incidence, 
terminations, claim-related expenses, and other contingent events as appropriate to the respective product type. The 
Company groups contracts into annual cohorts based on product type and contract inception date for the purposes of 
calculating the liability for future policy benefits. 

The Company updates its estimate of cash flows over the entire life of a group of contracts using actual historical 
experience and current future cash flow assumptions. The Company reviews cash flow assumptions, including 
assumptions for claim-related expenses annually in the third quarter. Assumption revisions will be reflected in the 
net premium ratio and FPB calculation in the quarter in which assumptions are revised. The change in the liability 
due to actual experience are recognized in "Claims and Policyholder benefits" in the statements of operations. 
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The Company measures the FPB at each reporting period using both the locked-in discount rate and the current 
discount rate curve. To determine the locked in-discount rate, the Company solves for a single scalar rate by cohort 
that is equivalent to the Bloomberg BVSC curve of single-A bond yields. For remeasurement at current discount 
rates, the prevailing forward curve of Bloomberg BVSC single-A bond yields is used. The same net premium ratio, 
calculated using the locked-in discount rate, will be used for both FPB measurements. The curve is derived by 
solving for the locked-in discount rate by calculating a moving monthly average of each point (i.e., tenor) on the 
Bloomberg BVSC curve. For certain long-tailed life insurance liabilities with expected future cash flows longer than 
the last observable tenor (30 years) the discount rate for future cash flows beyond 30 years will be held constant at 
the ultimate (30 year) observable forward rate. The difference between the updated carrying amount of the liability 
for future policy benefits measured using the current discount rate assumption and the original discount rate 
assumption is recognized in other comprehensive income during the period.

Should the present value of actual and future expected benefits less transition FPB balance exceed the present value 
of actual and future expected gross premiums, the net premium ratio will be capped at 100% and a gross premium 
FPB will be held. The immediate charge will be the amount by which the uncapped net premium ratio exceeds 100% 
times the present value of future expected gross premium. This assessment will be performed at the cohort level. 

The Company periodically reviews its estimates of actuarial liabilities for future policy benefits and compares them 
with its actual experience. Differences between actual experience and the assumptions used in pricing these policies, 
guarantees and riders and in the establishment of the related liabilities result in variances in profit and could result in 
losses. The effects of changes in such estimated liabilities are included in the consolidated statements of operations 
in the period in which the changes occur. 

Deferred Profit Liability

For limited-payment products, gross premiums received in excess of net premiums are deferred at initial recognition 
as a deferred profit liability (“DPL”). Gross premiums are measured using assumptions consistent with those used in 
the measurement of the liability for future policy benefits, including discount rate, mortality, lapses and expenses.

The DPL is amortized and recognized as claims and policyholder benefits in proportion to expected future benefit 
payments from annuity contracts. Interest is accreted on the balance of the DPL using the discount rate determined 
at contract issuance. The Company reviews and updates its estimate of cash flows from the DPL at the same time as 
the estimates of cash flows for the liability for future policy benefits. When cash flows are updated, the updated 
estimates are used to recalculate the DPL at contract issuance. The recalculated DPL as of the beginning of the 
current reporting period is compared to the carrying amount of the DPL as of the beginning of the current reporting 
period, and any difference is recognized as either a charge or credit to premium revenue.

DPL is recorded in future policy benefits and included as a reconciling item within the disaggregated rollforwards.

Policyholders' account balances represent the contract value that has accrued to the benefit of the policyholders 
related to universal-life and investments-type contracts. For fixed products, these are generally equal to the 
accumulated deposits plus interest credited, reduced by withdrawals, payouts, and accumulated policyholder 
assessments. Indexed product account balances are equal to the sum of host and embedded derivative reserves 
computed. Changes in the fair value of the embedded derivative are included in the “Interest sensitive contract 
benefits” in the statements of operations, as discussed in Derivative Instruments (Note 7). 

Liabilities for unpaid claims and claim adjustment expenses (“CAE”) are established to provide for the 
estimated costs of paying claims. These reserves include estimates for both case reserves and incurred but not 
reported claims (“IBNR”) liabilities. Case reserves include the liability for reported but unpaid claims. IBNR 
liabilities include a provision for potential development on case reserves, losses on claims currently closed which 
may reopen in the future, as well as IBNR claims. These liabilities also include an estimate of the expense associated 
with settling claims, including legal and other fees, and the general expenses of administering the claims adjustment 
process. Liabilities for unpaid claims and claim adjustment expenses for health and property and casualty insurance 
in included in “Policy and contract claims” in the statements of financial position. 
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Deposit liability: Reinsurance agreements that do not expose the reinsurer to a reasonable possibility of a significant 
loss from insurance risk are accounted for as deposits. At initial recognition, the funds withheld or deposit liability is 
measured based on consideration paid or received, less any explicitly identified premiums or fees to be retained by 
the insurer or reinsurer. Any commission paid is recorded as a contra-liability offsetting the deposit liability and 
amortized to expense over the life of the agreements. The amount of the funds withheld or liability and any balances 
receivable from or payable to the cedant will be adjusted at subsequent reporting dates with the effective yield on the 
deposit to reflect actual payments to date and expected future payments with a corresponding credit or charge to 
interest sensitive contract benefits.

Market risk benefits (“MRB”), which are contracts or contract features that provide protection to the policyholder 
from other-than-nominal capital market risk and expose the Company to other-than-nominal capital market risk, are 
measured at fair value, at the individual contract level. The periodic change in fair value is recognized in net income 
with the exception of the periodic change in fair value related to the instrument-specific credit risk, which is 
recognized in other comprehensive income. The Company classifies the Lifetime Income Rider (“LIR”) as an MRB. 
The LIR is a rider offering guaranteed minimum withdrawal benefits type benefits available on certain fixed indexed 
annuity products.

Total attributed fees will include explicit rider fees and will not be negative or exceed total contract fees and 
assessments collectible from the contract holder. There are only rider charges and surrender charges. Surrender 
charges will not be included in the fair value measurement, as surrender charges do not fund any future benefits. 
Cash flows are projected using risk-neutral scenarios generated by the Company. 

The actuarial assumptions used in the MRB calculation are the Company's best estimate assumptions. Assumptions 
are adjusted to reflect fair value by applying a margin for non-hedgeable risk and an adjustment for own credit 
spread through the discount rate. The risk-free discount rate is the scenario specific US treasury rate. 

Market risk benefits with positive values are recorded as other assets and negative fair values are reported as market 
risk benefit liabilities in the statements of financial position. 

Structured entities: The Company invests a portion of its assets in structured entities that issue investments, such as 
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 as the investment manager for the 
structured entities is a related party and the Company has a significant economic interest in the structured entities. 
As a result, these entities are consolidated within the Company’s financial statements. 

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.

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. Funds 
withheld liabilities are recorded in “Other liabilities” in the statement of financial position.

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.  

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

Assets and liabilities assumed under Modco arrangements are presented gross on the balance sheet. Since this treaty 
does not transfer significant insurance risk, it is recorded on a deposit method of accounting. 

NER SPC closed a retrocession agreement on October 8, 2021, with an insurance company to reinsure fixed indexed 
annuities. 
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NER SPC assumes insurance contracts under Modco arrangements and Coinsurance. Changes in the interest 
sensitive contract liabilities, excluding deposits and withdrawals, are recorded in “Interest sensitive contract 
benefits” in the statements of operations. Expenses outside of account value, such as commissions and federal excise 
taxes, are included in “Other reinsurance expenses” in the statements of operations.   

Participating insurance policies: for the majority of participating business, profits earned are reserved for the 
payment of dividends to policyholders, except for the stockholders' share of profits on participating policies, which 
is limited to the greater of 10% of the profit on participating business, or 50 cents per thousand dollars of the face 
amount of participating life insurance in-force. Participating policyholders' interest includes the accumulated net 
income from participating policies reserved for payment to such policyholders in the form of dividends (less net 
income allocated to stockholders as indicated above) as well as a pro rata portion of unrealized investment gains 
(losses).

For all other participating business, the allocation of dividends to participating policy owners is based upon a 
comparison of experienced rates of mortality, interest and expenses, as determined periodically for representative 
plans of insurance, issue ages and policy durations, with the corresponding rates assumed in the calculation of 
premiums.

It i included within Other policyholder funds in the statements of financial position.

Premium, benefits, claims incurred, and expenses

Traditional ordinary life and health premiums are recognized as revenue when due. Benefits and expenses are 
associated with earned premiums to result in recognition of profits over the term of the insurance contracts. 

Annuity premiums received on limited-pay and supplemental annuity contracts involving a significant life 
contingency are recognized as revenue when due. Deferred annuity premiums are recorded as deposits rather than 
recognized as revenue. Revenues from deferred annuity contracts are principally surrender charges and, in the case 
of variable annuities, administrative fees assessed to contract holders. 

Universal life and single premium whole life revenues represent amounts assessed to policyholders including 
mortality charges, surrender charges actually paid, and earned policy service fees. Amounts included in benefits are 
claims in excess of account balances returned to policyholders and interest credited to account balances.

Property and casualty premiums are recognized as revenue over the period of the contract in proportion to the 
amount of insurance protection, which is generally evenly over the contract period. Claims incurred consist of 
claims and CAE paid and the change in reserves.

Gross premiums for PRT issued are recognized as revenue when due and collection is reasonably assured. When 
premiums are recognized, future policy benefits 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. Policyholder benefits are recorded in the statements of operations when they are due and incurred.

Pension and postretirement benefit obligations and costs for our frozen benefit plans are estimated using 
assumptions including demographic factors such as retirement age and mortality. 

The Company uses a discount rate to determine the present value of future benefits on the measurement date. The 
guideline for setting this rate is a high-quality long-term corporate bond rate. For this purpose, a hypothetical bond 
portfolio to match the expected monthly benefit payments under the pension plan was constructed with the resulting 
yield of the portfolio used as a discount rate. 

In developing the investment return assumption, we relied on a model that utilizes the following factors:

• Current yield to maturity of fixed income securities 

• Forecasts of inflation, GDP growth, and total return for each asset class 

• Historical plan performance 
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• Target asset allocation 

• Standard deviations and correlations related to historical and expected future returns of each asset class and 
inflation 

The resulting assumption is the assumed rate of return for the plans' target asset allocation, net of investment 
expenses, and reflects anticipated returns of the plans' current and future assets. 

Using this approach, the calculated return will fluctuate from year to year; however, it is the Company's policy to 
hold this long-term assumption relatively constant.

Interest income on investments measured at amortized cost is calculated using the effective interest method.

Dividend income is recognized when the right to receive payments is established.

Investment related gains (losses) include realized gains and losses on investments representing the difference 
between net sale proceeds and the purchase price, marked to market gains or losses on investments measuring the 
difference between the fair value of investments at the end of each reporting date and their purchase price, allowance 
of credit loss and foreign exchange gains (losses). 

Investment upfront fees are considered to be loan origination fees and are capitalized as part of the carrying value 
of the loans and receivables as received and amortized over the life of the loans.

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. Changes in the fair value of the 
embedded derivative are included in the net investment results from funds withheld in the statements of operations.

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.

Deferred income tax liabilities are provided for using the liability method on temporary differences between the tax 
bases used in the computation of taxable income and carrying amounts of assets and liabilities in the financial 
statements. Deferred income tax liabilities are recognized for taxable temporary differences, except where the 
Company is able to control the reversal of the temporary difference and it is probable that the temporary differences 
will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in the period in 
which the liability is settled or the asset realized, based on the tax rates and tax laws that have been enacted or 
substantively enacted by the end of the reporting period. The measurement of deferred tax assets and liabilities 
reflects the tax consequences that would follow from the manner in which the Company expects, at the end of the 
reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax 
assets against current tax liabilities and when they relate to income taxes levied by the same taxation authority 
within a single taxable entity, or the Company intends to settle its current tax assets and liabilities on a net basis in 
the case where there exists different taxable entities in the same taxation authority and when there is a legally 
enforceable right to set off current tax assets against current tax liabilities.
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Foreign currencies: the local currency of the Company’s foreign subsidiaries is deemed to be the functional 
currency of the country in which these subsidiaries operate. The financial statements of the Company’s foreign 
subsidiaries are translated into USD at the exchange rate in effect at the end of a reporting period for assets and 
liabilities and at average exchange rates during the period for the statements of operations.

The unrealized gains and losses from the translation of the net assets are recorded as unrealized foreign currency 
translation adjustments and included in accumulated other comprehensive income ("AOCI"). Changes in unrealized 
foreign currency translation adjustments are included in other comprehensive income (“OCI”). Gains and losses 
from foreign currency transactions are reported in "Net investment income" or "Net investment results from funds 
withheld" in the statements of operations.

Segments: in accordance with ASC 280 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 the performance of the 
Company. Our operations were reorganized into three reportable segments:  Direct Insurance, Reinsurance, and PRT 
(see Note 24).

Earnings per share: the holders of the class C shares are entitled to receive 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 earnings per share. Class A exchangeable shares and 
class B shares are not considered participating securities nor considered to be common stock, and consequently 
earnings per share is not applicable to these classes of shares.

Basic earnings per share attributable to class C shareholders are calculated by dividing the Company's net income 
for the year, less distributions payable to class A exchangeable shareholders, class B shareholders and preferred 
shareholders, by the weighted average number of class C shares outstanding during the year. 

Litigation contingencies: Existing and potential litigation is reviewed quarterly to determine if any adjustments to 
liabilities for probable losses are necessary. Reserves for losses are established whenever they are probable and 
reasonably estimable. If not one estimate within the range of possible losses is more probable than any other, a 
reserve is recorded based on the lowest amount of the range. 

Adoption of new accounting standards 

For long duration insurance contracts, ASU 2018-12, Targeted Improvements to the Accounting for Long-Duration 
Contracts (LDTI), issued in August 2018, changes the measurement and disclosures of insurance liabilities and 
deferred acquisition cost for long-duration contracts issued by insurers. The amendments are effective for fiscal 
years beginning after December 15, 2022, including interim periods within those fiscal years. The Company adopted 
LDTI effective January 1, 2023 with a transition date of January 1, 2021. Initial adoption for the liability for future 
policy benefits and DAC is required to be reported using either a full retrospective or modified retrospective 
approach. MRB are contracts or contract features that both provide protection to the contract holder from other-than-
nominal capital market risk and expose the Company to other-than-nominal capital market risk. For MRB, full 
retrospective application is required. The Company has elected to apply a modified retrospective transition method 
for the liability for future policy benefits and DAC. Certain company subsidiary insurance companies either began 
writing business or was purchased by the Company during the transition period. Therefore, such companies LDTI 
adoption date was as of the business inception or purchase date. 

21



The LDTI guidance is not prescriptive as to the appropriate level of aggregation for disclosures; however, amounts 
from different reportable segments cannot be aggregated. Factors considered in determining the level of aggregation 
for disclosures include the type of coverage, geography and market or type of customer. We have identified the 
following levels of aggregation for LDTI disclosures: direct insurance, reinsurance and PRT. The disclosures do not 
include levels of aggregation for insignificant balances. At transition as at January 1, 2021, the adoption of LDTI did 
not result in any material adjustments to retained earnings or future policy benefits liabilities.

Future Accounting policy changes

The Company has continued to assess the impacts of future accounting policy changes as below:
Standard Description Effective Date and 

Method of Adoption
Impact on Financial 

Statements
ASU 2020-04, 
Reference Rate
Reform (Topic 848):
Facilitation of the 
Effects of
Reference Rate 
Reform on
Financial Reporting

The amendments in this 
guidance provide optional 
expedients and exceptions 
for applying GAAP to 
contracts, hedging 
relationships, and other 
transactions affected by 
reference rate reform if 
certain criteria are met. The 
guidance only applies to 
contracts, hedging 
relationships, and other 
transactions that reference 
London Inter-Bank Offered 
Rate (“LIBOR”) or another 
reference rate expected to 
be discontinued because of 
reference rate reform.

The amendments in this 
guidance are effective for 
all entities as of March 12, 
2020, and will sunset 
through March 31, 2023, at 
which time the application 
of exceptions and optional 
expedients will no longer be 
permitted. The FASB is 
currently deliberating an 
ASU that would extend the 
sunset date through 
December 31, 2024

The inventory of LIBOR 
exposures has been completed 
and is primarily limited to 
floating rate bonds, alternative 
investments, and borrowings 
within joint venture 
investments. Certain contracts 
included in these categories 
matured prior to December 31, 
2021, the start of LIBOR rates 
cessations. The transition from 
LIBOR is not expected to have 
a material impact to the 
Company's financial 
statements or Notes to the 
financial statements.

NOTE 3.  INVESTMENTS IN AVAILABLE-FOR-SALE FIXED MATURITY SECURITIES

The amortized cost and fair value of available-for-sale fixed maturity securities are shown below:

AS AT MAR. 31, 2023
US$ MILLIONS

Amortized 
Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses

Allowance 
for Credit 

Losses

Carrying 
Value / 

Fair Value
Available-for-sale fixed maturity securities

U.S. treasury and government      ................ $ 148 $ — $ (33) $ — $ 115 
U.S. states and political subdivisions     .....  854  1  (16)  —  839 
Foreign governments    ..............................  393  1  (19)  —  375 
Corporate debt securities     ........................  14,430  37  (711)  (13)  13,743 
Residential mortgage-backed securities ..  130  —  (5)  —  125 
Commercial mortgage-backed securities     419  5  (21)  —  403 
Collateralized debt securities     ..................  978  15  (19)  (9)  965 

Total investments in available-for-sale 
fixed maturity securities   ............................ $ 17,352 $ 59 $ (824) $ (22) $ 16,565 
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AS AT DEC. 31, 2022
US$ MILLIONS

Amortized 
Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses

Allowance 
for Credit 

Losses

Carrying 
Value / 

Fair Value
Available-for-sale fixed maturity securities

U.S. treasury and government      ................ $ 148 $ — $ (38) $ — $ 110 
U.S. states and political subdivisions     .....  880  —  (25)  —  855 
Foreign governments    ..............................  353  1  (36)  —  318 
Corporate debt securities     ........................  14,667  35  (1,136)  (24)  13,542 
Residential mortgage-backed securities ..  133  —  (6)  —  127 
Commercial mortgage-backed securities     422  5  (19)  —  408 
Collateralized debt securities     ..................  1,291  9  (51)  (6)  1,243 

Total investments in available-for-sale 
fixed maturity securities   ............................ $ 17,894 $ 50 $ (1,311) $ (30) $ 16,603 

The amortized cost and fair value, by contractual maturity, of available-for-sale fixed maturity securities are shown 
below:

March 31, 2023 December 31, 2022

US$ MILLIONS
Amortized 

Cost Fair Value
Amortized 

Cost Fair Value
Due in one year or less    ....................................... $ 689 $ 682 $ 494 $ 489 
Due after one year through five years     ................  5,251  5,106  5,244  5,072 
Due after five years through ten years   ...............  5,211  5,022  5,907  5,436 
Due after ten years   .............................................  6,201  5,755  6,249  5,606 
Total    .................................................................. $ 17,352 $ 16,565 $ 17,894 $ 16,603 

Actual maturities may differ from contractual maturities because borrowers may have the right to call or prepay 
obligations with or without call or prepayment penalties. Residential and commercial mortgage-backed securities, 
which are not due at a single maturity, have been presented based on the year of final contractual maturity.

Proceeds from sales of available-for-sale fixed maturity securities, with the related gross realized gains and losses, 
are shown below:

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS 2023 2022
Proceeds from sales of available-for-sale fixed maturity securities    ......................... $ 2,017 $ 282 
Gross realized gains    ..................................................................................................  24  89 
Gross realized losses      ................................................................................................  (59)  (91) 

Gains and losses are determined using first-in-first-out of the securities sold.  In addition, the Company has pledged 
bonds in connection with certain agreements and transactions, such as financing and reinsurance agreements. The 
carrying value of bonds pledged was $44 million and $45 million at March 31, 2023 and December 31, 2022, 
respectively.
In accordance with various regulations, the Company has securities on deposit with regulating authorities with a 
carrying value of $30 million and $51 million at March 31, 2023 and December 31, 2022, respectively.

23



The gross unrealized losses and fair value of available-for-sale fixed maturity securities, aggregated by investment category and length of time individual 
securities have been in a continuous unrealized loss position due to market factors are shown below:

Less than 12 months 12 months or more Total

AS AT MAR. 31, 2023
US$ MILLIONS, EXCEPT NUMBER OF ISSUES

Number of 
issues

Gross 
Unrealized 

Losses Fair Value
Number of 

issues

Gross 
Unrealized 

Losses Fair Value
Number of 

issues

Gross 
Unrealized 

Losses Fair Value

Available-for-sale fixed maturity securities

U.S. treasury and government    ...........................  19 $ (1) $ 37  19 $ (32) $ 74  38 $ (33) $ 111 

U.S. states and political subdivisions    ................  483  (16)  718  —  —  —  483  (16)  718 

Foreign governments    .........................................  46  (4)  303  23  (15)  55  69  (19)  358 

Corporate debt securities    ...................................  1,472  (486)  11,075  412  (219)  1,330  1,884  (705)  12,405 

Residential mortgage-backed securities    ............  46  (5)  124  —  —  —  46  (5)  124 

Commercial mortgage-backed securities   ..........  36  (7)  264  39  (14)  129  75  (21)  393 

Collateralized debt securities    ............................  90  (24)  720  16  (1)  24  106  (25)  744 

Total      .......................................................................  2,192 $ (543) $ 13,241  509 $ (281) $ 1,612  2,701 $ (824) $ 14,853 

Less than 12 months 12 months or more Total

AS AT DEC. 31, 2022
US$ MILLIONS, EXCEPT NUMBER OF ISSUES

Number of 
issues

Gross 
Unrealized 

Losses Fair Value
Number of 

issues

Gross 
Unrealized 

Losses Fair Value
Number of 

issues

Gross 
Unrealized 

Losses Fair Value

Available-for-sale fixed maturity securities

U.S. treasury and government    ...........................  41 $ (36) $ 104  5 $ (2) $ 4  46 $ (38) $ 108 

U.S. states and political subdivisions    ................  579  (25)  824  —  —  —  579  (25)  824 

Foreign governments    .................................  13  (23)  258  11  (13)  25  24  (36)  283 

Corporate debt securities    ...................................  1,534  (944)  10,931  251  (192)  912  1,785  (1,136)  11,843 

Residential mortgage-backed securities    ............  46  (6)  93  —  —  —  46  (6)  93 

Commercial mortgage-backed securities   ..........  62  (14)  231  12  (5)  29  74  (19)  260 

Collateralized debt securities    ............................  82  (50)  762  12  (1)  17  94  (51)  779 

Total      .......................................................................  2,357 $ (1,098) $ 13,203  291 $ (213) $ 987  2,648 $ (1,311) $ 14,190 

24



Allowance for Credit Losses

Several assumptions and underlying estimates are made in the evaluation of allowance for credit loss. Examples 
include financial condition, near term and long-term prospects of the issue or issuer, including relevant industry 
conditions and trends and implications of rating agency actions and offering prices. Based on this evaluation, 
unrealized losses on bonds available-for-sale where an allowance for credit loss was not recorded were concentrated 
in the Company's available-for-sale fixed maturity securities within the transportation sector.

The rollforward of the allowance for credit losses for available-for-sale fixed maturity securities is shown below 
for the three months ended March 31, 2023. There were no accumulated credit losses on January 1, 2022 and no 
credit losses incurred during the three months ended March 31, 2022. 

FOR THE THREE MONTHS ENDED MAR. 31, 2023
US$ MILLIONS

U.S. State 
and Political 
Subdivisions

Corporate 
Debt 

Securities

Collateralized 
Debt 

Securities Total
Balance at January 1, 2023   ..................................... $ (1) $ (23) $ (5) $ (29) 

Credit losses recognized on securities for which 
credit losses were not previously recorded      .....  —  (1)  (5)  (6) 

Reductions for securities sold during the period      1  12  2  15 
Allowance on securities that had an allowance 

recorded in a previous period    ..........................  —  (1)  (1)  (2) 
Balance at March 31, 2023      .................................. $ — $ (13) $ (9) $ (22) 

No accrued interest receivables were written off as of March 31, 2023.

NOTE 4.  EQUITY SECURITIES

The components of the change in net gains (losses) on equity securities recognized in net investment related gains 
(losses) on the statements of operations are shown below:

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS 2023 2022
Unrealized gains (losses) on equity securities      .......................................................... $ (89) $ (50) 

Net gains (losses) on equity securities      .............................................................. $ (89) $ (50) 

Equity securities by market sector distribution are shown below, based on fair value:

US$ MILLIONS
March 31, 

2023
December 31, 

2022
Consumer goods       .......................................................................................................  6.0 %  5.0 %
Energy and utilities    ...................................................................................................  3.0 %  3.0 %
Finance    .....................................................................................................................  70.0 %  66.0 %
Healthcare   .................................................................................................................  2.0 %  5.0 %
Industrials    .................................................................................................................  1.0 %  2.0 %
Information technology   ............................................................................................  18.0 %  14.0 %
Other    .........................................................................................................................  — %  5.0 %

Total   ....................................................................................................................  100.0 %  100.0 %
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NOTE 5.  MORTGAGE LOANS ON REAL ESTATE

Generally, commercial mortgage loans are secured by first liens on income-producing real estate. Non-accrual 
balances are those more than 90 days past due. The age analysis of loans by property type is shown below: 

AS AT MAR. 31, 2023
US$ MILLIONS Current Non-accrual Total Percentage
Apartment       ................................................................ $ 915 $ — $ 915  15 %
Hotel    ........................................................................  1,105  —  1,105  18 %
Industrial   ..................................................................  1,059  —  1,059  18 %
Office   .......................................................................  1,088  27  1,115  19 %
Parking  .....................................................................  418  —  418  7 %
Retail ........................................................................  869  —  869  14 %
Storage   .....................................................................  120  —  120  2 %
Other     ........................................................................  414  —  414  7 %

Total     ................................................................... $ 5,988 $ 27 $ 6,015  100 %
Allowance for credit losses   ..............................................................................................  (52) 

Total, net of allowance  .............................................................................................. $ 5,963 

AS AT DEC. 31, 2022
US$ MILLIONS Current Non-accrual Total Percentage
Apartment    ............................................................... $ 907 $ — $ 907  15 %
Hotel  .......................................................................  1,114  —  1,114  19 %
Industrial  .................................................................  1,050  —  1,050  18 %
Office  ......................................................................  1,160  27  1,187  20 %
Parking    ...................................................................  420  —  420  7 %
Retail    ......................................................................  874  —  874  15 %
Storage     ....................................................................  120  —  120  2 %
Other   .......................................................................  257  —  257  4 %

Total      .................................................................. $ 5,902 $ 27 $ 5,929  100 %

Allowance for credit losses   ............................................................................................  (41) 

Total, net of allowance      ............................................................................................ $ 5,888 

Allowance for Credit Losses

The rollforward of the allowance for credit losses for mortgage loans is shown below:

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS 2023 2022
Balance at January 1   ................................................................................................. $ (41) $ (1) 

Net changes in loan loss allowance   .....................................................................  (11)  (2) 
Balance at March 31   ............................................................................................... $ (52) $ (3) 
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The asset and allowance balances for credit losses for mortgage loans by property-type are shown below:

March 31, 2023 December 31, 2022
US$ MILLIONS Asset Balance Allowance Asset Balance Allowance
Apartment       .......................................................... $ 915 $ (4) $ 907 $ (1) 
Hotel    ..................................................................  1,105  (8)  1,114  (6) 
Industrial   ............................................................  1,059  (4)  1,050  (4) 
Office   .................................................................  1,115  (23)  1,187  (17) 
Parking  ...............................................................  418  (5)  420  (6) 
Retail ..................................................................  869  (4)  874  (4) 
Storage   ...............................................................  120  —  120  (2) 
Other     ..................................................................  414  (4)  257  (1) 

Total     ............................................................. $ 6,015 $ (52) $ 5,929 $ (41) 

Credit Quality Indicators

Mortgage loans are segregated by property-type and quantitative and qualitative allowance factors are applied. 
Qualitative factors are developed quarterly based on the pooling of assets with similar risk characteristics and 
historical loss experience adjusted for the expected trend in the current market environment. Credit losses are pooled 
by property type as it represents the most similar and reliable risk characteristics in our portfolio. The amortized cost 
of mortgage loans by year of origination by property-type are shown below:

AS AT MAR. 31, 2023
US$ MILLIONS

Amortized Cost Basis by Origination Year
2023 2022 2021 2020 2019 Prior Total

Apartment $ — $ 359 $ 178  83 $ 126 $ 169 $ 915 
Hotel     ............................  35  216  135  39  77  603  1,105 
Industrial    ......................  —  290  172  185  120  292  1,059 
Office   ...........................  —  137  9  24  46  899  1,115 
Parking    .........................  —  54  29  3  13  319  418 
Retail     ...........................  —  265  118  59  30  397  869 
Storage  .........................  —  8  21  36  23  32  120 
Other    ............................  143  134  45  —  17  75  414 

Total   ....................... $ 178 $ 1,463 $ 707 $ 429 $ 452 $ 2,786 $ 6,015 

Allowance for credit losses      .......................................................................................................................  (52) 

Total, net of allowance    ........................................................................................................................ $ 5,963 

Generally, mortgage loans are secured by first liens on income-producing real estate with a loan-to-value ratio of up 
to 75%. It is the Company's policy to not accrue interest on loans that are 90 days delinquent and where amounts are 
determined to be uncollectible. At March 31, 2023, two commercial loans were past due over 90 days or in non-
accrual status.
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NOTE 6. REAL ESTATE AND REAL ESTATE PARTNERSHIPS

The carrying amount of investment real estate, net of accumulated depreciation, and real estate partnerships by 
property-type are as follows:

AS AT
US$ MILLIONS, EXCEPT FOR PERCENTAGES

March 31, 2023 December 31, 2022
Amount Percentage Amount Percentage

Hotel  ................................................................... $ 87  8 % $ 77  7 %
Industrial   ............................................................  162  15 %  168  16 %
Land     ...................................................................  49  4 %  48  5 %
Office     .................................................................  289  26 %  243  23 %
Retail     ..................................................................  211  19 %  212  21 %
Apartments      .........................................................  249  22 %  254  25 %
Other     ..................................................................  60  6 %  34  3 %

Total     ............................................................. $ 1,107  100 % $ 1,036  100 %

The Company regularly invests in real estate partnerships and frequently participates in the design with the sponsor, 
but in most cases, its involvement is limited to financing. Some of these partnerships have been determined to be 
variable interest entities (“VIEs”). In certain instances, in addition to an economic interest in the entity, the 
Company holds the power to direct the most significant activities of the entity and is deemed the primary 
beneficiary. The assets of the consolidated VIEs are restricted and must first be used to settle their liabilities. 
Creditors or beneficial interest holders of these VIEs have no recourse to the general credit of the Company, as the 
Company’s obligation is limited to the amount of its committed investment. The Company has not provided 
financial or other support to the VIEs in the form of liquidity arrangements, guarantees, or other commitments to 
third-parties that may affect the fair value or risk of its variable interest in the VIEs in March 31, 2023 or 
December 31, 2022.

The assets and liabilities relating to the VIEs included in the condensed consolidated financial statements are as 
follows:

US$ MILLIONS
March 31, 

2023
December 31, 

2022
Real estate and real estate partnerships    .................................................................... $ 139 $ 124 
Available-for-sale fixed maturity securities    .............................................................  478  346 
Equity securities, at fair value    ..................................................................................  1  84 
Investment funds     ......................................................................................................  1,264  1,175 
Mortgage loan   ...........................................................................................................  65  44 
Private loans     .............................................................................................................  560  390 
Cash and cash equivalents     ........................................................................................  45  153 
Other assets   ...............................................................................................................  93  77 

Total assets of consolidated VIEs      ..................................................................... $ 2,645 $ 2,393 
Notes payable      ...........................................................................................................  184  151 
Other liabilities    .........................................................................................................  1,193  2,230 

Total liabilities of consolidated VIEs     ............................................................... $ 1,377 $ 2,381 
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The notes payable in the statements of financial position pertain to the borrowings of the consolidated VIEs. The 
liability of the Company relating to notes payable of the consolidated VIEs is limited to the amount of its direct or 
indirect investment in the respective ventures, which totaled $10 million and $11 million at March 31, 2023 and 
December 31, 2022, respectively.

For other unconsolidated real estate partnership VIEs, the Company is not the primary beneficiary as major 
decisions impacting the economic activities of the VIE require consent from both partners. The Company accounts 
for its interests in such VIEs using the equity method when it has significant influence over the operating and 
financing policies of these investees. The carrying amount and maximum exposure to loss relating to these 
unconsolidated VIEs follows:

March 31, 2023 December 31, 2022

US$ MILLIONS
Carrying 
Amount

Maximum 
Exposure to 

Loss
Carrying 
Amount

Maximum 
Exposure to 

Loss
Real estate and real estate partnerships   .............. $ 307 $ 307 $ 317 $ 317 
Mortgage loans on real estate    ............................  590  590  601  601 
Accrued investment income  ...............................  2  2  2  2 

Total     ............................................................. $ 899 $ 899 $ 920 $ 920 

The Company’s total investment in investment funds, real estate partnerships, and other partnerships of which 
substantially all are limited liability companies (“LLCs”) or limited partnerships as at March 31, 2023 and December 
31, 2022, was $1.8 billion and $1.7 billion, respectively.

NOTE 7. DERIVATIVE 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, options, cross 
currency swaps, interest rate swaps and warrants. The Company purchases equity-indexed options as economic 
hedges against fluctuations in the equity markets to which equity-indexed products are exposed. These options are 
not designated as hedging instruments for accounting purposes under GAAP. Equity-indexed contracts include a 
fixed host universal-life insurance or annuity contract and an equity- indexed embedded derivative. Derivative 
financial instruments are financial contracts whose value is derived from underlying interest rates, exchange rates or 
other financial instruments. The Company does not invest in derivatives for speculative purposes. Please reference 
Note 2(k) for further information on derivative investments. 

Foreign exchange forwards, options, cross 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.

Derivatives, except for embedded derivatives, are included in Other invested Assets or Other Liabilities, at fair 
value. Embedded derivative assets and liabilities on Modco arrangements and embedded derivative liabilities on 
indexed annuity and variable annuity products are included on the statements of financial position within the 
Reinsurance Funds Withheld, and Policyholders’ Account Balances lines respectively, at fair value.  
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The detail of derivative instruments is shown below:

Location in the 
Consolidated Statements 

of Financial Position

March 31, 2023 December 31, 2022

US$ MILLIONS

Primary 
underlying risk

Notional 
Amount

Gross Fair Value
Notional 
Amount

Gross Fair Value
Derivatives not designated 
as hedging instruments Assets Liabilities Assets Liabilities
Equity-indexed options      .......... Equity Other invested assets $ 7,739 $ 222 $ — $ 7,452 $ 157 $ — 
Foreign exchange forwards   .... Foreign Currency Other invested assets  2,220  24  (7)  2,630  7  (12) 
Bond futures   ........................... Interest Rate Other invested assets  1,777  19  —  1,504  —  (25) 
Cross currency swaps     ............. Foreign Currency Other invested assets  17  1  —  17  1  — 
Interest rate swaps   .................. Interest Rate Other invested assets  12  1  —  15  1  — 
Embedded derivatives in:

Modco arrangement   ........... Interest rate Reinsurance funds 
withheld  99  —  —  151  — 

Indexed annuity and 
variable annuity product    ....

Interest rate Policyholder account 
balances  —  (965)  —  —  (907) 

$ 11,765 $ 366 $ (972) $ 11,618 $ 317 $ (944) 

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS

Locations in the Consolidated 
Statements of Operations

2023 2022

Derivatives not designated as hedging instruments
Gains (Losses) Recognized in 

Income on Derivatives
Equity-indexed options    ........................................................................................... Investment related gains (losses), net $ 25 $ — 
Foreign exchange forwards    .................................................................................... Investment related gains (losses), net  (4)  130 
Bond futures     ........................................................................................................... Investment related gains (losses), net  15  (3) 
Embedded derivatives in:

Modco arrangement    ........................................................................................... Net investment results from funds withheld  (37)  18 
Indexed annuity and variable annuity product   ................................................... Interest sensitive contract benefits  4  3 
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The Company’s use of derivative instruments exposes it to credit risk in the event of non-performance by counterparties. The Company has a policy of only 
dealing with counterparties it believes are creditworthy and obtaining sufficient collateral where appropriate, as a means of mitigating the financial loss from 
defaults. The Company holds collateral in cash and notes secured by U.S. government-backed assets. The non-performance risk is the net counterparty exposure 
based on fair value of open contracts less fair value of collateral held. The Company maintains master netting agreements with its current active trading partners. 
A right of offset has been applied to collateral that supports credit risk and has been recorded in the condensed consolidated statements of financial position as an 
offset to “Other invested assets” with an associated payable to “Other liabilities” for excess collateral.

Information regarding the Company’s exposure to credit loss on the derivatives it holds is presented below:

AS AT MAR. 31, 2023
US$ MILLIONS Collateral 

Held in 
Invested 
Assets

Collateral 
Amounts 
Used to 
Offset 

ExposureDerivative Type
Derivative 
Fair Value

Collateral 
Held in Cash

Total 
Collateral 

Held
Excess 

Collateral
Exposure Net 
of Collateral

Equity-indexed options   ............................ $ 222 $ 135 $ 21 $ 156 $ 156 $ — $ 66 
Foreign exchange forwards  ......................  17  —  —  —  —  —  17 
Bond futures    .............................................  19  —  —  —  —  —  19 
Cross currency swaps  ...............................  1  —  —  —  —  —  1 
Interest rate swaps  ....................................  1  —  —  —  —  —  1 

$ 260 $ 135 $ 21 $ 156 $ 156 $ — $ 104 
1. Our PRT business had $85 million collateral held in cash and invested assets at March 31, 2023 that are not offset against its derivative contracts.

AS AT DEC. 31, 2022
US$ MILLIONS Collateral 

Held in 
Invested 
Assets

Collateral 
Amounts 
Used to 
Offset 

ExposureDerivative Type
Derivative 
Fair Value

Collateral 
Held in Cash

Total 
Collateral 

Held
Excess 

Collateral
Exposure Net 
of Collateral

Equity-indexed options   ............................ $ 157 $ 101 $ 20 $ 121 $ 121 $ — $ 36 
Foreign exchange forwards  ......................  (5)  —  —  —  —  —  (6) 
Bond futures    .............................................  (25)  —  —  —  —  —  (25) 
Cross currency swaps  ...............................  1  —  —  —  —  —  1 
Interest rate swaps  ....................................  1  —  —  —  —  —  1 

$ 129 $ 101 $ 20 $ 121 $ 121 $ — $ 7 
1. Our PRT business had $81 million collateral held in cash and invested assets as at December 31, 2022 that are not offset against its derivative contracts.
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NOTE 8. NET INVESTMENT INCOME AND REALIZED INVESTMENT GAINS

Net investment income is shown below:

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS 2023 2022
Available-for-sale fixed maturity securities    ............................................................. $ 204 $ 23 
Equity securities      .......................................................................................................  1  2 
Mortgage loans  .........................................................................................................  73  4 
Private loans     .............................................................................................................  13  7 
Real estate and real estate partnerships    ....................................................................  19  — 
Investment funds     ......................................................................................................  19  16 
Short-term investments    .............................................................................................  40  — 
Other invested assets      ................................................................................................  31  4 
Total   ......................................................................................................................... $ 400 $ 56 

Net unrealized and realized investment gains (losses) are shown below:

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS 2023 2022
Available-for-sale fixed maturity securities

Change in allowance for credit losses and impairments   ...................................... $ 7 $ — 
Realized gains on disposals      .................................................................................  24  89 
Realized losses on disposals   ................................................................................  (59)  (91) 

Net gains (losses) on equity securities ......................................................................  (89)  (50) 
Change in allowance for credit losses on mortgage loan    .........................................  (11)  (1) 
Change in fair value of other invested assets and short-term investments   ...............  (14)  (47) 
Net gains (losses) on derivatives   ..............................................................................  36  128 
Total investment related gains (losses), net    .......................................................... $ (106) $ 28 
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NOTE 9. FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amount and fair value of financial instruments are shown below:

March 31, 2023 December 31, 2022

US$ MILLIONS
Carrying 
Amount Fair Value

Carrying 
Amount Fair Value

Financial assets
Available-for-sale fixed maturity securities    .......... $ 16,565 $ 16,565 $ 16,603 $ 16,603 
Equity securities      ....................................................  1,159  1,159  1,253  1,253 
Mortgage loans on real estate, net of allowance   ....  5,963  5,586  5,888  5,637 
Private loans     ..........................................................  1,199  1,056  1,144  1,086 
Investment funds     ...................................................  1,757  1,757  1,396  1,396 
Policy loans    ...........................................................  376  376  374  374 
Real estate and real estate partnerships    .................  1,107  1,107  1,036  1,036 
Short-term investments    ..........................................  2,635  2,635  2,402  2,402 
Separate account assets .........................................  1,098  1,098  1,045  1,045 
Other invested assets:

Derivative assets  ...............................................  110  110  44  44 
Separately managed accounts    ...........................  128  128  127  127 
Other    .................................................................  88  88  40  40 

Reinsurance funds withheld       .................................  6,004  6,004  5,806  5,806 
Total financial assets  ................................................ $ 38,189 $ 37,669 $ 37,158 $ 36,849 
Financial liabilities

Policyholders’ account balances – embedded 
derivative   ............................................................... $ 965 $ 965 $ 907 $ 907 
Market risk benefits    ...............................................  119  119  124  124 
Other liabilities:

Derivative liabilities      .........................................  7  7  38  38 
Funds withheld liabilities    .................................  10  10  10  10 

Notes payable      ........................................................  184  184  151  151 
Corporate and Subsidiary Borrowings        .................  3,542  3,528  3,652  3,625 
Separate account liabilities     ...................................  1,098  1,098  1,045  1,045 

Total financial liabilities   .......................................... $ 5,925 $ 5,911 $ 5,927 $ 5,900 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability. A fair value 
hierarchy is used to determine fair value based on a hypothetical transaction at the measurement date from the 
perspective of a market participant. The Company has evaluated the types of securities in its investment portfolio to 
determine an appropriate hierarchy level based upon trading activity and the observability of market inputs. The 
classification of assets or liabilities within the fair value hierarchy is based on the lowest level of significant input to 
its valuation. The input levels are defined as follows:
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Level 1 Unadjusted quoted prices in active markets for identical assets or liabilities
Level 2 Quoted prices in markets that are not active or inputs that are observable directly or 

indirectly. Level 2 inputs include quoted prices for similar assets or liabilities other than 
quoted prices in Level 1; quoted prices in markets that are not active; or other inputs that 
are observable or can be derived principally from or corroborated by observable market 
data for substantially the full term of the assets or liabilities

Level 3 Unobservable inputs that are supported by little or no market activity and are significant 
to the fair value of the assets or liabilities. Unobservable inputs reflect The Company’s 
own assumptions about the assumptions that market participants would use in pricing the 
asset or liability. Level 3 assets and liabilities include financial instruments whose values 
are determined using pricing models and third-party evaluation, as well as instruments for 
which the determination of fair value requires significant management judgment or 
estimation

Valuation Techniques for Financial Instruments Recorded at Fair Value

Available-for-sale Fixed Maturity Securities and Equity Options — The Company utilizes pricing services to 
estimate fair value measurements. The fair value for available-for-sale fixed maturity securities that are disclosed as 
Level 1 measurements are based on unadjusted quoted market prices for identical assets that are readily available in 
an active market. The estimates of fair value for most available-for-sale fixed maturity securities, including 
municipal bonds, provided by the pricing service are disclosed as Level 2 measurements as the estimates are based 
on observable market information rather than market quotes. The pricing service utilizes market quotations for 
available-for-sale fixed maturity securities that have quoted prices in active markets. Since available-for-sale fixed 
maturity securities generally do not trade on a daily basis, the pricing service prepares estimates of fair value 
measurements for these securities using its proprietary pricing applications, which include available relevant market 
information, benchmark curves, benchmarking of like securities, sector groupings and matrix pricing. Additionally, 
an option adjusted spread model is used to develop prepayment and interest rate scenarios.

The pricing service evaluates each asset class based on relevant market information, credit information, perceived 
market movements and sector news. The market inputs utilized in the pricing evaluation, listed in the approximate 
order of priority, include: benchmark yields, reported trades, pricing source quotes, issuer spreads, two-sided 
markets, benchmark securities, bids, offers, reference data, and economic events. The extent of the use of each 
market input depends on asset class and the market conditions. Depending on the security, the priority of the use of 
inputs may change or some market inputs may not be relevant. For some securities, additional inputs may be 
necessary.

The Company has reviewed the inputs and methodology used and the techniques applied by the pricing service to 
produce quotes that represent the fair value of a specific security. The review confirms that the pricing service is 
utilizing information from observable transactions or a technique that represents a market participant’s assumptions. 
The Company does not adjust quotes received from the pricing service. The pricing service utilized by The 
Company has indicated that they will only produce an estimate of fair value if there is objectively verifiable 
information available.

The Company holds a small amount of private placement debt and available-for-sale fixed maturity securities that 
have characteristics that make them unsuitable for matrix pricing. For these securities, a quote from an independent 
pricing source (typically a market maker) is obtained. Due to the disclaimers on the quotes that indicate the price is 
indicative only, the Company includes these fair value estimates in Level 3.

For securities priced using a quote from an independent pricing source, such as the equity-indexed options and 
certain available-for-sale fixed maturity securities, The Company uses a market-based fair value analysis to validate 
the reasonableness of prices received. Price variances above a certain threshold are analyzed further to determine if 
any pricing issue exists. This analysis is performed quarterly.
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Equity Securities — For publicly-traded equity securities, prices are received from a nationally recognized pricing 
service that are based on observable market transactions, and these securities are classified as Level 1 measurements. 
For certain preferred stock, current market quotes in active markets are unavailable. In these instances, an estimated 
fair value is received from the pricing service. The service utilizes similar methodologies to price preferred stocks as 
it does for available-for-sale fixed maturity securities. If applicable, these estimates would be disclosed as Level 2 
measurements. The Company tests the accuracy of the information provided by reference to other services annually.

Short-term Investments — Short-term investments are primarily commercial paper rated A2 or P2 or better by 
Standard & Poor's and Moody's, respectively. Commercial paper is carried at amortized cost which approximates 
fair value. These investments are classified as Level 2 measurements.

Separate Account Assets and Liabilities — Separate account assets and liabilities are funds that are held separate 
from the general assets and liabilities of The Company. Separate account assets include funds representing the 
investments of variable insurance product contract holders, who bear the investment risk of such funds. Investment 
income and investment gains and losses from these separate funds accrue to the benefit of the contract holders. The 
Company reports separately, as assets and liabilities, investments held in such separate accounts and liabilities of the 
separate accounts if (i) such separate accounts are legally recognized; (ii) assets supporting the contract liabilities are 
legally insulated from The Company’s general account liabilities; (iii) investments are directed by the contract 
holder; and (iv) all investment performance, net of contract fees and assessments, is passed through to the contract 
holder. In addition, The Company's qualified pension plan assets are included in separate accounts. The assets of 
these accounts are carried at fair value. Deposits, net investment income and realized investment gains and losses for 
these accounts are excluded from revenues, and related liability increases are excluded from benefits and expenses in 
the condensed consolidated statements of operations. Separate accounts are established in conformity with insurance 
laws and are not chargeable with liabilities that arise from any other business of The Company.

The separate account assets included on the quantitative disclosures fair value hierarchy table are comprised of 
short-term investments, equity securities, and available-for-sale fixed maturity. Equity securities are classified as 
Level 1 measurements. Short-term investments and available-for-sale fixed maturity securities are classified as 
Level 2 measurements. These classifications for separate account assets reflect the same fair value level 
methodologies as listed above as they are derived from the same vendors and follow the same process.

The separate account assets also include cash and cash equivalents, investment funds, accrued investment income, 
and receivables for securities. These are not included in the quantitative disclosures of fair value hierarchy table.

No gains or losses were recognized on assets transferred to separate accounts for the three months ended March 31, 
2023 and 2022, respectively.

Reinsurance Funds Withheld — 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. 

Market Risk Benefits are classified as Level 3 fair value measurements as the fair value is based on unobservable 
inputs. The key assumptions for calculating the fair value of the MRBs are market assumptions such as equity 
market returns, interest rate levels, market volatility and correlations and policyholder behavior assumptions such as 
lapse, mortality, utilization and withdrawal patterns. Risk margins are included in the policyholder behavior 
assumptions. The assumptions are based on a combination of historical data and actuarial judgment. The MRBs are 
valued using stochastic models that incorporate a spread reflecting our nonperformance risk.

Derivative Assets/Derivative Liabilities 
• Foreign currency forward contracts — discounted cash flow model — forward exchange rates (from 

observable forward exchange rates at the end of the reporting period); discounted at a credit adjusted rate.
• Interest rate contracts - discounted cash flow model - forward interest rates (from observable yield curves) 

and applicable credit spreads discounted at a credit adjusted rate.
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• Warrants – intrinsic value based on the difference between strike prices and the unadjusted quoted prices of 
underlying equity investments in active markets. 

Embedded Derivatives — The amounts reported within policyholder contract deposits include equity linked 
interest crediting rates based on the S&P 500 within indexed annuities and indexed life. The following unobservable 
inputs are used for measuring the fair value of the embedded derivatives associated with the policyholder contract 
liabilities:

• Lapse rate assumptions are determined by company experience. Lapse rates are generally assumed to be 
lower during a contract’s surrender charge period and then higher once the surrender charge period has 
ended. Decreases to the assumed lapse rates generally increase the fair value of the liability as more 
policyholders persist to collect the crediting interest pertaining to the indexed product. Increases to the 
lapse rate assumption decrease the fair value.

• Mortality rate assumptions vary by age and gender based on company and industry experience. Decreases 
to the assumed mortality rates increase the fair value of the liabilities as more policyholders earn crediting 
interest. Increases to the assumed mortality rates decrease the fair value as higher decrements reduce the 
potential for future interest credits.

• Equity volatility assumptions begin with current market volatilities and grow to long-term values. Increases 
to the assumed volatility will increase the fair value of liabilities, as future projections will produce higher 
increases in the linked index. 

Fair values of indexed life and annuity liabilities are calculated using the discounted cash flow technique. Shown 
below are the significant unobservable inputs used to calculate the Level 3 fair value of the embedded derivatives 
within policyholder contract deposits (in millions, except range percentages):

Fair Value

AS AT MAR. 31, 2023
US$ MILLIONS March 31, 2023

December 31, 
2022

Unobservable Input

Embedded derivative
Indexed Annuities and indexed life $ 965 $ 907 Lapse Rate

Mortality Multiplier
Equity Volatility

Funds withheld liabilities— 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. 
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The fair value hierarchy measurements of the financial instruments are shown below:

Assets and Liabilities Carried at Fair Value by 
Hierarchy Level at March 31, 2023

US$ MILLIONS
Total Fair 

Value Level 1 Level 2 Level 3
Financial assets

Available-for-sale fixed maturity securities
U.S. treasury and government    .......................... $ 115 $ 41 $ 74 $ — 
U.S. states and political subdivisions    ...............  839  —  839  — 
Foreign governments    ........................................  375  —  375  — 
Corporate debt securities     ..................................  13,744  —  12,200  1,544 
Residential mortgage-backed securities    ...........  125  —  125  — 
Commercial mortgage-backed securities  .........  403  —  403  — 
Collateralized debt securities   ............................  964  —  600  364 

Total available-for-sale fixed maturity 
securities   ...............................................................  16,565  41  14,616  1,908 
Equity securities

Common stock      ..................................................  996  878  —  118 
Preferred stock   ..................................................  96  56  —  40 
Private equity and other     ...................................  67  —  —  67 

Total equity securities      .........................................  1,159  934  —  225 
Short-term investments    ..........................................  2,635  1,096  —  1,539 
Separate account assets..........................................  1,059  336  723  — 
Other invested assets:    ............................................

Derivative assets   ..............................................  109  19  79  11 
Reinsurance funds withheld       .................................  6,004  —  6,004  — 

Total financial assets  ................................................ $ 27,531 $ 2,426 $ 21,422 $ 3,683 
Financial liabilities

Policyholders’ account balances – embedded 
derivative   ...............................................................  965  —  181  784 
Market risk benefit     ................................................  119  —  —  119 
Other liabilities:    .....................................................

Derivative liabilities      .........................................  7  —  7  — 
Funds withheld liabilities   ..................................  10  —  10  — 

Separate account liabilities     ...................................  1,059  336  723  — 
Total Financial liabilities     ........................................ $ 2,160 $ 336 $ 921 $ 903 
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Assets and Liabilities Carried at Fair Value by 
Hierarchy Level at December 31, 2022

US$ MILLIONS
Total Fair 

Value Level 1 Level 2 Level 3
Financial assets

Available-for-sale fixed maturity securities
U.S. treasury and government    .......................... $ 110 $ 40 $ 70 $ — 
U.S. states and political subdivisions    ...............  855  —  855  — 
Foreign governments    ........................................  318  —  318  — 
Corporate debt securities     ..................................  13,778  —  13,045  733 
Residential mortgage-backed securities    ...........  127  —  127  — 
Commercial mortgage-backed securities ..........  408  —  408  — 
Collateralized debt securities   ............................  1,007  —  561  446 

Total available-for-sale fixed maturity 
securities   ...............................................................  16,603  40  15,384  1,179 
Equity securities

Common stock      ..................................................  1,156  989  —  167 
Preferred stock   ..................................................  75  36  —  39 
Private equity and other    ....................................  22  —  —  22 

Total equity securities      .........................................  1,253  1,025  —  228 
Short-term investments    ..........................................  2,402  1,160  —  1,242 
Separate account assets..........................................  1,013  314  699  — 
Other invested assets:

Derivative assets  ...............................................  44  —  43  1 
Reinsurance funds withheld      ..................................  5,806  —  5,806  — 

Total financial assets  ................................................ $ 27,121 $ 2,539 $ 21,932 $ 2,650 
Financial liabilities

Policyholders’ account balances – embedded 
derivative   ...............................................................  907  —  181  726 
Market risk benefit     ................................................  124  —  —  124 
Other liabilities:

Derivative liabilities      .........................................  38  25  13 
Funds withheld liabilities   ..................................  10  —  10  — 

Separate account liabilities    ....................................  1,013  314  699  — 
Total Financial liabilities    ......................................... $ 2,092 $ 339 $ 903 $ 850 

There were no transfers between Level 1 and Level 2 fair value hierarchies during the periods presented. The 
Company’s valuation of financial instruments categorized as Level 3 in the fair value hierarchy are based on 
valuation techniques that use significant inputs that are unobservable or had a decline in market activity that 
obscured observability. The indicators considered in determining whether a significant decrease in the volume and 
level of activity for a specific asset has occurred include the level of new issuances in the primary market, trading 
volume in the secondary market, the level of credit spreads over historical levels, applicable bid-ask spreads, and 
price consensus among market participants and other pricing sources. Level 3 assets and liabilities include financial 
instruments whose values are determined using pricing models and discounted cash flow methodology based on 
spread/yield assumptions. 
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Equity-Index Options — Certain over the counter equity options are valued using models that are widely accepted 
in the financial services industry. These are categorized as Level 3 as a result of the significance of non-market 
observable inputs such as volatility and forward price/dividend assumptions. Other primary inputs include interest 
rate assumptions (risk-free rate assumptions), and underlying equity quoted index prices for identical or similar 
assets in markets that exhibit less liquidity relative to those markets.

Available-for-sale fixed maturity Securities — These bonds use cost as the best estimate of fair value. They are 
valued at cost because the value would not change unless there is a fundamental deterioration in the portfolio. There 
is no observable market valuation price or third-party sources that provide market values for these securities since 
they are not publicly traded. The common and preferred stock are valued at market transaction, option pricing 
method, or guideline public company method based on the best available information.

Separately Managed Accounts — The separately managed account manager uses the mid-point of a range from a 
third-party to price these securities. Discounted cash flows (yield analysis) and market transactions approach are 
used in the valuation. They use discount rates which is considered an unobservable input.

Fair Value Information About Financial Instruments Not Recorded at Fair Value

Information about fair value estimates for financial instruments not measured at fair value is discussed below:

Mortgage Loans — The fair value of mortgage loans is estimated using discounted cash flow analyses on a loan-
by-loan basis by applying a discount rate to expected cash flows from future installment and balloon payments. The 
discount rate takes into account general market trends and specific credit risk trends for the individual loan. Factors 
used to arrive at the discount rate include inputs from spreads based on U.S. Treasury notes and the loan’s credit 
quality, region, property-type, lien priority, payment type and current status.

Separately Managed Accounts — The amounts reported in separately managed accounts consist primarily of notes 
and private equity. These investments are private placements and do not have a readily determinable fair value. The 
carrying value of the separately managed accounts is cost or market value, if available from the separately managed 
account manager. Market value is provided by the separately managed account manager in subsequent quarters. The 
Company believes that cost approximates fair value at initial recognition during the quarter of investment.

Policy Loans — The carrying value of policy loans is the outstanding balance plus any accrued interest. Due to the 
collateralized nature of policy loans such that they cannot be separated from the policy contracts, the unpredictable 
timing of repayments and the fact that settlement is at outstanding value, as such the carrying value of policy loans 
approximates fair value.

Corporate and Subsidiary Borrowings — Corporate and Subsidiary Borrowings are carried at outstanding 
principal balance. The carrying value approximates fair value because the carrying value represents the amount 
owing and payable to the creditor at the balance sheet date.

Notes Payable — Notes payable are carried at outstanding principal balance. The carrying value of the notes 
payable approximates fair value because the underlying interest rates approximate market rates at the balance sheet 
date.
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The carrying value and estimated fair value of financial instruments not recorded at fair value on a recurring basis 
are shown below:

AS AT MAR. 31, 2023
US$ MILLIONS

FV Hierarchy 
Level

Carrying 
Amount Fair Value

Financial assets
Mortgage loans on real estate, net of allowance     ...................... 3 $ 5,963 $ 5,586 
Private loans, net of allowance    ................................................. 3  1,199  1,056 
Policy loans      .............................................................................. 3  376  376 
Separately managed accounts  ................................................... 3  128  128 
Other invested assets, excluding derivatives and separately 
managed accounts      ................................................................... 3  88  88 

Total financial assets      ................................................................... $ 7,754 $ 7,234 
Financial liabilities

Corporate and Subsidiary Borrowings     .................................... 3 $ 3,542 $ 3,528 
Notes payable   ........................................................................... 3  184  184 

Total financial liabilities     ............................................................. $ 3,726 $ 3,712 

AS AT DEC. 31, 2022
US$ MILLIONS

FV Hierarchy 
Level

Carrying 
Amount Fair Value

Financial assets
Mortgage loans on real estate, net of allowance     ...................... 3 $ 5,888 $ 5,637 
Private loans, net of allowance    ................................................. 3  1,144  1,086 
Policy loans      .............................................................................. 2  374  374 
Separately managed accounts  ................................................... 3  127  127 
Other invested assets, excluding derivatives and separately 
managed accounts     .................................................................... 3  40  40 

Total financial assets      ................................................................... $ 7,573 $ 7,264 
Financial liabilities

Corporate and Subsidiary Borrowings    ..................................... 3 $ 3,652 $ 3,625 
Notes payable   ........................................................................... 3  151  151 

Total financial liabilities     ............................................................. $ 3,803 $ 3,776 
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For financial instruments measured at fair value on a recurring basis using Level 3 inputs during the period, a 
reconciliation of the beginning and ending balances is shown below:

Assets

FOR THE THREE MONTHS ENDED MAR. 31, 2023
US$ MILLIONS

Investment 
Securities

Derivative 
Assets

Beginning balance  ................................................................................................................... $ 2,649 $ 1 
Net gain included in net investment income    ...........................................................................  1  (11) 
Net change included in interest sensitive contract benefits     ...................................................

Net fair value change included in other comprehensive income    ............................................  77  — 
Purchases, sales and settlements or maturities    ................................................................

Purchases    ....................................................................................................................  1,256  30 
Sales    ............................................................................................................................  (311)  — 
Settlements or maturities       ............................................................................................  —  (9) 

Premiums less benefits    ....................................................................................................  —  — 
Transfers into Level 3   ......................................................................................................  —  — 
Transfers out of Level 3  ...................................................................................................  —  — 
Ending balance at March 31, 2023   ............................................................................... $ 3,672 $ 11 

Assets

FOR THE THREE MONTHS ENDED MAR. 31, 2022
US$ MILLIONS

Investment 
Securities

Beginning balance     ........................................................................................................................................... $ 107 
Net gain included in net investment income      ...................................................................................................  — 
Net change included in interest sensitive contract benefits     .............................................................................  — 

Net fair value change included in other comprehensive income    .....................................................................  1 
Ending balance at March 31, 2022      ...................................................................................................... $ 108 
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The following summarizes the fair value, valuation techniques and unobservable inputs of the Level 3 fair value 
measurements:

Type of Asset Valuation Techniques Significant Unobservable Inputs
Equity-index Option Heston and Black-Scholes 

Valuation models
• Interest rate (risk-free rate assumptions) 
• Underlying equity quoted index prices

Available-for-sale fixed maturity securities Corporate debt securities
• Discounted cash flows (yield 
analysis)
• Income approach
• Price at cost

Corporate debt securities
• Contractual cash flows
• Duration
• Call provisions
• Weighted-average life
• Risk premium
• Coupon rate

Collateralized debt securities
• Broker quotes
• Income approach

Collateralized debt securities
• Contractual cash flows
• Weighted-average coupon and maturity
• Collateral type
• Loss severity
• Geography

Common shares, preferred shares and private 
equity

• Broker quotes
• Income approach 
• Current Value Method ("CVM")
• Guideline public company 
method1

• Security structure
• Last Twelve Months ("LTM") Revenue 
Multiple3

• Next Calendar Year ("NCY") Revenue 
Multiple5

• NCY +1 EBITDA Multiple4

• LTM EBITDA Multiple2

Separately managed accounts Common Stock and Warrants
• Guideline public company 
method uses price multiples from 
data on comparable public 
companies. 
• Option pricing method
• CVM

Common Stock and Warrants
• NCY Multiple
• NCY +1 EBITDA Multiple4

• LTM Revenue Multiple3

• LTM EBITDA Multiple2

• Term
• Volatility 
• Discount for lack of marketability 
("DLOM")

Preferred Stock
• Guideline public company 
method uses price multiples from 
data on comparable public 
companies. 
• CVM

Preferred Stock
• NCY Revenue Multiple5

• NCY +1 EBITDA Multiple4

• LTM Revenue Multiple3

• LTM EBITDA Multiple2

Fixed Income
• Discounted cash flows (yield 
analysis) 
• market transactions approach 
• CVM
• Cost

Fixed Income
• Discount rate 
• NCY EBITDA

1. Guideline public company method uses price multiples from data on comparable public companies. Multiples are then adjusted to account 
for differences between what is being valued and comparable firms.

2. Last Twelve Months (“LTM”) EBITDA Multiple valuation metric shows earnings before interest, taxes, depreciation and amortization 
adjustments for the past 12-month period.

3. LTM Revenue Multiple valuation metric shows revenue for the past 12-month period.
4. Next Calendar Year (“NCY”) EBITDA Multiple is the forecasted EBITDA expected to be achieved over the next calendar year.
5. NCY Revenue forecast revenue over the next calendar year.
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NOTE 10. REINSURANCE 

NER SPC and NER Ltd. are the reinsurers of the Company's operation. The reinsurance transactions are majorly 
structured as Modco arrangements with reinsurance funds withheld.

The following table summarized the Company's reinsurance funds withheld, deposit liability, policyholders' account 
balances and embedded derivatives by accounting classification related to its reinsurance business. 

AS AT MAR. 31, 2023
US$ MILLIONS

Deposit 
accounting 

Interest sensitive 
investment type Total

Asset
Reinsurance funds withheld, net     ................................. $ 1,600 $ 4,305 $ 5,905 
Embedded derivatives  .................................................  17  82  99 

Liability
Policyholders' account balance      ................................... $ — $ 6,057 $ 6,057 
Embedded derivatives  .................................................  —  181  181 
Deposit liability    ...........................................................  1,643  —  1,643 

AS AT DEC. 31, 2022
US$ MILLIONS

Deposit 
accounting

Interest sensitive 
investment type Total

Asset
Reinsurance funds withheld, net    .................................. $ 1,603 $ 4,049 $ 5,652 
Embedded derivatives      ..................................................  17  137  154 

Liability
Policyholders' account balance   .................................... $ — $ 5,651 $ 5,651 
Embedded derivatives      ..................................................  —  181  181 
Deposit liability     ............................................................  1,657  —  1,657 

The Company reinsures its business through a diversified group of reinsurers. However, the Company remains liable 
to the extent its reinsurers do not meet their obligations under the reinsurance agreements. The Company monitors 
trends in arbitration and any litigation outcomes with its reinsurers. Collectability of reinsurance balances are 
evaluated by monitoring ratings and evaluating the financial strength of its reinsurers.  

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS 2023 2022
Premiums:

Direct premiums    ....................................................................................... $ 1,087 $ 109 
Reinsurance ceded    ....................................................................................  (287)  — 
Net premiums  ...........................................................................................  800  109 

Claims and policyholder benefits:
Claims incurred and benefits paid     ............................................................  840  86 
Reinsurance ceded    ....................................................................................  (98)  19 
Net claims incurred and benefits paid     ...................................................... $ 742 $ 105 
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NOTE 11. SEPARATE ACCOUNT ASSETS AND LIABILITIES

The following table presents the change of the Company's separate account assets and liabilities:

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31 
US$ MILLIONS 2023
Balance, beginning of period ............................................................................................................. $ 1,045 
Additions (deductions)
    Policyholder deposits     ....................................................................................................................  21 
    Net investment income   ..................................................................................................................  9 
    Net realized capital gains on investments       ....................................................................................  52 
    Policyholder benefits and withdrawals  ..........................................................................................  (25) 
    Net transfer to or from separate account   .......................................................................................  (1) 
    Policy charges      ...............................................................................................................................  (3) 
Total changes  .....................................................................................................................................  53 
Balance, end of period    ..................................................................................................................... $ 1,098 

There were no separate account assets and liabilities for the prior year quarter ended March 31, 2022.

NOTE 12. DEFERRED ACQUISITION COSTS AND VALUE OF BUSINESS ACQUIRED

The following table presents a rollforward of deferred acquisition costs and value of business acquired for the 
periods indicated:

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2023
US$  MILLIONS

Direct 
Insurance Reinsurance Total

Balance, beginning of period    ........................................................ $ 668 $ 927 $ 1,595 
Additions     .......................................................................................  176  79  255 
Amortization       .................................................................................  (132)  (15)  (147) 

Net change    ................................................................................  44  64  108 
Balance, end of period ................................................................. $ 712 $ 991 $ 1,703 

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2022
US$  MILLIONS Reinsurance Total
Balance, beginning of period   .................................................................................... $ 710 $ 710 
Additions     ..................................................................................................................  40  40 
Amortization  .............................................................................................................  (12)  (12) 

Net change    ...........................................................................................................  28  28 
Balance, end of period   ............................................................................................ $ 738 $ 738 
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On May 25, 2022, American National was acquired by a wholly-owned subsidiary of the Company. The acquisition 
of American National resulted in a VOBA intangible asset of $522 million and an intangible liability of 
$884 million. The accumulated amortization expense of VOBA is approximately $141 million. The following table 
presents a rollforward of VOBA for the periods indicated:

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2023
US$  MILLIONS

VOBA 
Asset

VOBA 
Liability

Balance, beginning of period   ..................................................................................... $ 404 $ 884 
Amortization   ..............................................................................................................  (37)  (13) 
Balance, end of period      ............................................................................................. $ 367 $ 871 

The following table provides the projected VOBA amortization expenses for a five-year period and thereafter:

Years
VOBA 
Asset

VOBA 
Liability

2023     ........................................................................................................................... $ 71 $ 53 
2024     ...........................................................................................................................  31  51 
2025     ...........................................................................................................................  28  48 
2026     ...........................................................................................................................  25  46 
2027     ...........................................................................................................................  23  43 
Thereafter ...................................................................................................................  226  643 
Total amortization expense (credit)   ....................................................................... $ 404 $ 884 

45



NOTE 13. ACQUISITION OF BUSINESS

On May 25, 2022, the Company acquired American National. American National offers a broad portfolio of 
insurance products, including individual and group life insurance, annuities, health insurance, and property and 
casualty insurance. Under the terms of the Merger Agreement, the Company acquired 100% of all American 
National issued and outstanding shares in exchange for $190 per share, which is equivalent to $5.1 billion. The 
consideration was all cash. The company acquired all assets and assumed all liabilities of American National as of 
the closing date, and consolidates the business for financial statement purposes. As part of re-assessing the 
provisional valuations of certain assets, such as intangible assets and goodwill, and certain liabilities, an adjustment 
was made to reflect the final value of one of our insurance products, with an increase to deferred tax asset and future 
policy benefits of $5 million and $4 million, respectively, as well as a decrease of $20 million to deferred policy 
acquisition costs, with a corresponding increase to goodwill for $19 million. The valuation will be finalized in the 
second quarter of 2023. The updated fair value of assets acquired and liabilities as of March 31, 2023 assumed are as 
follows:

Total consideration transferred for the acquisition    ......................................................................... $ 5,107 
Assets acquired

Cash and cash equivalents   ..................................................................................................................  1,021 
Investments    .........................................................................................................................................  22,519 
Accrued investment income  ...............................................................................................................  101 
Reinsurance recoverables    ...................................................................................................................  45 
Premiums due and other receivables     ..................................................................................................  437 
Deferred tax assets   ..............................................................................................................................  374 
Property and equipment     ......................................................................................................................  175 
Prepaid pension      ..................................................................................................................................  149 
Equity accounted investment    ..............................................................................................................  1,402 
Deferred acquisition costs and value of business acquired     ................................................................  551 
Reinsurance assets  ..............................................................................................................................  410 
Investment properties      .........................................................................................................................  541 
Other assets   .........................................................................................................................................  198 
Separate account assets   .......................................................................................................................  1,123 

Total assets acquired  ...........................................................................................................................  29,046 
Liabilities assumed  — 

Future policy benefits   .........................................................................................................................  5,337 
Policyholders' account balances    .........................................................................................................  13,880 
Policy and contract claims   ..................................................................................................................  1,706 
Unearned premium reserve  .................................................................................................................  1,073 
Other policyholder funds    ....................................................................................................................  324 
Notes payable    .....................................................................................................................................  158 
Other liabilities  ...................................................................................................................................  449 
Separate account liabilities    .................................................................................................................  1,123 

Total liabilities assumed     .....................................................................................................................  24,050 
Less: Non-controlling interest   ...............................................................................................................  (10) 
Net assets acquired  ..............................................................................................................................  4,986 
Goodwill    ............................................................................................................................................... $ 121 
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NOTE 14. FUTURE POLICY BENEFITS 

The reconciliation of the balances described int the table below to the future policy benefits in the statements of 
financial position is as follows.

AS AT MAR. 31, 2023 AND DEC. 31, 2022
US$  MILLIONS 2023 2022
Liability of future policy benefits    .............................................................................

Direct Insurance  3,418  3,136 
Pension Risk Transfer  3,045  2,998 

Deferred profit liability      ............................................................................................
Direct Insurance  33  24 
Pension Risk Transfer  163  109 

Other contracts and VOBA      ......................................................................................  1,690  1,699 
Total future policy benefits      ...................................................................................... $ 8,349 $ 7,966 
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a. Future Policy Benefits

The balances and changes in the liability for future policy benefits are as follows:

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2023
US$  MILLIONS

Direct 
Insurance

Pension 
Risk 

Transfer Total
Present value of Expected Net Premiums
Balance at current discount rate, beginning of period     ................... $ 3,773 $ — $ 3,773 
Beginning balance at original discount rate     ........................................  4,087  —  4,087 

Effect of changes in cash flow assumptions     ...................................  12  —  12 
Effect of actual variances from expected experience     .....................  (14)  —  (14) 

Adjusted beginning of period balance   .................................................  4,085  —  4,085 
Issuances      .........................................................................................  194  —  194 
Interest accrual     ................................................................................  28  —  28 
Net premiums collected   ..................................................................  (254)  —  (254) 

Ending balance at original discount rate     .............................................  4,053  —  4,053 
Effect of changes in discount rate assumptions  ...................................  (182)  —  (182) 
Balance, end of period   ....................................................................... $ 3,871 $ — $ 3,871 

Present value of Expected Future Policy Benefits    ..........................
Balance at current discount rate, beginning of period     ................... $ 6,909 $ 2,964 $ 9,873 

Beginning balance at original discount rate  ....................................  7,546  3,327  10,873 
Effect of changes in cash flow assumptions     ...................................  12  (11)  1 
Effect of actual variances from expected experience     .....................  (13)  (14)  (27) 

Adjusted beginning of period balance   .................................................  7,545  3,302  10,847 
Issuances      .........................................................................................  193  21  214 
Interest accrual     ................................................................................  52  21  73 

Benefit payments    .................................................................................  (120)  (66)  (186) 
Ending balance at original discount rate     .............................................  7,670  3,278  10,948 
Effect of changes in discount rate assumptions  ...................................  (370)  (257)  (627) 
Balance, end of period     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,300  3,021  10,321 

Net liability for future policy benefits    .................................................  3,428  3,189  6,617 
Less: Reinsurance recoverables ...........................................................  (59)  (139)  (198) 
Net liability for future policy benefits, after reinsurance 
recoverable $ 3,369 $ 3,050 $ 6,419 
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AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2022
US$  MILLIONS

Pension 
Risk 

Transfer Total
Present value of Expected Future Policy Benefits
Balance at current discount rate, beginning of period    . . . . . . . . . . . . . . . . . . . . . . $ 2,190 $ 2,190 
Beginning balance at original discount rate  2,114  2,114 

Effect of changes in cash flow assumptions 	 —	 	 —	

Effect of actual variances from expected experience  (15)  (15) 
Adjusted beginning of period balance  2,099  2,099 

Issuances  109  109 
Interest accrual  11  11 
Benefit payments     .....................................................................................................  (34)  (34) 

Ending balance at original discount rate  2,185  2,185 
Effect of changes in discount rate assumptions   ............................................................  (116)  (116) 
Balance, end of period  2,069  2,069 

Net liability for future policy benefits    ..........................................................................  2,069  2,069 
Less: Reinsurance recoverables   ....................................................................................  (113)  (113) 
Net liability for future policy benefits, after reinsurance recoverable $ 1,956 $ 1,956 

As at March 31, 2022, there was no present value of expected net premiums.

AS AT MAR. 31, 2023
US$  MILLIONS

Direct 
Insurance

Pension Risk 
Transfer

Weighted-average liability duration of the liability for future policy benefits 
(years)   .......................................................................................................................  13  9 

AS AT MAR. 31, 2022
US$  MILLIONS

Direct 
Insurance

Pension Risk 
Transfer

Weighted-average liability duration of the liability for future policy benefits 
(years)   .......................................................................................................................  —  10 
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The amount of undiscounted expected gross premiums and expected future benefit payments follows:

AS AT MAR. 31
US$  MILLIONS 2023 2022
Direct Insurance
Expected future benefit payments     ............................................................................. $ 14,880 $ — 
Expected future gross premiums      ...............................................................................  9,524  — 

Pension Risk Transfer
Expected future benefit payments     .............................................................................  4,936  3,177 
Expected future gross premiums      ...............................................................................  —  — 

Total
Expected future benefit payments     .............................................................................  19,816  3,177 
Expected future gross premiums      ...............................................................................  9,524  — 

The amount of revenue and interest recognized in the statements of operations follows:

FOR THE THREE MONTHS ENDED MAR. 31
US$  MILLIONS

Gross Premiums or 
Assessments Interest Expense

2023 2022 2023 2022
Direct Insurance      ................................................. $ 287 $ — $ 23 $ — 
Pension Risk Transfer     ........................................  21  109  —  — 

The weighted-average interest rate follows:

FOR THE THREE MONTHS ENDED MAR. 31
US$  MILLIONS 2023 2022
Direct Insurance
Interest accretion rate  .................................................................................................  5 %  — %
Current discount rate    .................................................................................................  5 %  — %

Pension Risk Transfer
Interest accretion rate  .................................................................................................  4 %  3 %
Current discount rate    .................................................................................................  5 %  1 %

b. Deferred Profit Liability

For limited-pay products, gross premiums received in excess of net premiums are deferred at initial recognition as 
deferred profit liability (“DPL”). The assumptions and reflection of experience for DPL will be consistent with those 
used in the liability for future policy benefits, including the remeasurement methodology. The discount rate used in 
calculating DPL will be consistent with the locked-in rate used for the liability for future policy benefits. 

DPL is amortized in income on a constant basis in relation with benefit payments. For life contingent payout 
annuities DPL is amortized over expected future benefit payments. 
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For limited payment traditional life permanent contracts, DPL is amortized over face amount for limited payment 
traditional life permanent contracts.

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2023
US$ MILLIONS

Direct 
Insurance

Pension 
Risk 

Transfer Total
Balance, beginning of period, at locked-in discount rate    ............... $ 24 $ 158 $ 182 

Effect of changes in cash flow assumptions     ...................................  —  10  10 
Effect of actual variances from expected experience     .....................  (1)  14  13 

Adjusted beginning of period balance   .................................................  23  182  205 
Profits deferred     ...............................................................................  10  —  10 
Interest accrual     ................................................................................  —  2  2 
Amortization   ...................................................................................  —  (2)  (2) 

Balance, end of period, at locked-in discount rate       ......................... $ 33 $ 182 $ 215 

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2022
US$ MILLIONS

Pension 
Risk 

Transfer Total
Balance, beginning of period, at locked-in discount rate     ........................................ $ 131 $ 131 

Effect of changes in locked-in discount rate   ............................................................  —  — 
Effect of changes in cash flow assumptions      ............................................................  —  — 
Effect of actual variances from expected experience      ..............................................  (1)  (1) 

Adjusted beginning of period balance   ..........................................................................  130  130 
Issuances   ..................................................................................................................  2  2 
Interest accrual   .........................................................................................................  2  2 
Amortization   ............................................................................................................  (1)  (1) 

Balance, end of period, at locked-in discount rate    ................................................... $ 133 $ 133 

NOTE 15. POLICYHOLDERS' ACCOUNT BALANCES

Policyholders' account balances relate to investment-type contracts and universal life-type policies. Investment-type 
contracts principally include traditional individual fixed annuities in the accumulation phase and non-variable group 
annuity contracts. Policyholder account balances are equal to (i) policy account values, which consist of an 
accumulation of gross premium payments; (ii) credited interest, ranging from 1.0% to 8.0% (some annuities have 
enhanced first year crediting rates ranging from 1.0% to 7.0%), less expenses, mortality charges, and withdrawals; 
and (iii) fair value adjustment.
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The balances and changes in policyholders' account balances follow.

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2023
US$ MILLIONS

Direct 
Insurance Reinsurance Total

Balance, beginning of period  ............................................................ $ 13,949 $ 5,833 $ 19,782 
Issuances    ..............................................................................................  596  32  628 
Premiums received      ..............................................................................  103  408  511 
Policy charges  ......................................................................................  (93)  (8)  (101) 
Surrenders and withdrawals     ................................................................  (516)  (55)  (571) 
Interest credited    ...................................................................................  159  3  162 
Other    ....................................................................................................  (8)  25  17 
Balance, end of period   ....................................................................... $ 14,190 $ 6,238 $ 20,428 

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2022
US$ MILLIONS Reinsurance Total
Balance, beginning of year  ........................................................................................... $ 4,677 $ 4,677 
Issuances      .......................................................................................................................  14  14 
Premiums received    .......................................................................................................  210  210 
Policy charges   ...............................................................................................................  (6)  (6) 
Surrenders and withdrawals  ..........................................................................................  (68)  (68) 
Interest credited     ............................................................................................................  18  18 
Other    .............................................................................................................................  (38)  (38) 
Balance, end of year    .................................................................................................... $ 4,807 $ 4,807 

The reconciliation of policyholders' account balances to the policyholders' account balances' liability in the 
statements of financial position follow.

AS AT MAR. 31, 2023 AND DEC. 31, 2022
US$  MILLIONS 2023 2022
Direct Insurance      ....................................................................................................... $ 14,546 $ 14,310 
Reinsurance      ..............................................................................................................  6,238  5,831 
Total   ......................................................................................................................... $ 20,784 $ 20,141 
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The balance of account values by range of guaranteed minimum crediting rates and the related range of difference, 
in basis points, between rates being credited to policyholders and the respective guaranteed minimums follow.

AS AT MAR. 31, 2023
US$ MILLIONS

Range of 
Guaranteed 

Minimum Crediting 
Rate

At 
Guaranteed 
Minimum

1 - 50 
Basis 
Points 
Above

51 - 150 
Basis 
Points 
Above

> 150 
Basis 
Points 
Above Total

Direct Insurance    ...... 1% - 2% $ 4,310 $ 488 $ 2,692 $ 2,295 $ 9,785 
2% - 3%  1,575  546  346  550  3,017 

Greater than 3%  608  13  4  16  641 
Total $ 6,493 $ 1,047 $ 3,042 $ 2,861 $ 13,443 

Reinsurance     ............. 0.5% - 0.75% $ — $ 470 $ 206 $ 7 $ 683 
0.75% - 1%  —  —  —  —  — 

Greater than 1%  —  —  14  —  14 
Total $ — $ 470 $ 220 $ 7 $ 697 

AS AT MAR. 31, 2022
US$ MILLIONS

Range of 
Guaranteed 
Minimum 

Crediting Rate

At 
Guaranteed 
Minimum

1 - 50 
Basis 
Points 
Above

51 - 150 
Basis 
Points 
Above

> 150 
Basis 
Points 
Above Total

Reinsurance    ................ 0.5% - 0.75% $ — $ 292 $ 175 $ — $ 467 
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NOTE 16. MARKET RISK BENEFITS 

The net balance of market risk benefit asset and liabilities of and changes in guaranteed minimum withdrawal 
benefits associated with annuity contracts follow.

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2023
US$ MILLIONS

Direct 
Insurance Reinsurance Total

Beginning balance before effect of changes in the instrument-
specific credit risk     ................................................................................. $ 44 $ 70 $ 114 
Effect of changes in the beginning instrument-specific credit risk .......  26  (28)  (2) 
Attributed fees collected     .......................................................................  2  6  8 
Interest accrual     ......................................................................................  1  1  2 
Adjustment from deterministic to stochastic    ........................................  5  1  6 
Effect of experience variance  ................................................................  (3)  —  (3) 
Effect of changes in financial assumptions  ...........................................  (1)  (17)  (18) 
Effect of changes in the ending instrument-specific credit risk     ............  (18)  10  (8) 
Others    ....................................................................................................  —  11  11 
Ending balance, net     .............................................................................  56  54  110 
Reinsurance recoverable, end of period    ................................................  —  —  — 
Balance, end of period, net of reinsurance      ....................................... $ 56 $ 54 $ 110 

AS AT AND FOR THE THREE MONTHS ENDED MAR. 31, 2022
US$ MILLIONS Reinsurance Total
Beginning balance before effect of changes in the instrument-specific credit risk     ...... $ 66 $ 66 
Effect of changes in the beginning instrument-specific credit risk      ..............................  (1)  (1) 
Attributed fees collected     ...............................................................................................  5  5 
Effect of experience variance    .......................................................................................  6  6 
Effect of changes in financial assumptions       ..................................................................  (22)  (22) 
Effect of changes in the ending instrument-specific credit risk     ...................................  8  8 
Ending balance, net     ....................................................................................................  62  62 
Reinsurance recoverable, end of period........................................................................  —  — 
Balance, end of period, net of reinsurance   ............................................................... $ 62 $ 62 

The reconciliation of market risk benefits by amounts in an asset position and in a liability position to the market 
risk benefits amount in the statements of financial position follows.

AS AT MAR. 31, 2023 AND DEC. 
31, 2022
US$  MILLIONS

2023 2022
Asset Liability Net Asset Liability Net

Direct insurance    .................... $ 9 $ 67 $ 58 $ 10 $ 54 $ 44 
Reinsurance      ..........................  —  52  52  —  70  70 
Total   ..................................... $ 9 $ 119 $ 110 $ 10 $ 124 $ 114 
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NOTE 17. LIABILITY FOR UNPAID CLAIMS AND CLAIM ADJUSTMENT EXPENSES

The liability for unpaid claims and claim adjustment expenses (“claims”) for health and property and casualty 
insurance is included in “Policy and contract claims” in the statements of financial position and is the amount 
estimated for incurred but not reported (“IBNR”) claims and claims that have been reported but not settled. The 
liability for unpaid claims is estimated based upon American National’s historical experience and actuarial 
assumptions that consider the effects of current developments, anticipated trends and risk management programs, 
less anticipated salvage and subrogation. The effects of the changes are included in the statements of operations in 
the year in which the changes occur. The time value of money is not taken into account for the purpose of 
calculating the liability for unpaid claims. There have been no significant changes in methodologies or assumptions 
used to calculate the liability for unpaid claims and claim adjustment expenses.

Information regarding the liability for unpaid claims is shown below:

FOR THE THREE MONTHS ENDED MAR. 31
US$  MILLIONS 2023
Unpaid claims balance, beginning    ....................................................................................................... $ 1,569 

Less: Reinsurance recoverables     ......................................................................................................  306 
Net beginning balance     .........................................................................................................................  1,263 
Incurred related to

Current    ............................................................................................................................................  375 
Prior years    .......................................................................................................................................  (11) 

Total incurred claims     ...........................................................................................................................  364 
Paid claims related to

Current    ............................................................................................................................................  108 
Prior years    .......................................................................................................................................  230 

Total paid claims ..................................................................................................................................  338 
Net balance   ..........................................................................................................................................  1,289 
Plus: Reinsurance recoverables    ...........................................................................................................  300 
Unpaid claims balance, ending    ......................................................................................................... $ 1,589 

The net and gross reserve calculations have shown favourable development as a result of favourable loss emergence 
compared to what was implied by the loss development patterns used in the original estimation of losses in prior 
years. The estimates for ultimate incurred claims attributable to insured events of prior years decreased by 
approximately $10 million during the first three months of 2023 and decreased $6 million during the same period in 
2022. The favorable development in 2023 was a reflection of lower-than-anticipated losses arising from 
agribusiness, business owners, commercial automotive, and commercial other lines of business.

For short-duration health insurance claims, the total of IBNR plus expected development on reported claims 
included in the liability for unpaid claims and claim adjustment expenses at March 31, 2023 and December 31, 2022 
was $16 million and $16 million respectively.

NOTE 18. CORPORATE AND SUBSIDIARY BORROWINGS

The Company and its subsidiaries have bilateral revolving credit facilities backed by third-party financial 
institutions. The total available amount on the credit facilities is $500 million. The credit facilities bear interest at the 
specified SOFR, CDOR, or bankers’ acceptance rate plus a spread and have a maturity date of June 2027. As at 
March 31, 2023, $296 million was drawn on the bilateral credit facilities.

The Company has a $1.0 billion 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 March 31, 2023, 
the facility had $753 million outstanding. 
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In April 2022, the Company entered into a $1.0 billion 364-day secured facility. As at March 31, 2023, the facility 
was fully drawn.

The facilities require the Company to maintain a minimum net worth covenant. As at March 31, 2023, the Company 
was in compliance with its financial covenants.

The Company also has a revolving credit facility with Brookfield that, as at March 31, 2023, permitted borrowings 
of up to $400 million. As at March 31, 2023, there were no amounts drawn on the facility. 

Subsidiary borrowings of $1.5 billion relate to debt issued at American National. $1.0 billion matures in 2027 and 
the remaining $500 million matures in 2032. 

NOTE 19. INCOME TAXES

For the three months ended March 31, 2023, the effective tax rate on pre-tax income was a recovery of 10.1%. The 
Company's effective tax rate differed from the statutory tax rate of 17% primarily due to international operations 
subject to different tax rates. 

For the three months ended March 31, 2022, the effective tax rate on pre-tax income was 3.3%. The Company's 
effective tax rate differed from the statutory tax rate of 16.4% primarily due to international operations subject to 
different tax rates. 
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NOTE 20. SHARE CAPITAL

As at March 31, 2023 and December 31, 2022, the Company is authorized to issue:

i. 1,000,000,000 Exchangeable Class A Limited Voting Shares with a par value of $33.63 per share; 

ii. 500,000,000 Exchangeable Class A-1 Limited Non-Voting Shares with a par value of $33.63 per share; 

iii. 500,000 Class B Limited Voting Shares with a par value of $33.63 per share; 

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

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

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

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

viii. 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 March 31, 2023 and December 31, 2022 comprises the following:

March 31, 2023 December 31, 2022
Number of shares Value Number of shares Value

Issued
Class A exchangeable shares     ................ 10,450,952 $ 449 9,594,989 $ 422 
Class B shares    ....................................... 24,000  1 24,000  1 
Class C shares    ....................................... 41,314,891  1,477 40,934,623  1,467 

  Class A junior preferred shares   ............. 100,460,280  2,607 100,460,280  2,580 

At March 31, 2023, there were $95 million of accrued dividends on Class A junior preferred shares (December 31, 
2022 – $68 million).

The movement of shares issued and outstanding is as follows:
\

AS AT AND FOR THE THREE MONTHS ENDED 
MAR. 31, 2023

Class A junior 
preferred 

shares

Class A 
exchangeable 

shares Class B shares Class C shares
Outstanding, beginning of period    .....................  100,460,280  9,594,989  24,000  40,934,623 
Issued (Repurchased)

Issuances      ........................................................  —  1,165,000  —  380,268 
Repurchases   ....................................................  —  (309,037)  —  — 

Outstanding, end of period    ...............................  100,460,280  10,450,952  24,000  41,314,891 

AS AT AND FOR THE THREE MONTHS ENDED 
MAR. 31, 2022

Class A 
exchangeable 

shares Class B shares Class C shares
Outstanding, beginning of period     ..................................................  10,877,989  24,000  23,544,548 
Issued (Repurchased)

Issuances    .....................................................................................  —  —  — 
Repurchases    ................................................................................  —  —  — 

Outstanding, end of period    ............................................................  10,877,989  24,000  23,544,548 

On March 3, 2023, the Company issued 915,000 class A exchangeable shares in exchange for 915,000 class A 
shares of  Brookfield.

On March 3, 2023, the Company converted 309,037 class A exchangeable shares for $12 million into 380,268 class 
C shares.
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On March 14, 2023, the Company issued 250,000 class A exchangeable shares in exchange for 250,000 class A 
shares of Brookfield.

NOTE 21. EARNINGS PER SHARE

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

FOR THE THREE MONTHS ENDED MAR. 31 
(MILLIONS), EXCEPT PER SHARE AMOUNTS 2023 2022
Net income (loss) for the period $ (93) $ 156 
Dividends on Class A junior preferred shares     ...............................................................  (28)  — 

 (121)  156 
Attributable to:

Class A exchangeable and Class B shareholders     ........................................................  1  2 
Class C shareholders     ...................................................................................................  (127)  154 
Non-controlling interests     .............................................................................................  5  — 

Weighted average shares – Class C shares   ................................................................  41,052,929  23,544,548 
Earnings per share per class C share - basic   ............................................................. $ (3.09) $ 6.54 
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NOTE 22. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

The components of and changes in the accumulated other comprehensive income (“AOCI”), and the related tax 
effects, are shown below:

FOR THE THREE MONTHS ENDED MAR. 31, 
2023
US$ MILLIONS

Unrealized 
Appreciation 

(Depreciation) 
on Available 

for Sale 
Securities1

Defined 
benefit 
pension 

plan 
adjustment

2

Change in 
instrument 

specific 
credit risk 
for market 

risk 
benefit3

Change in 
discount 
rate for 

liability for 
future 

policyholder
4 Total

Balance at January 1, 2023    .................. $ (1,205) $ (9) $ 3 $ 651 $ (560) 
Other comprehensive income (loss) 

before reclassifications    ......................  405  1  12  (178)  240 
Other    .......................................................  3  —  —  —  3 
Balance at March 31, 2023   ................... $ (797) $ (8) $ 15 $ 473 $ (317) 

FOR THE THREE MONTHS 
ENDED MAR. 31, 2022
US$ MILLIONS

Equity 
Accounted

Unrealized 
Appreciation 

(Depreciation) 
on Available 

for Sale 
Securities1

Defined 
benefit 
pension 

plan 
adjustment

2

Change in 
instrument 

specific 
credit risk 
for market 

risk 
benefit3

Change in 
discount 
rate for 

liability for 
future 

policyholder
4 Total

Balance at January 1, 
2022   ............................. $ (4) $ 35 $ — $ (1) $ (72) $ (42) 

Other comprehensive 
income (loss) before 
reclassifications    ...........  (17)  (271)  —  (6)  206  (88) 
Other   ..........................  —  —  —  —  —  — 

Balance at March 31, 
2022   ............................. $ (21) $ (236) $ — $ (7) $ 134 $ (130) 

1. To be reclassed to “Investment related gains (losses), net”
2. To be reclassed to “Operating expenses”
3. To be reclassed to “Change in fair value of market risk benefit”
4. To be reclassed to “Claims and policyholder benefits”

NOTE 23. RELATED PARTY TRANSACTIONS

In the normal course of operations, the Company entered into the transactions below with related parties.

a) Brookfield Reinsurance agreements

The Company has an outstanding equity commitment in the amount of $2.0 billion from Brookfield to fund future 
growth, which the Company may draw on from time to time. As of March 31, 2023, there were no amounts drawn 
under the equity commitment.

In 2021, the Company entered into a credit agreement with Brookfield (the “Brookfield Credit Agreement”) as 
lender for a three-year revolving credit facility which subsequently increased to $400 million in March 2022. As of 
March 31, 2023, there were no amounts drawn on the credit facilities under the Brookfield Credit Agreement.
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The following table reflects the related party agreements and transactions for the three months ended March 31 in 
the statements of operations:

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS 2023 2022
Credit agreement fees with Brookfield    .............................................................................. $ — $ — 
Support agreement fees with Brookfield     ...........................................................................  —  — 
Rights agreement fees to Brookfield   ..................................................................................  —  — 
Administration fees with Brookfield  ..................................................................................  1.7  0.3 
Investment management fees to Brookfield Asset Management    .......................................  14.6  3.9 
Brookfield licensing agreement fees  ..................................................................................  —  — 

Outsourcing fees paid to Brookfield    ..................................................................................  0.7  0.2 
Outsourcing arrangements payable  ....................................................................................  0.3  0.1 

b) Other related party transactions

On March 10, 2020, BAC entered into lease and building service arrangements with Brookfield Properties (Canada) 
Inc. and BPO Ontario Properties Ltd. (collectively, “BPO”), subsidiaries of Brookfield. The amount paid to BPO for 
the leased office facilities and building maintenance for the three months ended March 31, 2023 totaled $0.2 million 
(March 31, 2022 – $0.1 million). As at March 31, 2023, lease liabilities relating to this arrangement were $1 million 
(March 31, 2022 – $2 million).

During the period, subsidiaries of the Company purchased investments of $0.6 billion from Brookfield and its 
subsidiaries. Investment transactions with related parties are accounted for in the same manner as those with 
unrelated parties in the financial statements.

The Company had $714 million of cash on deposit with wholly-owned subsidiaries of Brookfield as at March 31, 
2023 (March 31, 2022 – $10 million).

NOTE 24. SEGMENT REPORTING

The Company's operations are organized into three operating segments: Reinsurance, Direct Insurance and PRT. 
These segments are regularly reviewed by the Company’s chief operating decision maker (“CODM”) for the 
purpose of allocating resources to the segment and to assess its performance. 

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, 
deferred income taxes, and breakage and transaction costs, as well as certain investment and insurance reserve gains 
and losses, including gains and losses related to asset and liability matching strategies and change in market risk 
benefits, and is inclusive of our share of adjusted earnings from our investments in certain 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.

60



The tables below provide each segment’s results in the format that the CODM reviews its reporting segments to 
make decisions and assess performance. 

FOR THE THREE MONTHS ENDED MAR. 31, 2023
(MILLIONS)

Direct 
Insurance Reinsurance

Pension Risk 
Transfer Total

Net premiums and other policy related 
revenues    .......................................................... $ 722 $ — $ 175 $ 897 

Other net investment income, including funds 
withheld    ..........................................................  309  79  43  431 

Segment revenues    ..............................................  1,031  79  218  1,328 
Policyholder benefit, net      ....................................  (506)  —  (197)  (703) 
Other insurance and reinsurance expenses     ........  (236)  (54)  (5)  (295) 
Operating expenses excluding transactions 

costs   ................................................................  (150)  (5)  (5)  (160) 
Interest expense   ..................................................  (23)  —  —  (23) 
Current income tax expense   ...............................  (6)  (6) 
Segment DOE   ...................................................  110  20  11  141 
Depreciation expense   .........................................  (5) 
Deferred income tax expense    .............................  13 
Transaction costs   ................................................  (4) 
Net investments gains and losses, including 

funds withheld    ................................................  (145) 
Unrealized mark to market within insurance 

contracts      .........................................................  (79) 
Other corporate activities, net   ............................  (14) 
Net income     ........................................................ $ (93) 
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FOR THE THREE MONTHS ENDED MAR. 31 2022
(MILLIONS) Reinsurance

Pension Risk 
Transfer Total

Net premiums     ............................................................................... $ — $ 109 $ 109 

Other net investment income, including funds withheld      .............  37  34  71 
Segment revenues    ........................................................................  37  143  180 
Proportionate share of equity accounted investment adjusted 

earnings     ....................................................................................  16  —  16 
Policyholder benefits, net   .............................................................  (139)  (139) 
Other insurance and reinsurance expenses     ..................................  (38)  —  (38) 
Operating expenses excluding transactions costs     ........................  (5)  (3)  (8) 
Interest expense  ............................................................................  (6)  —  (6) 
Segment DOE    .............................................................................  4  1  5 
Deferred income tax expense    .......................................................  (4) 
Transaction costs  ..........................................................................  (4) 
Net investments gains and losses, including funds withheld   .......  98 
Unrealized mark to market within insurance contracts    ................  56 
Equity accounted (income) loss         ................................................  3 
Other corporate activities, net  ......................................................  2 
Net income     .................................................................................. $ 156 

Our Reinsurance business is focused primarily on the reinsurance of annuity-based products and transacts with 
direct insurers and other reinsurers. All existing reinsurance contracts are with U.S. based insurance companies. 
Total premium revenues recorded within our Reinsurance segment for the three months ended March 31, 2023 were 
from transactions with two United States ceding companies.

Total premium revenues recorded within our PRT segment for the three months ended March 31, 2023, and 2022 
were from Canadian and U.S. counterparties. 

Total premium revenues recorded within our Direct Insurance segment for the three months ended March 31, 2023 
were from transactions with U.S. retail customers. There were no activities in the Direct Insurance segment as the 
business was acquired in May 2022.

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 MAR. 31, 2023
(MILLIONS) Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ 9,591 $ 3,640 $ 30,656 $ 1,064 $ 44,951 
Liabilities   ..................................  7,990  3,396  26,660  2,470  40,516 
Equity and other      .......................  1,601  244  3,996  (1,406)  4,435 

AS AT DEC. 31, 2022
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ 9,314 $ 3,410 $ 29,583 $ 1,143 $ 43,450 
Liabilities   ..................................  7,644  3,173  25,796  2,545  39,158 
Equity and other      .......................  1,670  237  3,787  (1,402)  4,292 

1. Other represents assets, liabilities and common equity attributable to other activities that do not constitute a segment.
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NOTE 25. FINANCIAL COMMITMENTS AND CONTINGENCIES

Commitments

As at March 31, 2023, subsidiaries of the Company had investment commitment agreements with third parties to the 
maximum of approximately $8.2 billion exclusive of taxes and other operating expenses (December 31, 2022 – 
$5.4 billion). As at March 31, 2023, the total unfunded commitment amounts were $5.2 billion. 

The Company's subsidiary had aggregate commitments at March 31, 2023 to purchase, expand or improve real 
estate, to fund fixed interest rate mortgage loans, and to purchase other invested assets of $1.8 billion of which 
$1.1 billion is expected to be funded in 2023, with the remainder funded in 2024 and beyond. 

In addition, the Company's subsidiary had revolving commitments of $113 million expected to be funded during 
2023 and 2024, and outstanding letters of credit in the amount of $4 million as of March 31, 2023.

Federal Home Loan Bank (FHLB) Agreements

The Company has access to the FHLB’s financial services including advances that provide an attractive funding 
source for short-term borrowing and for access to other funding agreements. As of March 31, 2023, certain 
municipal bonds and collateralized mortgage obligations with a fair value of approximately $12 million and 
commercial mortgage loans of approximately $1.1 billion were on deposit with the FHLB as collateral for 
borrowing. As of March 31, 2023, the collateral provided borrowing capacity of approximately $680 million. The 
deposited securities and commercial mortgage loans are included in the Company’s statements of financial position 
within available-for-sale fixed maturity securities and mortgage loans on real estate, net of allowance, respectively.

Guarantees

American National has guaranteed bank loans for customers of a third-party marketing operation. The bank loans 
are used to fund premium payments on life insurance policies issued by American National. The loans are secured 
by the cash values of the life insurance policies. If the customer were to default on a bank loan, American National 
would be obligated to pay off the loan. As the cash values of the life insurance policies always equal or exceed the 
balance of the loans, management does not foresee any loss on these guarantees. The total amount of the guarantees 
outstanding as of March 31, 2023, was approximately $121 million, while the total cash value of the related life 
insurance policies was approximately $144 million.

Litigation

American National and certain subsidiaries are defendants in various lawsuits concerning alleged breaches of 
contracts, various employment matters, allegedly deceptive insurance sales and marketing practices, and 
miscellaneous other causes of action arising in the ordinary course of operations. Certain lawsuits include claims for 
compensatory and punitive damages. We provide accruals for these items to the extent we deem the losses probable 
and reasonably estimable. After reviewing these matters with legal counsel, based upon information presently 
available, management is of the opinion that the ultimate resultant liability, if any, would not have a material adverse 
effect on the Company's statements of financial position, liquidity or results of operations; however, assessing the 
eventual outcome of litigation necessarily involves forward-looking speculation as to judgments to be made by 
judges, juries and appellate courts in the future.

Such speculation warrants caution, as the frequency of large damage awards, which bear little or no relation to the 
economic damages incurred by plaintiffs in some jurisdictions, continues to create the potential for an unpredictable 
judgment in any given lawsuit. These lawsuits are in various stages of development, and future facts and 
circumstances could result in management changing its conclusions. It is possible that, if the defenses in these 
lawsuits are not successful, and the judgments are greater than management can anticipate, the resulting liability 
could have a material impact on our condensed consolidated financial position, liquidity, or results of operations. 
With respect to the existing litigation, management currently believes that the possibility of a material judgment 
adverse to American National is remote. Accruals for losses are established whenever they are probable and 
reasonably estimable. If no one estimate within the range of possible losses is more probable than any other, an 
accrual is recorded based on the lowest amount of the range
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NOTE 26. SUBSEQUENT EVENTS

Subsequent to quarter end, the Company repaid $500 million of its 364-day secured facility on maturity with the 
remaining $500 million extended for an additional 364 days, now maturing in April 2024.
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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”), covers the financial position as of March 31, 2023 and 
December 31, 2022 and the results of operations for the three months ended March 31, 2023, and 2022. Unless the 
context requires otherwise, when used in this MD&A, the terms “we”, “us”, “our”, or the “company” means 
Brookfield Reinsurance Ltd. together with all of its subsidiaries and the term “Brookfield” means Brookfield 
Corporation, its subsidiaries and controlled companies and any investment fund sponsored, managed or controlled 
by Brookfield Corporation 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”. 

The information in this MD&A should be read in conjunction with the Unaudited Condensed Consolidated Financial 
Statements (“the financial statements”) as of March 31, 2023 and December 31, 2022 and for the three months 
ended March 31, 2023, and 2022. Interim operating results for the three months ended March 31, 2023 are not 
necessarily indicative of the results expected for the entire year. 

Overview of Our Business

Our company is an exempted company limited by shares incorporated under the laws of Bermuda on December 10, 
2020. 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.”), North End Re (Cayman) 
SPC (“NER SPC”), Brookfield Annuity Company (“BAC”) and American National Group, LLC. (“American 
National”). 

Our company operates a leading capital solutions business providing insurance and reinsurance services to 
individuals and institutions. Through its operating subsidiaries, our company offers a broad range of insurance 
products and services, including life insurance and annuities, and personal and commercial property and casualty 
insurance. Our business is presently conducted through our subsidiaries under three operating segments, which we 
refer to as our Direct Insurance, Reinsurance, and our Pension Risk Transfer (“PRT”) businesses. The principal 
operating entities of the company generally maintain their own independent management and infrastructure. Refer to 
the “Lines of Business” section of the MD&A for further details on our operating segments' business. 

Conversion and Adoption of Accounting Standards

Effective January 1, 2023, the Company transitioned from International Financial Reporting Standards ("IFRS") to 
US generally accepted accounting principles (“GAAP”). The accompanying MD&A, including all periods 
presented, have been presented and analyzed under GAAP. On January 1, 2023, we adopted Accounting Standards 
Update 2018-12 ("ASU 2018-12") , requiring targeted improvements to the accounting for long-duration contracts 
(“LDTI”). As such, results for 2022 have been recast and are also presented under the new guidance. As a result of 
the transition from IFRS to GAAP, including the impact of the adoption of LDTI, the Company recorded a 
$255 million increase, net of tax, to opening equity reported under IFRS as of January 1, 2023, mainly from the 
recognition of an allowance for credit losses and the retrospective impact of LDTI.

The significant differences between IFRS and GAAP as they relate to these financial statements are as follows:

a) Investment impairment

Under IFRS, prior to the adoption of GAAP, at each reporting date, financial assets were assessed for impairment 
indicators. The Company considered an impairment loss if it deemed it unlikely that it would be able to recover all 
amounts due according to the contractual terms of the obligation. 
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Under GAAP, ASU 2016-13, Measurement of Credit Losses on Financial Instruments uses a current expected credit 
loss (“CECL”) model to measure impairment on certain types of financial instruments. It requires an entity to 
estimate lifetime expected credit losses, under the new CECL model, based on relevant information about historical 
events, current conditions, and reasonable and supportable forecasts. The guidance also modifies the impairment 
model for available-for-sale fixed maturity securities. This difference in the timing of the impairment recognition is 
the primary driver for differences between accounting standards. As a result of the transition to GAAP, the 
Company recorded a $71 million decrease, net of tax, to retained earnings as of December 31, 2022 reported under 
IFRS related to mortgage loans and private loans. 

b) Insurance contract liabilities

Under GAAP, to the extent that an insurance or reinsurance contract does not, despite its form, provide for 
indemnification of the ceding entity or reinsurer against loss or liability, the premium paid less the amount of the 
premium to be retained shall be accounted for as a deposit. At inception, a deposit asset or liability shall be 
recognized for insurance and reinsurance contracts accounted for under deposit accounting.

For long duration insurance contracts, ASU 2018-12, LDTI, issued in August 2018, changes the measurement and 
disclosures of insurance liabilities and deferred acquisition cost for long-duration contracts issued by insurers. The 
amendments are effective for fiscal years beginning after December 15, 2022, including interim periods within those 
fiscal years. 

Initial adoption for the liability for future policy benefits and deferred acquisition cost ("DAC") is required to be 
reported using either a full retrospective or modified retrospective approach. Market risk benefits ("MRB") are 
contracts or contract features that both provide protection to the contract holder from other-than-nominal capital 
market risk and expose the Company to other-than-nominal capital market risk. For MRB, full retrospective 
application is required. The Company has elected to apply a modified retrospective transition method for the liability 
for future policy benefits and DAC.  

The Company recorded a $94 million increase, net of tax, to retained earnings as of January 1, 2023, as well as a 
favorable impact to AOCI of approximately $462 million, after tax resulting from the remeasurement of future 
policy benefits and reinsurance recoverable using discount rates applicable under the LDTI requirements per GAAP. 

c) Investment classification

The Company’s investment in financial assets includes debt securities, equity securities and loans and receivables. 
Under IFRS, these assets were classified into one of the following categories: 

• Available for sale (“AFS”) assets are measured at fair value, with changes in fair value recognized in other 
comprehensive income (loss); 

• Fair value through profit or 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 supporting future policy benefits 
within our pension risk transfer (PRT) business are classified as loans and receivables or designated as FVTPL. 
Financial assets supporting modified coinsurance reserves within reinsurance treaties are designated as FVTPL.

Under GAAP, all equity investments in unconsolidated entities (other than those accounted for using the equity 
method of accounting) are measured at fair value through net income. The Company's fixed maturity securities are 
designated as available-for-sale. Available-for-sale fixed maturity securities are reported at fair value and unrealized 
capital gains (losses) on these securities are recorded directly in accumulated other comprehensive income 
(“AOCI”). In connection with funds withheld reinsurance treaties, the Company has elected the fair value option 
(FVO) for certain of its fixed maturities to better match the measurement of those assets and related embedded 
derivative in the Consolidated Statements of Operations. As a result of the transition from IFRS to GAAP, the 
Company recorded a $138 million decrease, net of tax, to retained earnings reported under IFRS as of January 1, 
2023 and a corresponding increase for the same amount, net of tax, to AOCI related to the reclassification of its 
equity and debt securities under GAAP. 
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Controls and Procedures

The Chief Executive Officer and the Chief Financial Officer have evaluated the effectiveness of the design and 
operation of the Company’s disclosure controls and procedures as of the end of the period covered by this report. 
During the first quarter of 2023, the Company implemented and modified certain internal controls over financial 
reporting relating to the adoption and ongoing operation of ASU 2018-12

Based on that evaluation, the Chief Executive Officer and the Chief Financial Officer concluded that these 
disclosure controls and procedures were effective. There was no change in the Company’s internal control over 
financial reporting during the quarter ended March 31, 2023, that has materially affected, or is reasonably likely to 
materially affect, the Company’s internal control over financial reporting besides those related to LDTI. .

The following financial data is derived from our financial statements that are prepared in accordance with GAAP. 
Non-GAAP 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.

Key Financial Data

The following present key financial data of the company:

FOR THE PERIODS ENDED MAR. 31
US$ MILLIONS 2023 2022
Total assets      ...................................................................................................................... $ 44,951 $ 11,648 
Net income (loss)    .............................................................................................................  (93)  156 
Adjusted equity1

     ..............................................................................................................  4,752  1,576 
Distributable Operating Earnings1,2

   .................................................................................  145  13 

1. Distributable operating earnings and adjusted equity are Non-GAAP measures. See “Reconciliation of Non-GAAP Measures”.
2. Distributable operating earnings for the three months ended 2023 is inclusive of $4 million relating to activities outside of our three 

operating segments (2022 - $8 million)
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Operating Results and Financial Review

CONSOLIDATED RESULTS OF OPERATIONS

The following table summarizes the financial results of our business for the three months ended March 31, 2023 and 
2022:

FOR THE PERIODS ENDED MAR. 31
US$ MILLIONS 2023 2022
Net premiums  ................................................................................................................... $ 800 $ 109 
Other policy revenue   ........................................................................................................  97  — 
Net investment income      ....................................................................................................  400  56 
Investment related gains (losses), net   ...............................................................................  (106)  28 
Net investment results from funds withheld     ....................................................................  12  85 
Total revenues   .................................................................................................................  1,203  278 

Claims and policyholder benefits    .....................................................................................  (742)  (105) 
Interest sensitive contract benefits     ...................................................................................  (241)  (18) 
Commissions for acquiring and servicing policies     ..........................................................  (180)  — 
Net change in deferred policy acquisition costs   ...............................................................  112  20 
Change in fair value of market risk benefit  ......................................................................  (6)  12 
Other reinsurance expenses   ..............................................................................................  (14)  (4) 
Operating expenses      ..........................................................................................................  (176)  (17) 
Interest expense      ................................................................................................................  (60)  (5) 
Total benefits and expenses   ...........................................................................................  (1,307)  (117) 

Net income (loss) before income taxes     ..........................................................................  (104)  161 
Income tax recovery (expense)     ........................................................................................  11  (5) 
Net income (loss) for the period    .................................................................................... $ (93) $ 156 

Three Months Ended March 31, 2023 vs. 2022

For the three months ended March 31, 2023, we reported a net loss of $93 million, compared to net income of 
$156 million in the prior year quarter due to unrealized mark-to-market losses on investments and embedded 
derivatives.

Net premiums were $800 million for the quarter, compared to $109 million in the prior year quarter, mainly as a 
result of $625 million in contributions from direct insurance premiums within American National, which we 
acquired in May 2022. The acquisition also contributed $97 million of other policy revenue in the quarter. During 
the quarter, the company closed 18 PRT deals, representing approximately $175 million of premiums, compared to 7 
deals in the prior year quarter with $109 million of premiums. 

Net investment income was $400 million in the quarter, compared to $56 million in the prior year quarter, driven by 
the growth in our investment portfolio and capital redeployed within recently closed transactions.

Investment related gains (losses), net was a loss of $106 million in the quarter, compared to a gain of $28 million in 
the prior year quarter, mainly due to unrealized mark-to-market movements on our embedded derivatives related to 
reinsurance contracts, as well as some of our equity securities that have since partially recovered their value 
subsequent to the quarter-end.
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Net investment income, including funds withheld, was $12 million in the quarter, compared to $85 million in the 
prior year quarter. During the quarter, we received interest income of $344 million, compared to $26 million in the 
prior year quarter, more than offset by the unrealized losses on financial instruments within our reinsurance funds 
withheld. 

Claims and policyholder benefits were $742 million in the quarter, compared to $105 million in the prior year 
quarter, which corresponds to the increase in our premium revenues as a result of contributions from American 
National. The increase is also partly due to additional flow reinsurance transactions closed, as well as higher 
annuitants in-pay in our PRT business since the prior year. 

Interest sensitive contract benefits represent interest credited to policyholders' account balances from our investment 
contracts with customers, as well as amortization of deferred revenue. Commissions for acquiring and servicing 
policies represent any sales commission payments or incremental costs of obtaining the contract that are amortized 
over the contract term subsequent to the initial capitalization. During the quarter, interest sensitive contract benefits 
and commissions for acquiring and servicing policies increased by $223 million and $180 million, respectively. 
Both balances increased in the quarter as a result of the acquisition of American National. 

Change in fair value of market risk benefit represents the mark-to-market movements of our liability based on 
protection to the policyholder from capital market risk. The loss of $6 million in the period is primarily due to 
change in interest rate used in the valuation of these liabilities.

Operating expenses were $176 million in the current quarter compared to $17 million in the prior year quarter, 
mainly as a result of the acquisition of American National, as well as additional personnel, professional services and 
transaction expenses related to the growth of our business. 

The increase of $55 million of interest expense on borrowings in the current quarter primarily relates to our 
subsidiary borrowings, representing $1.5 billion of acquisition financing issued at American National, as well as 
corporate borrowings used to temporarily warehouse investments that will be moved into our insurance companies' 
investment portfolios over time.

During the quarter, DOE increased by $132 million to $145 million. The increase was driven by contributions from 
American National, as well as higher net investment income within our PRT and Reinsurance businesses as we 
made progress redeploying the investments within the portfolios.
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CONSOLIDATED FINANCIAL POSITION

Comparison as at March 31, 2023 and December 31, 2022

The following table summarizes the financial position as at March 31, 2023 and December 31, 2022:

AS AT MAR. 31, 2023 AND DEC. 31, 2022
US$ MILLIONS, EXCEPT SHARE DATA 2023 2022
Assets
Investments ............................................................................................................................... $ 31,087 $ 30,307 
Cash and cash equivalents   ........................................................................................................  2,354  2,145 
Accrued investment income    .....................................................................................................  352  341 
Deferred policy acquisition costs    .............................................................................................  1,703  1,595 
Reinsurance funds withheld     .....................................................................................................  6,004  5,806 
Premiums due and other receivables    ........................................................................................  476  436 
Deferred tax asset     .....................................................................................................................  433  470 
Reinsurance recoverables, net   ..................................................................................................  615  595 
Property and equipment (net of accumulated depreciation of $12 in 2023 and $7 in 2022)     ...  193  194 
Other assets    ..............................................................................................................................  636  516 
Separate account assets     ...........................................................................................................  1,098  1,045 
Total assets    ..............................................................................................................................  44,951  43,450 
Liabilities
Future policy benefits     ...............................................................................................................  8,349  7,966 
Policyholders' account balances   ...............................................................................................  20,784  20,141 
Policy and contract claims   ........................................................................................................  1,825  1,786 
Deposit liabilities  ......................................................................................................................  1,643  1,657 
Market risk benefit    ...................................................................................................................  119  124 
Unearned premium reserve     ......................................................................................................  1,119  1,086 
Due to related parties ................................................................................................................  247  241 
Other policyholder funds     ..........................................................................................................  323  322 
Notes payable  ...........................................................................................................................  184  151 
Corporate borrowings     ...............................................................................................................  2,049  2,160 
Subsidiary borrowings ..............................................................................................................  1,493  1,492 
Liabilities issued to reinsurance entities   ...................................................................................  166  151 
Other liabilities     .........................................................................................................................  1,117  836 
Separate account liabilities     .......................................................................................................  1,098  1,045 
Total liabilities   ........................................................................................................................  40,516  39,158 

Junior Preferred Shares, par value $25 per share, redemption amount of $2,512   ...................  2,607  2,580 

Equity
Class A exchangeable and Class B (10,450,952 Class A exchangeable shares and 24,000 

Class B shares outstanding as at 2023; 9,594,989 Class A exchangeable shares and 
24,000 Class B shares outstanding as at 2022; with par value of $33.63 per share)     ...........  460  432 

Class C (41,314,891 and 40,934,623 Class C shares outstanding as at 2023 and 2022, 
respectively)     .........................................................................................................................  1,359  1,272 

Non-controlling interests   ..........................................................................................................  9  8 
Total equity       .............................................................................................................................  1,828  1,712 
Total liabilities and equity  ..................................................................................................... $ 44,951 $ 43,450 
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March 31, 2023 vs. December 31, 2022

Total assets increased by $1.5 billion during the quarter to $45.0 billion.

Cash and cash equivalent increased by $209 million during the quarter. For further information, refer to Liquidity 
and Capital Resources and our Consolidated Statements of Cash Flows.

Total investments increased by $780 million over the quarter, primarily as a result of the partial recovery in the 
market value of our debt securities, as well as the deployment of new premiums received during the quarter.

Deferred acquisition costs, which are capitalized costs that are directly related to writing new policyholder contracts.  
During the quarter, the balance increased by $108 million mainly as a result of new insurance contracts entered with 
policyholders, partially offset by amortization.

Reinsurance funds withheld increased by $198 million over the quarter, primarily as a result of net reinsurance 
settlements, partially offset by mark to market adjustments on the total return swap due to the impact of decreasing 
interest rates over the period on our shorter duration asset portfolio.

Deferred tax assets decreased by $37 million during the quarter, primarily as a result of unrealized mark-to-market 
gains on our debt securities. 

Reinsurance recoverables are estimated amounts due to the Company from reinsurers related to paid and unpaid 
ceded claims and expenses, and are presented net of reserves for collectability. The amount increased by $20 million 
in the current quarter primarily as a result of balances collected over the quarter.

Other assets primarily include intangible assets, goodwill, and prepaid pension receivables from related parties. The 
balance increased by $120 million during the quarter, mainly due to higher prepaid reinsurance premiums.

Separate account assets and liabilities are funds that are held separate from the general assets and liabilities of the 
Company, and both increased by $53 million in the quarter mainly due to changes in the valuation during the 
quarter. 

Future policy benefits and policyholder account balances increased by $1.0 billion during the quarter mainly due to 
new contracts written across our operations, partially offset by settlements in the quarter.

Corporate and subsidiary borrowings decreased by $110 million during the period, primarily as a result of 
repayments of our warehouse and credit facility borrowings. Due to related parties was $247 million as at quarter-
end and relates to short-term loans from Brookfield in connection with the reinsurance transactions closed in 2021.

In the prior year, we issued junior preferred shares to Brookfield which are redeemable by the Company at any time 
at the issuance price plus accumulated and unpaid dividends. Additionally, holders of the junior preferred shares 
have the right to redeem the shares at an amount equal to the issuance price plus accumulated and unpaid dividends. 
As a result of the redemption right held by the holders, the junior preferred shares are classified as temporary equity, 
and the corresponding dividends of $28 million in the quarter have be reflected in our retained earnings as dividends 
paid. 

Lines of Business

Direct Insurance

Following closing of the American National acquisition in May 2022, American National became the platform for 
our third primary operating line: direct origination of life, annuity and property and casualty insurance policies, 
which we refer to as direct insurance. 

American National, founded in 1905 and headquartered in Galveston, Texas, offers a broad spectrum of products 
and services through its subsidiaries, which include life insurance, annuities, property and casualty insurance, health 
insurance, credit insurance, and pension products. The American National companies operate in all 50 states, the 
District of Columbia and Puerto Rico. 
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Life Insurance

Whole Life. Whole life products provide a guaranteed benefit upon the death of the insured in return for the periodic 
payment of a fixed premium over a predetermined period. Premium payments may be required for the entire life of 
the contract, to a specified age or a fixed number of years, and may be level or change in accordance with a 
predetermined schedule. Whole life insurance includes some policies that provide a participation feature in the form 
of dividends. Policyholders may receive dividends in cash or apply them to increase death benefits or cash values 
available upon surrender, or reduce the premiums required to maintain the contract in-force.

Universal Life. Universal life insurance products provide coverage through a contract that gives the policyholder 
flexibility in premium payments and coverage amounts. Universal life products may allow the policyholder, within 
certain limits, to increase or decrease the amount of death benefit coverage over the term of the contract and to 
adjust the frequency and amount of premium payments. Universal life products are interest rate sensitive, and we 
determine the interest crediting rates during the contract period, subject to policy specific minimums. An equity-
indexed universal life product is credited with interest using a return that is based, in part, on changes in an index, 
such as the Standard & Poor’s 500 Index (“S&P 500”), subject to a specified minimum.

Variable Universal Life. Variable universal life products provide insurance coverage on a similar basis as universal 
life, except that the policyholder bears the investment risk because the value of the policyholder’s account balance 
varies with the investment experience of the securities selected by the policyholder held in the separate account.

Credit Life Insurance. Credit life insurance products are sold in connection with a loan or other credit account. 
Credit life insurance products are designed to pay to the lender the borrower’s remaining debt on a loan or credit 
account if the borrower dies during the coverage period.

Annuities 

Deferred Annuities. A deferred annuity is an asset accumulation product. Deposits are received as a single premium 
deferred annuity or in a series of payments for a flexible premium deferred annuity. Deposits are credited with 
interest at our determined rates subject to policy minimums. For certain limited periods of time, usually from one to 
ten years, interest rates are guaranteed not to change. Deferred annuities usually have surrender charges that begin at 
issue and reduce over time and may have market value adjustments that can increase or decrease any surrender 
value. An equity-indexed deferred annuity is credited with interest using a return that is based, in part, on changes in 
an index, such as the S&P 500, subject to a specified minimum.

Single Premium Immediate Annuity (“SPIA”). A SPIA is purchased with one premium payment, providing periodic 
(usually monthly or annual) payments to the annuitant for a specified period, such as for the remainder of the 
annuitant’s life. Return of the original deposit may or may not be guaranteed, depending on the terms of the annuity 
contract.

Variable Annuities. With a variable annuity, the policyholder bears the investment risk because the value of the 
policyholder’s account balance varies with the investment experience of the separate account investment options 
selected by the policyholder. Our variable annuity products have no guaranteed minimum withdrawal benefits.

Property and Casualty

Personal Lines. Personal lines include insurance policies sold to individuals for auto, homeowners, and other similar 
exposures. Auto insurance covers specific risks involved in owning and operating an automobile. Homeowner 
insurance provides coverage that protects the insured owner’s property against loss from perils. Other personal 
insurance provides coverage for property such as boats, motorcycles and recreational vehicles, and umbrella 
protection coverage.

Commercial Lines. Commercial lines are primarily focused on providing insurance to agricultural related operations 
and small to midsize businesses. This includes property and casualty coverage tailored for a farm, ranch, or other 
agricultural-related businesses. Commercial auto insurance is typically issued in conjunction with the sale of our 
policies covering farms, ranches, and businesses and covers specific risks involved in owning and operating motor 
vehicles. Business owners' property and liability insurance, workers' compensation insurance, and other commercial 
insurance encompassing umbrella protection coverage and other liability coverages, are also offered.
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Specialty Markets. Specialty Markets products include renters, mortgage security, aviation, private flood, and credit 
insurance. Credit insurance provides protection to borrowers and the creditors that extend credit to them against 
unpaid indebtedness as a result of death, disability, involuntary unemployment, or untimely loss to the collateral 
securing a personal or mortgage loan.

• Collateral or Creditor Protection Insurance (“CPI”). CPI provides insurance against loss, expense to recover, or 
damage to personal property pledged as collateral (typically automobiles and homes) resulting from fire, 
burglary, collision, or other loss occurrence that would either impair a creditor’s interest or adversely affect the 
value of the collateral. The coverage is purchased from us by the lender according to the terms of the credit 
obligation and charged to the borrower by the lender when the borrower fails to provide the required insurance.

• Guaranteed Auto Protection or Guaranteed Asset Protection (“GAP”). GAP insures the excess outstanding 
indebtedness over the primary property insurance benefits that may occur when there is a total loss to or an 
unrecovered theft of the collateral. GAP can be written on a variety of assets that are used as collateral to secure 
credit; however, it is most commonly written on automobiles.

As of March 31, 2023, American National and its subsidiaries had $19.7 billion (December 31, 2022 -  $19.1 billion) 
of future policy benefits and policyholder account balances.

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. 

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.
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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.”). As of the date of this MD&A, our subsidiaries have reinsurance and 
retrocession agreements with two third parties to reinsure a block of U.S. annuities and fixed indexed annuities. As 
of March 31, 2023, NER SPC had $6.2 billion of policyholder's account balances and NER Ltd. had $1.6 billion of 
deposit liabilities related to their reinsurance treaties (December 31, 2022 – $5.9 billion and $1.7 billion, 
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 in Canada and the United States. Our Canadian 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. Under American National, we also operate a 
U.S. PRT business, which became licensed during 2022 and successfully completed its first PRT transaction in 
December 2022. Our North American PRT businesses are led by a team of experts in group annuities, pensions, 
insurance and investments.
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As of March 31, 2023, we had $3.2 billion (December 31, 2022 – $3.1 billion) of future policy benefits related to 
PRT.

SEGMENT REVIEW

The Company's operations are organized into three operating segments: Direct Insurance, Reinsurance and PRT.

We measure operating performance primarily using DOE which measures our ability to acquire net insurance assets 
at a positive margin, and invest these assets at a return that is greater than the cost of policyholder liabilities. 

Direct Insurance

The following table presents Distributable Operating Earnings of our Direct Insurance segment for the three months 
ended March 31, 2023 and 2022:

FOR THE PERIODS ENDED MAR. 31
US$ MILLIONS 2023 2022
DOE    ........................................................................................................................... $ 110 $ — 

Comparison of the three months ended March 31, 2023 and 2022 

DOE within our Direct Insurance business represents contribution from our direct origination annuity, life, P&C and 
health businesses operated by American National, which was acquired in the second quarter of 2022. We benefited 
from strong contributions from our life and annuities business and the continued repositioning of investments into 
higher yielding investments. DOE related to our Direct Insurance business also includes financing costs associated 
with subsidiary borrowings and corporate overhead directly related to the segment.

Reinsurance

The following table presents Distributable Operating Earnings of our Reinsurance segment for the three months 
ended March 31, 2023 and 2022:

FOR THE PERIODS ENDED MAR. 31
US$ MILLIONS 2023 2022
DOE   .......................................................................................................................... $ 20 $ 4 

Comparison of the three months ended March 31, 2023 and 2022

DOE within our Reinsurance business increased to $20 million in the quarter. During the quarter, we recorded flow 
premiums on our AEL reinsurance treaty of approximately $330 million, bringing total premiums reinsured under 
the treaty to over $6 billion of premiums to-date. DOE also benefited from rising interest rates over the last twelve 
months and the redeployment of assets into higher yielding investments in the period.

Pension Risk Transfer

The following table presents Distributable Operating Earnings of our PRT segment for the three months ended 
March 31, 2023 and 2022:

FOR THE PERIODS ENDED MAR. 31
US$ MILLIONS 2023 2022
DOE   .......................................................................................................................... $ 11 $ 1 

Comparison of the three months ended March 31, 2023 and 2022

During the quarter, the Company closed 18 PRT deals (2022 – 7), representing $175 million (2022 – $109 million) 
of premiums. The increase in DOE from the prior year was a result of more business closed over the last twelve 
months, as well as higher investment income due to redeployment of assets into higher yielding investments.
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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. We proactively manage our liquidity 
position to meet liquidity needs and continue to develop relationships with lenders who provide borrowing capacity 
at competitive rates, 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 
corporate liquidity for the periods noted below consisted of the following:

AS AT MAR. 31, 2023 AND DEC. 31, 2022
US$ MILLIONS 2023 2022
Cash and cash equivalents    ................................................................................. $ 711 $ 784 
Liquid financial assets      .......................................................................................  279  241 
Undrawn credit facilities    ....................................................................................  604  544 
Total Corporate liquidity1

   ............................................................................... $ 1,594 $ 1,569 
1. See “Performance Measures used by Management”.

As of the date of this MD&A, our liquidity is sufficient to meet our present requirements for the foreseeable future. 
In June 2021, 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 
$400 million credit facility in addition to our $500 million revolving credit facility with external banks. 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. As of the date of this MD&A, there were no amounts drawn on the Brookfield facility.

Today, we have significant liquidity within our insurance portfolios, giving us flexibility to invest in a rising rate 
environment and secure attractive investment opportunities. In addition to a portfolio of highly liquid financial 
assets, our operating companies have additional access to the liquidity from sources such as the Federal Home Loan 
Bank (“FHLB”) within our direct insurance business and short-term repurchase agreements within our pension risk 
transfer business to manage market exposure between the timing of transaction agreements being entered into and 
the receipt of assets. As at March 31, 2023, the Company had drawn $17 million of a total $1.1 billion of 
commitments available relating to these programs.

Liquidity within our operating subsidiaries may be restricted from time to time due to regulatory constraints. As at 
March 31, 2023, the company's cash and cash equivalents included $711 million of unrestricted cash resources that 
can be deployed to fund corporate activities as needed. 

AS AT MAR. 31, 2023 AND DEC. 31, 2022
US$ MILLIONS 2023 2022
Cash and cash equivalents    ................................................................................. $ 2,354 $ 2,145 
Liquid financial assets      .......................................................................................  15,696  17,769 
Undrawn credit facilities    ....................................................................................  1,685  1,659 
Total liquidity1

   .................................................................................................. $ 19,735 $ 21,573 
1. See “Performance Measures used by Management”.
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Comparison of the three months ended March 31, 2023 and 2022

The following table presents a summary of our cash flows and ending cash balances for the three months ended 
March 31, 2023 and 2022:

FOR THE THREE MONTHS ENDED MAR. 31
US$  MILLIONS 2023 2022
Operating activities   ........................................................................................... $ 198 $ 77 
Investing activities    ............................................................................................  (74)  (269) 
Financing activities    ...........................................................................................  86  122 
Cash and cash equivalents

Cash and cash equivalents, beginning of the period    ....................................  2,145  393 
Net change during the period   .......................................................................  210  (70) 
Foreign exchange on cash balances held in foreign currencies     ...................  (1)  — 

Cash and cash equivalents, end of the period     .............................................. $ 2,354 $ 323 

Operating Activities

For the three months ended March 31, 2023, we generated $198 million of cash from operating activities compared 
to $77 million during 2022. 

Investing Activities

For the three months ended March 31, 2023, we reinvested liquid short term and fixed maturity investments that 
matured during the period and we deployed $2 billion into new higher-yielding investments within our insurance 
operating subsidiaries' portfolios. These investments were primarily funded by new premiums and the sales and 
maturities of liquid securities. The purchase and sales, net of maturities, resulted in net deployment of $74 million of 
cash from investing activities, compared to $269 million during the same period in 2022.

Financing Activities

For the three months ended March 31, 2023, we generated $86 million of cash from financing activities compared to 
$122 million generated in 2022, inclusive of $338 million in additional borrowings to fund temporary corporate 
investments, the majority of which will be transferred into our insurance entities in the near term, and offset by 
repayments on our warehouse and revolving credit facilities.

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 March 31, 2023, our common equity was $1.8 billion and our adjusted equity was $4.8 billion. Adjusted 
Equity represents the total economic equity of our Company through its Class A, B, and C shares and the Junior 
Preferred Shares issued by our Company, excluding accumulated other comprehensive income.

Included in equity and adjusted equity was approximately $244 million invested in Canadian dollars. All cumulative 
translation adjustments recorded for the three months ended March 31, 2023 and 2022 were related to foreign 
exchange movements on the Canadian dollar relative to the U.S. dollar.

As at March 31, 2023, we had a notional $2.2 billion (December 31, 2022 – $2.6 billion) of foreign exchange 
forward contracts in place to hedge against foreign currency risk. 

For additional information, see Note 3, “Financial Instruments” of the financial statements.
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Future Capital Obligations and Requirements

Subsidiaries of the Company have investment commitment agreements to the maximum of $8.2 billion exclusive of 
taxes and other operating expenses (December 31, 2022 – $5.4 billion). As at March 31, 2023, $3.0 billion was 
funded (December 31, 2022 – $2.6 billion). The amounts are recognized as loans and receivables, unrated bonds and 
private equity investments.

For additional information, see Note 25, “Financial Commitments and Contingencies” of the financial statements.

The following is the maturity by year on corporate borrowings, subsidiary borrowings and junior preferred shares:

Payments due by year

AS AT MAR. 31 2023
US$ MILLIONS Total

Less than 1
 year 1- 3 years 4 - 5 years

More than 5 
years

Corporate borrowings   ....................................  2,049  1,753  —  296  — 
Subsidiary borrowings    ...................................  1,493  —  —  1,000  493 
Preferred shares   ..............................................  2,607  —  —  —  2,607 

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 and American National are 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 capital requirements as at March 31, 2023 and 
December 31, 2022.
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Brookfield 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. A summary of Brookfield’s three months 
ended March 31, 2023 operating results is provided below:

FOR THE THREE MONTHS ENDED MAR. 31
US$ MILLIONS 2023 2022

Revenues    .................................................................................................................. $ 23,297 $ 21,882 
Net income     ..............................................................................................................  424  2,960 

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 as 
a whole. In addition to carefully considering the disclosure made in this MD&A, you should carefully consider the 
disclosure made by Brookfield in its continuous disclosure filings. Copies of the Brookfield’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 

As a financial services business providing capital based solutions to the insurance industry, we are affected by 
numerous factors, including global economic and financial market conditions. Price fluctuations within equity, 
credit, commodity and foreign exchange markets, as well as interest rates, which may be volatile and mixed across 
geographies, can significantly impact the performance of our business. We also monitor factors such as consumer 
spending, business investment, the volatility of capital markets, interest rates, unemployment and the risk of 
inflation or deflation, which affect the business and economic environment and, in turn, impact the demand for the 
type of financial and insurance products offered by our business. We believe the following current trends present 
significant opportunities for us to grow our business.

• Financial market volatility and dislocations across asset classes favor insurers with diverse investment 
portfolios and access to alternative credit. Insurers primarily invest in public market fixed income products 
and are exposed to public market valuations. Insurers with an ability to diversify investment portfolios to 
include alternative and private credit assets provides more favorable investment performance. 

• 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, 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 statements of financial position within our financial statements 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.
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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. 

Interest Rate Risk

Interest rates currently increased in many jurisdictions in which we operate in 2022 but remain at relatively low 
levels by historical standards. The company’s asset liability management practices and interest rate risk management 
allows the company to mitigate the impact of interest rate volatility on the business. However, sudden or unexpected 
changes 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. 

Other Price Risk

Other price risk is the risk of variability in fair value due to movements in equity prices or other market prices such 
as commodity prices and credit spreads.

The Company's exposure to the equity markets is managed by sector and individual security and is intended to track 
the S&P 500 with minor variations. The Company mitigates the equity risk by diversification of the investment 
portfolio.

The Company also has equity risk associated with the equity-indexed life and annuity products the Company issues. 
The Company has entered into derivative transactions, primarily over-the-counter equity call options, to hedge the 
exposure to equity-index changes.

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. 
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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 financial statements.

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. 

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. 

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. Refer to the Notes to the Financial 
Statements.

Performance Measures Used by Management

To measure performance, we focus on net income and total assets, as well as certain non-GAAP measures, including 
Distributable Operating Earnings and Adjusted Equity. In addition, we provide certain metrics such as Total 
Corporate Liquidity and Total Liquidity which we believe are useful to investors to provide additional insights into 
assets within the business available for redeployment. Refer to the “Segment Review” section of this MD&A for 
further discussion on our performance measures as at March 31, 2023, and for the three months ended March 31, 
2023 and 2022.
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Non-GAAP Measures

We regularly monitor certain Non-GAAP 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-GAAP financial measures are provided as 
supplemental information to the financial measures presented in this MD&A that are calculated and presented in 
accordance with GAAP. These Non-GAAP measures are not comparable to GAAP and may not be comparable to 
similarly described Non-GAAP measures reported by other companies, including those within our industry. 
Consequently, our Non-GAAP measures should not be evaluated in isolation, but rather, should be considered 
together with the most directly comparable GAAP measure in our consolidated financial statements for the years 
presented. The Non-GAAP 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 GAAP. 

Distributable Operating Earnings

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, 
deferred income taxes, and breakage and transaction costs, as well as certain investment and insurance reserve gains 
and losses, including gains and losses related to asset and liability matching strategies and change in market risk 
benefits, and is inclusive of returns on equity invested in certain variable interest entities and our share of adjusted 
earnings from our investments in certain associates. Distributable operating earnings is a measure of operating 
performance. We use distributable operating earnings to assess our operating results. 

Distributable operating earnings is a measure of operating performance. We use distributable operating earnings to 
assess our operating results. 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 GAAP as issued by the 
Financial Accounting Standards Board. Distributable Operating Earnings is therefore unlikely to be comparable to 
similar measures presented by other issuers. 

We believe our presentation of Distributable Operating Earnings 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.

Adjusted Equity

Adjusted Equity represents the total economic equity of our Company through its Class A, B, and C shares and the 
Junior Preferred Shares issued by our Company, excluding accumulated other comprehensive income. We use 
Adjusted Equity to assess our return on our equity.
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The followings contain further details regarding our use of our Non-GAAP measures, as well as a reconciliation of 
net income and total equity to these measures:

Reconciliation of Non-GAAP Measures

The following table reconciles our net income to Distributable Operating Earnings:

FOR THE PERIODS ENDED MAR. 31
US$ MILLIONS 2023 2022
Net (loss) income    ............................................................................................................. $ (93) $ 156 
Net investment gains and losses, including funds withheld   ............................................  145  (98) 
Mark-to-market on insurance contracts and other net assets ...........................................  97  (56) 

 149  2 
Deferred income tax expense      ..........................................................................................  (13)  4 
Transaction costs     .............................................................................................................  4  4 
Equity accounted (income) loss   .......................................................................................  —  3 
Depreciation .....................................................................................................................  5  — 
Distributable Operating Earnings   .................................................................................... $ 145 $ 13 

The following table reconciles our equity to Adjusted Equity:

AS AT MAR. 31
US$ MILLIONS 2023 2022
Total equity    ....................................................................................................................... $ 1,828 $ 1,446 
Add:

Accumulated Other Comprehensive Loss (Income) ......................................................  317  130 
Junior preferred shares    ...................................................................................................  2,607  — 

Adjusted equity   ................................................................................................................. $ 4,752 $ 1,576 

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'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 terminology such as “plans”, “targets”, 
“expects” or “does not expect”, “is expected”, “an opportunity exists”, “budget”, “scheduled”, “estimates”, 
“forecasts”, “intends”, “anticipates” or “does not anticipate” or “believes”, or variations of such words and phrases 
or state that certain actions, events or results “may”, “could”, “would”, “might”, “will” or “will be taken”, “occur” or 
“be achieved”.

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:
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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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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS AT 
US$ MILLIONS, EXCEPT SHARE DATA Note

June 30, 
2023

December 
31, 2022

Assets
Available-for-sale fixed maturity securities, at fair value (net of allowance for credit losses of $39  

and $30 respectively; amortized cost of $16,987 and $17,606, respectively)    .................................... 3 $ 15,833 $ 16,316 
Equity securities, at fair value   ................................................................................................................... 4  1,362  1,253 
Mortgage loans on real estate, at amortized cost, (net of allowance for credit loss of $47 and $41, 

respectively)      ........................................................................................................................................ 5  5,958  5,888 
Private loans, at amortized cost, (net of allowance for credit loss of $30 and $28, respectively) ............. 6  1,337  1,144 
Real estate and real estate partnerships, (net of accumulated depreciation of $323 and $304, 

respectively)      ........................................................................................................................................ 7  2,224  1,036 
Investment funds   ........................................................................................................................................ 11  1,956  1,671 
Policy loans    ................................................................................................................................................ 11  381  374 
Short-term investments     .............................................................................................................................. 11  2,905  2,402 
Other invested assets, net     ........................................................................................................................... 11  402  211 
Total investments    .....................................................................................................................................  32,358  30,295 
Cash and cash equivalents     .........................................................................................................................  2,893  2,145 
Accrued investment income  .......................................................................................................................  285  341 
Deferred policy acquisition costs    ............................................................................................................... 14  1,986  1,585 
Reinsurance funds withheld     ....................................................................................................................... 12  6,540  5,812 
Premiums due and other receivables      .........................................................................................................  541  436 
Deferred tax asset  .......................................................................................................................................  489  490 
Reinsurance recoverables, net  ....................................................................................................................  627  589 
Property and equipment    .............................................................................................................................  160  194 
Other assets    ................................................................................................................................................ 19  849  405 
Goodwill     ................................................................................................................................................... 15  121  121 
Separate account assets    ............................................................................................................................. 13  1,145  1,045 

Total assets    ....................................................................................................................................................  47,994  43,458 
Liabilities

Future policy benefits     ................................................................................................................................ 17  8,863  8,011 
Policyholders' account balances   ................................................................................................................ 18  23,018  20,141 
Policy and contract claims    ......................................................................................................................... 20  1,868  1,786 
Deposit liabilities   ....................................................................................................................................... 12  1,632  1,657 
Market risk benefit    ..................................................................................................................................... 19  131  124 
Unearned premium reserve    ........................................................................................................................  1,150  1,086 
Due to related parties    ................................................................................................................................. 26  525  241 
Other policyholder funds    ...........................................................................................................................  316  322 
Notes payable   .............................................................................................................................................  158  151 
Corporate borrowings    ................................................................................................................................ 21  1,740  2,160 
Subsidiary borrowings   ............................................................................................................................... 21  1,494  1,492 
Liabilities issued to reinsurance entities     ....................................................................................................  217  151 
Other liabilities     ..........................................................................................................................................  1,191  826 
Separate account liabilities  ........................................................................................................................ 13  1,145  1,045 

Total liabilities   ..............................................................................................................................................  43,448  39,193 
Mezzanine equity    ..........................................................................................................................................

Redeemable Junior Preferred Shares, par value $25 per share, redemption amount of $2,635 
(100,460,280 shares outstanding)   ....................................................................................................... 23  2,635  2,580 

Equity
Class A exchangeable, Class B, and Class C (10,450,952 class A exchangeable shares, 24,000 class B 

shares; par value $33.56 per share and 41,314,891 class C shares issued and outstanding; par 
value $1 per share)     .............................................................................................................................. 23  1,926  1,890 

Retained earnings     ......................................................................................................................................  477  310 
Accumulated other comprehensive income (loss), net of taxes    ................................................................ 24  (501)  (523) 
Non-controlling interests     ...........................................................................................................................  9  8 

Total equity     ...................................................................................................................................................  1,911  1,685 
Total liabilities, mezzanine equity, and equity     .......................................................................................... $ 47,994 $ 43,458 

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

US$ MILLIONS, EXCEPT PER SHARE AMOUNTS

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

Note 2023 2022 2023 2022

Net premiums ................................................................. $ 1,099 $ 1,201 $ 1,899 $ 1,310 
Other policy revenue  ......................................................  103  31  200  31 
Net investment income      .................................................. 10  440  195  840  251 
Investment related gains (losses), net  ............................. 10  292  (135)  186  (107) 
Net investment results from funds withheld    ..................  106  (12)  118  73 
Total revenues    ...............................................................  2,040  1,280  3,243  1,558 

Policyholder benefits and claims incurred 17  (1,133)  (1,148)  (1,875)  (1,253) 
Interest sensitive contract benefits      ................................. 18  (316)  (18)  (557)  (36) 
Commissions for acquiring and servicing policies    ........ 14  (213)  (62)  (393)  (62) 
Net change in deferred policy acquisition costs ............. 14  250  18  362  38 
Change in fair value of market risk benefit .................... 19  14  55  8  67 
Other reinsurance expenses    ............................................  (23)  (10)  (37)  (14) 
Operating expenses     ........................................................  (186)  (75)  (362)  (92) 
Interest expense    ..............................................................  (60)  (18)  (120)  (23) 
Total benefits and expenses  .........................................  (1,667)  (1,258)  (2,974)  (1,375) 
Net income before income taxes    ..................................  373  22  269  183 
Income tax recovery (expense)     ...................................... 22  (13)  3  (2)  (2) 
Net income  for the period  ........................................... $ 360 $ 25 $ 267 $ 181 

Attributable to:    ...............................................................
Class A exchangeable and Class B shareholders    ...... $ 1 $ 1 $ 2 $ 3 
Class C shareholders    .................................................  362  26  263  180 
Non-controlling interests     ..........................................  (3)  (2)  2  (2) 

$ 360 $ 25 $ 267 $ 181 
Net income per class C share  .......................................
Basic    ............................................................................... 25 $ 8.07 $ 0.53 $ 5.04 $ 6.55 

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Three Months Ended June 30, Six Months Ended June 30,
US$ MILLIONS Note 2023 2022 2023 2022

Net income    ........................................................................... $ 360 $ 25 $ 267 $ 181 
Other comprehensive income (loss) that will be 
reclassified to net income, net of tax
Equity accounted other comprehensive income (loss)    .....  —  (263)  —  (280) 
Net unrealized gain (loss) on available for sale 
securities    .........................................................................  (279)  (399)  128  (668) 

Foreign currency translation  .............................................  1  (4)  (1)  (1) 
Change in discount rate for future policyholder benefit 
liability   ...........................................................................  80  206  (98)  412 

Change in instrument specific credit risk for market risk 
benefit   .............................................................................  (22)  19  (10)  13 

Defined benefit pension plan adjustment     .........................  2  —  3  — 
Total other comprehensive income (loss)    ......................... 24  (218)  (441)  22  (524) 
Comprehensive income (loss)     ........................................... $ 142 $ (416) $ 289 $ (343) 

Attributable to:    .....................................................................
Class A exchangeable and Class B shareholders    ............ $ 1 $ 1 $ 2 $ 3 
Class C shareholders    .......................................................  144  (414)  285  (343) 
Non-controlling interests     ................................................  (3)  (3)  2  (3) 

$ 142 $ (416) $ 289 $ (343) 

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Class A exchangeable and Class B 
shareholders Class C shareholders

FOR THE PERIODS ENDED
US$ MILLIONS

Share 
Capital

Retained 
Earnings Total

Share 
Capital

Retained 
Earnings

Accumulated 
other 

Comprehensive 
Income (Loss) Total

Non-
controlling 

interests
Total 

Equity
Balance as at January 1, 2023    ......................................................... $ 423 $ 9 $ 432 $ 1,467 $ 301 $ (523) $ 1,245 $ 8 $ 1,685 
Changes in the period:
Net income     ......................................................................................  —  1  1  —  (99)  —  (99)  5  (93) 
Other comprehensive loss     ................................................................  —  —  —  —  —  240  240  —  240 

Comprehensive income (loss)  ............................................................  —  1  1  —  (99)  240  141  5  147 
Other items:
Equity issuances ...............................................................................  38  —  38  —  —  —  —  —  38 
Distributions and redeemable preferred share dividends  .................  (1)  —  (1)  —  (67)  —  (67)  (4)  (72) 
Other   .................................................................................................  (10)  —  (10)  10  —  —  10  —  — 

Total change in the period   ..................................................................  27  1  28  10  (166)  240  84  1  113 
Balance as at March 31, 2023  .......................................................... $ 450 $ 10 $ 460 $ 1,477 $ 135 $ (283) $ 1,329 $ 9 $ 1,798 
Changes in the period:
Net income    .......................................................................................  —  1  1  —  362  —  362  (3)  360 
Other comprehensive loss     ................................................................  —  —  —  —  —  (218)  (218)  —  (218) 

Comprehensive income (loss)  ............................................................  —  1  1  —  362  (218)  144  (3)  142 
Other items:
Equity issuances ...............................................................................  —  —  —  —  —  —  —  1  1 
Distributions and redeemable preferred share dividends  .................  (1)  —  (1)  —  (28)  —  (28)  2  (27) 
Derecognition of equity accounted investments      ..............................  —  —  —  —  —  —  —  —  — 
Other   .................................................................................................  —  —  —  —  (3)  —  (3)  —  (3) 

Total change in the period   ..................................................................  (1)  1  —  —  331  (218)  113  —  113 
Balance as at June 30, 2023    ............................................................. $ 449 $ 11 $ 460 $ 1,477 $ 466 $ (501) $ 1,442 $ 9 $ 1,911 

1. The Company distributed $0.07 in the form of a return of capital per each Class A exchangeable and Class B share in the first and second quarters of 2023.

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Class A exchangeable and Class B 
shareholders Class C shareholders

FOR THE PERIODS ENDED
US$ MILLIONS

Share 
Capital

Retained 
Earnings Total

Share 
Capital

Retained 
Earnings

Accumulated other 
Comprehensive 
Income (Loss) Total

Non-
controlling 

interests
Total 

Equity
Balance as at January 1, 2022  ............................................ $ 536 $ 3 $ 539 $ 963 $ (124) $ (33) $ 806 $ — $ 1,345 
Changes in the period:

Net income     .........................................................................  —  2  2  —  154  154  —  156 
Other comprehensive loss     ..................................................  —  —  —  —  —  (83)  (83)  —  (83) 

Comprehensive income (loss)      ..............................................  —  2  2  —  154  (83)  71  —  73 
Other items:

Equity issuances    .................................................................  —  —  —  —  —  —  —  —  — 
Distributions   .......................................................................  (2)  —  (2)  —  26  (5)  21  —  19 

Total change in the period     ....................................................  (2)  2  —  —  180  (88)  92  —  92 
Balance as at March 31, 2022     ............................................ $ 534 $ 5 $ 539 $ 963 $ 56 $ (121) $ 898 $ — $ 1,437 
Changes in the period:

Net income     .........................................................................  —  1  1  —  26  —  26  (2)  25 
Other comprehensive loss     ..................................................  —  —  —  —  —  (440)  (440)  (1)  (441) 

Comprehensive income (loss)      ..............................................  —  1  1  —  26  (440)  (414)  (3)  (416) 
Other items:

Equity issuances    .................................................................  —  —  —  450  —  —  450  11  461 

Distributions and redeemable preferred share dividends1
    .  (1)  —  (1)  —  (11)  —  (11)  —  (12) 

Total change in the period     ....................................................  (1)  1  —  450  15  (440)  25  8  33 
Balance as at June 30, 2022  ................................................ $ 533 $ 6 $ 539 $ 1,413 $ 71 $ (561) $ 923 $ 8 $ 1,470 

1.      The Company distributed $0.14 in the form of a return of capital per each Class A exchangeable and Class B share in the first and second quarters of 2022.

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE SIX MONTHS ENDED JUN. 30
US$  MILLIONS 2023 2022
Operating activities

Net income     .......................................................................................................... $ 267 $ 181 
Adjustments to reconcile net income to net cash from operating activities:

Premiums received in kind    ............................................................................  —  (910) 
Accretion on investments     ..............................................................................  (57)  — 
Depreciation and amortization  .......................................................................  17  3 
Unrealized losses (gains) on investments and derivatives .............................  (263)  705 
Net losses (gains) on investments and derivatives      ........................................  14  (69) 
Investment credit losses (reversals)   ...............................................................  25  (1) 
Income from real estate partnerships, investment funds and corporations   ....  (95)  (86) 
Distributions from real estate partnerships, investment funds and 
corporations    .................................................................................................  35  41 

Interest credited to policyholder account balances   ........................................  275  5 
Deferred income taxes     ...................................................................................  (2)  11 

Changes in operating assets and liabilities:
Policyholder liabilities     ...................................................................................  1,755  708 
Deposit liabilities    ...........................................................................................  (128)  (3) 
Reinsurance funds withheld   ...........................................................................  (769)  (213) 
Deferred policy acquisition costs    ..................................................................  (352)  (96) 
Reinsurance recoverables   ..............................................................................  (35)  58 
Accrued investment income      ..........................................................................  52  (124) 
Working capital and other     .............................................................................  23  179 

Cash flows from operating activities   ..................................................................  762  389 
Investing activities

Acquisition of subsidiary, net of cash acquired   ..................................................  —  (4,086) 
Purchase of investments

Fixed maturity, available for sale  ..................................................................  (3,616)  (2,406) 
Equity securities    ............................................................................................  (241)  (384) 
Mortgage loans on real estate   ........................................................................  (265)  (171) 
Private loans     ..................................................................................................  (25)  (121) 
Real estate and real estate partnerships      .........................................................  (1,054)  — 
Investment funds  ............................................................................................  (971)  (306) 
Short-term investments     ..................................................................................  (6,952)  (2,465) 
Other invested assets     .....................................................................................  (264)  — 

Proceeds from sales and maturities of investments
Fixed maturity, available for sale  ..................................................................  3,530  3,759 
Equity securities    ............................................................................................  43  34 
Mortgage loans on real estate   ........................................................................  220  154 
Private loans     ..................................................................................................  409  — 
Real estate and real estate partnerships      .........................................................  3 
Investment funds  ............................................................................................  80  — 
Short-term investments     ..................................................................................  6,966  1,953 
Other invested assets     .....................................................................................  524  — 

Purchases of derivatives  ......................................................................................  —  (27) 
Proceeds (settlements) from sales and maturities of derivatives     ........................  (32)  128 
Purchase of intangibles and property and equipment    .........................................  —  (7) 
Proceeds from sales of intangibles and property and equipment   ........................  —  2 
Change in collateral held for derivatives    ............................................................  88  (11) 
Other, net  .............................................................................................................  (3)  — 

Cash flows from investing activities     ...................................................................  (1,560)  (3,954) 
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Financing activities
Issuance of common equity     ................................................................................  —  450 
Issuance of preferred equity     ................................................................................  —  2,459 
Return of capital to common stockholders    .........................................................  —  (3) 
Proceeds from non-controlling interest  ...............................................................  1  — 
Borrowings from related parties     .........................................................................  268  255 
Repayment of borrowings to related parties   .......................................................  —  (580) 
Borrowings from external parties     .......................................................................  1,033  3,657 
Repayment of borrowings to external parties   .....................................................  (1,453)  (1,055) 
Borrowings issued to reinsurance entities   ...........................................................  —  49 
Policyholders’ account deposits ..........................................................................  2,948  141 
Policyholders’ account withdrawals   ...................................................................  (1,309)  (112) 
Debt issuance costs     .............................................................................................  —  (4) 
Proceeds from repurchase agreement       .................................................................  112  197 
Repayments of repurchase agreement     ................................................................  (55)  (197) 

Cash flows from financing activities  ..................................................................  1,545  5,257 
Cash and cash equivalents

Cash and cash equivalents at beginning of period      ..............................................  2,145  393 
Net change during the period    ..............................................................................  747  1,692 
Foreign exchange on cash balances held in foreign currencies   ..........................  1  (1) 

Cash and cash equivalents, end of period .......................................................... $ 2,893 $ 2,084 

Supplementary cash flow disclosures
Cash taxes (recovery) paid    .................................................................................. $ (11) $ 40 
Cash interest paid     ................................................................................................  62  3 
Dividends and interest income received   .............................................................  493  77 
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NOTE 1. NATURE OF OPERATIONS

Brookfield Reinsurance Ltd. (“Brookfield Reinsurance” or the “Company”) is a Bermuda corporation incorporated 
on December 10, 2020 and governed by the laws of Bermuda. 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 
“BNRE”. 

The Company operates a leading capital solutions business providing insurance and reinsurance services to 
individuals and institutions. Through its operating subsidiaries, Brookfield Reinsurance offers a broad range of 
insurance products and services, including life insurance and annuities, and personal and commercial property and 
casualty insurance. The business is presently conducted through our subsidiaries under three operating segments: 
Direct Insurance, Reinsurance, and Pension Risk Transfer ("PRT"). 

 NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The unaudited interim condensed consolidated financial statements ("financial statements") and notes thereto, 
including all prior periods presented, have been prepared under accounting principles generally accepted in the 
United States of America (“GAAP”). 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 interim condensed 
consolidated financial statements should be read in conjunction with the December 31, 2022 audited consolidated 
financial statements of the Company and accompanying notes included with the Form 6-K filed with the SEC on 
June 28, 2023. The results of operations for the three and six months ended June 30, 2023 are not necessarily 
indicative of the results for any subsequent periods or the entire fiscal year ending December 31, 2023. The interim 
condensed consolidated financial statements are unaudited and reflect all adjustments (consisting of normal 
recurring adjustments) which are, in the opinion of management, necessary for a fair statement of results for the 
interim periods presented in accordance with GAAP. 

Adoption of new accounting standards 

For long duration insurance contracts, ASU 2018-12, Targeted Improvements to the Accounting for Long-Duration 
Contracts (LDTI), issued in August 2018, changes the measurement and disclosures of insurance liabilities and 
deferred acquisition cost for long-duration contracts issued by insurers. The amendments are effective for fiscal 
years beginning after December 15, 2022, including interim periods within those fiscal years. The Company adopted 
LDTI effective January 1, 2023 with a transition date of January 1, 2021. The adoption of LDTI resulted in a 
decrease of $1 million and $135 million in retained earnings and accumulated other comprehensive income, 
respectively. Refer to the Company's financial statements for the year ended December 31, 2022 for adoption 
impact. 

On April 1, 2023, the Company adopted ASU 2020-04 Topic 848. The amendments in this guidance provide 
optional expedients and exceptions for applying GAAP to contracts, hedging relationships, and other transactions 
affected by reference rate reform if certain criteria are met. The guidance only applies to contracts, hedging 
relationships, and other transactions that reference London Inter-Bank Offered Rate (“LIBOR”) or another reference 
rate expected to be discontinued because of reference rate reform. The inventory of LIBOR exposures is primarily 
limited to floating rate bonds, alternative investments, and borrowings within joint venture investments. Certain 
contracts included in these categories matured prior to December 31, 2021, the start of LIBOR rates cessations. The 
transition from LIBOR did not have a material impact to the Company's financial statements or notes to the financial 
statements.
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NOTE 3.  INVESTMENTS IN AVAILABLE-FOR-SALE FIXED MATURITY SECURITIES

The amortized cost and fair value of available-for-sale fixed maturity securities are shown below:

AS AT JUN. 30, 2023
US$ MILLIONS

Amortized 
Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses

Allowance 
for Credit 

Losses Fair Value
U.S. treasury and government      ..................... $ 174 $ — $ (37) $ — $ 137 
U.S. states and political subdivisions       ..........  835  —  (24)  —  811 
Foreign governments ...................................  542  2  (19)  —  525 
Corporate debt securities    .............................  13,659  21  (1,017)  (23)  12,640 
Residential mortgage-backed securities    ......  127  —  (4)  —  123 
Commercial mortgage-backed securities   .....  465  3  (24)  —  444 
Collateralized debt securities     .......................  1,185  13  (29)  (16)  1,153 
Total investments in fixed maturity 
securities     ................................................... $ 16,987 $ 39 $ (1,154) $ (39) $ 15,833 

AS AT DEC. 31, 2022
US$ MILLIONS

Amortized 
Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses

Allowance 
for Credit 

Losses Fair Value
U.S. treasury and government      ..................... $ 148 $ — $ (38) $ — $ 110 
U.S. states and political subdivisions       ..........  880  —  (25)  —  855 
Foreign governments ...................................  353  1  (36)  —  318 
Corporate debt securities    .............................  14,379  35  (1,135)  (24)  13,255 
Residential mortgage-backed securities    ......  133  —  (6)  —  127 
Commercial mortgage-backed securities   .....  422  5  (19)  —  408 
Collateralized debt securities     .......................  1,291  9  (51)  (6)  1,243 
Total investments in fixed maturity 
securities     ................................................... $ 17,606 $ 50 $ (1,310) $ (30) $ 16,316 

The amortized cost and fair value, by contractual maturity, of available-for-sale fixed maturity securities are shown 
below:

June 30, 2023 December 31, 2022

AS AT
US$ MILLIONS

Amortized 
Cost Fair Value

Amortized 
Cost Fair Value

Due in one year or less    ....................................... $ 660 $ 653 $ 494 $ 489 
Due after one year through five years     ................  5,179  4,990  5,244  5,072 
Due after five years through ten years   ...............  5,112  4,736  5,907  5,436 
Due after ten years   .............................................  6,036  5,454  5,961  5,319 
Total    .................................................................. $ 16,987 $ 15,833 $ 17,606 $ 16,316 

Actual maturities may differ from contractual maturities because borrowers may have the right to call or prepay 
obligations with or without call or prepayment penalties. Residential and commercial mortgage-backed securities, 
which are not due at a single maturity, have been presented based on the year of final contractual maturity.
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Proceeds from sales of available-for-sale fixed maturity securities, with the related gross realized gains and losses, 
are shown below:

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS

Three Months Ended Six Months Ended
2023 2022 2023 2022

Proceeds from sales of available-for-sale fixed maturity 
securities  ............................................................................. $ 1,513 $ 3,477 $ 3,530 $ 3,759 

Gross realized gains      .............................................................  2  10  26  99 
Gross realized losses      ............................................................  (30)  (63)  (89)  (154) 

Gains and losses are determined using first-in-first-out of the securities sold.  In addition, the Company has pledged 
bonds in connection with certain agreements and transactions, such as financing and reinsurance agreements. The 
carrying value of bonds pledged was $126 million and $117 million at June 30, 2023 and December 31, 2022, 
respectively.
In accordance with various regulations, the Company has securities on deposit with regulating authorities with a 
carrying value of $30 million and $51 million at June 30, 2023 and December 31, 2022, respectively.
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The gross unrealized losses and fair value of available-for-sale fixed maturity securities, aggregated by investment category and length of time individual 
securities have been in a continuous unrealized loss position due to market factors are shown below:

Less than 12 months 12 months or more Total

AS AT JUN. 30, 2023
US$ MILLIONS, EXCEPT NUMBER OF ISSUES

Number 
of issues

Gross 
Unrealized 

Losses
Fair 

Value
Number 
of issues

Gross 
Unrealized 

Losses
Fair 

Value
Number 
of issues

Gross 
Unrealized 

Losses
Fair 

Value
U.S. treasury and government      ........................  17 $ (1) $ 42  30 $ (36) $ 93  47 $ (37) $ 135 
U.S. states and political subdivisions       .............  489  (16)  684  40  (8)  97  529  (24)  781 
Foreign governments ......................................  47  (5)  419  24  (14)  50  71  (19)  469 
Corporate debt securities    ................................  1,416  (499)  6,112  1,076  (517)  5,610  2,492  (1,016)  11,722 
Residential mortgage-backed securities    .........  24  (3)  90  25  (1)  30  49  (4)  120 
Commercial mortgage-backed securities   ........  25  (6)  195  50  (19)  203  75  (25)  398 
Collateralized debt securities     ..........................  78  (21)  560  46  (8)  241  124  (29)  801 
Total      ...............................................................  2,096 $ (551) $ 8,102  1,291 $ (603) $ 6,324  3,387 $ (1,154) $ 14,426 

Less than 12 months 12 months or more Total

AS AT DEC. 31, 2022
US$ MILLIONS, EXCEPT NUMBER OF ISSUES

Number 
of issues

Gross 
Unrealized 

Losses
Fair 

Value
Number 
of issues

Gross 
Unrealized 

Losses
Fair 

Value
Number 
of issues

Gross 
Unrealized 

Losses
Fair 

Value
U.S. treasury and government      ........................  41 $ (36) $ 104  5 $ (2) $ 4  46 $ (38) $ 108 
U.S. states and political subdivisions       .............  579  (25)  824  —  —  —  579  (25)  824 
Foreign governments ......................................  13  (23)  258  11  (13)  25  24  (36)  283 
Corporate debt securities    ................................  1,533  (943)  10,644  251  (192)  912  1,784  (1,135)  11,556 
Residential mortgage-backed securities    .........  46  (6)  93  —  —  —  46  (6)  93 
Commercial mortgage-backed securities   ........  62  (14)  231  12  (5)  29  74  (19)  260 
Collateralized debt securities     ..........................  82  (50)  762  12  (1)  17  94  (51)  779 
Total      ...............................................................  2,356 $ (1,097) $ 12,916  291 $ (213) $ 987  2,647 $ (1,310) $ 13,903 
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Allowance for Credit Losses

Several assumptions and underlying estimates are made in the evaluation of allowance for credit loss. Examples 
include financial condition, near term and long-term prospects of the issue or issuer, including relevant industry 
conditions and trends and implications of rating agency actions and offering prices. Based on this evaluation, 
unrealized losses on bonds available-for-sale where an allowance for credit loss was not recorded were concentrated 
in the Company's available-for-sale fixed maturity securities within the transportation sector.

The rollforward of the allowance for credit losses for available-for-sale fixed maturity securities is shown below 
for the three and six months ended June 30, 2023.

FOR THE THREE MONTHS ENDED JUN. 30, 2023
US$ MILLIONS

Corporate 
Debt 

Securities

Collateralized 
Debt 

Securities Total

Beginning balance   ............................................................................... $ (13) $ (10) $ (23) 
Credit losses recognized on securities for which credit losses were 
not previously recorded      .....................................................................  (17)  (13)  (30) 

Reductions for securities sold during the period     .................................  1  —  1 
Changes in previously recorded allowance  .........................................  6  7  13 
Balance at June 30, 2023    ................................................................... $ (23) $ (16) $ (39) 

FOR THE SIX MONTHS ENDED JUN. 30, 2023
US$ MILLIONS

Corporate 
Debt 

Securities

Collateralized 
Debt 

Securities Total

Beginning balance      ............................................................................... $ (24) $ (6) $ (30) 

Credit losses recognized on securities for which credit losses were 
not previously recorded ......................................................................  (18)  (18)  (36) 

Reductions for securities sold during the period     .................................  14  2  16 
Changes in previously recorded allowance      .........................................  5  6  11 
Balance at June 30, 2023   ................................................................... $ (23) $ (16) $ (39) 

No accrued interest receivables were written off as of June 30, 2023.

FOR THE SIX MONTHS ENDED JUN. 30, 2022
US$ MILLIONS

Corporate 
Debt 

Securities

Residential 
Mortgage 

Backed 
Securities

Collateralized 
Debt 

Securities Total
Beginning balance     ................................................................ $ — $ — $ — $ — 
Acquisition from business combination      ...............................  (11)  (1)  (1)  (13) 
Reductions for securities sold during the period  ..................  11  1  1  13 
Balance at June 30, 2022   .................................................... $ — $ — $ — $ — 
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There were no accumulated credit losses and no credit losses incurred during the three months ended March 31, 
2022.

NOTE 4.  EQUITY SECURITIES

The components of the change in net gains (losses) on equity securities recognized in net investment related gains 
(losses) on the statements of operations are shown below:

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS

Three Months Ended Six Months Ended
2023 2022 2023 2022

Net gains (losses) on equity securities    ............... $ 245 $ 25 $ 156 $ (25) 

Equity securities by market sector distribution are shown below, based on fair value:

US$ MILLIONS June 30, 2023
December 31, 

2022
Consumer goods       .......................................................................................................  7 %  5 %
Energy and utilities    ...................................................................................................  14 %  3 %
Finance    .....................................................................................................................  61 %  66 %
Healthcare   .................................................................................................................  1 %  5 %
Industrials    .................................................................................................................  1 %  2 %
Information technology   ............................................................................................  13 %  14 %
Other    .........................................................................................................................  3 %  5 %

Total   ....................................................................................................................  100 %  100 %

NOTE 5.  MORTGAGE LOANS ON REAL ESTATE

Generally, commercial mortgage loans are secured by first liens on income-producing real estate. Non-accrual 
balances are those more than 90 days past due. The age analysis of loans by property type is shown below: 

AS AT JUN. 30, 2023
US$ MILLIONS Current Non-accrual Total Percentage
Apartment   ............................................................... $ 1,020 $ — $ 1,020  17 %
Hotel     .......................................................................  1,028  —  1,028  17 %
Industrial      .................................................................  1,090  —  1,090  18 %
Office      ......................................................................  1,049  27  1,076  18 %
Parking  ....................................................................  417  —  417  7 %
Retail   .......................................................................  836  25  861  15 %
Storage     ....................................................................  128  —  128  2 %
Other    .......................................................................  385  —  385  6 %

Total    .................................................................. $ 5,953 $ 52 $ 6,005  100 %
Allowance for credit losses      ........................................................................................  (47) 

Total, net of allowance  ......................................................................................... $ 5,958 
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AS AT DEC. 31, 2022
US$ MILLIONS Current Non-accrual Total Percentage
Apartment    ............................................................... $ 907 $ — $ 907  15 %
Hotel  .......................................................................  1,114  —  1,114  19 %
Industrial  .................................................................  1,050  —  1,050  18 %
Office  ......................................................................  1,160  27  1,187  20 %
Parking    ...................................................................  420  —  420  7 %
Retail    ......................................................................  874  —  874  15 %
Storage     ....................................................................  120  —  120  2 %
Other   .......................................................................  257  —  257  4 %

Total      .................................................................. $ 5,902 $ 27 $ 5,929  100 %

Allowance for credit losses   ............................................................................................  (41) 

Total, net of allowance      ............................................................................................ $ 5,888 

Allowance for Credit Losses

The rollforward of the allowance for credit losses for mortgage loans is shown below:

FOR THE SIX MONTHS ENDED JUN. 30
US$ MILLIONS 2023 2022
Balance at January 1   ................................................................................................. $ (41) $ (1) 

Provision    ..............................................................................................................  (11)  (2) 
Balance at March 31   ...............................................................................................  (52)  (3) 

Recovery (provision)    ...........................................................................................  5  (35) 
Balance at June 30    .................................................................................................. $ (47) $ (38) 

The asset and allowance balances for credit losses for mortgage loans by property-type are shown below:

AS AT June 30, 2023 December 31, 2022
US$ MILLIONS Asset Balance Allowance Asset Balance Allowance
Apartment       .......................................................... $ 1,020 $ (8) $ 907 $ (1) 
Hotel    ..................................................................  1,028  (8)  1,114  (6) 
Industrial   ............................................................  1,090  (9)  1,050  (4) 
Office   .................................................................  1,076  (8)  1,187  (17) 
Parking  ...............................................................  417  (3)  420  (6) 
Retail ..................................................................  861  (7)  874  (4) 
Storage   ...............................................................  128  (1)  120  (2) 
Other     ..................................................................  385  (3)  257  (1) 

Total     ............................................................. $ 6,005 $ (47) $ 5,929 $ (41) 

15



Credit Quality Indicators

Mortgage loans are segregated by property-type and quantitative and qualitative allowance factors are applied. 
Qualitative factors are developed quarterly based on the pooling of assets with similar risk characteristics and 
historical loss experience adjusted for the expected trend in the current market environment. Credit losses are pooled 
by property type as it represents the most similar and reliable risk characteristics in our portfolio. The amortized cost 
of mortgage loans by year of origination by property-type are shown below:

US$ MILLIONS

Amortized Cost Basis by Origination Year
2023 2022 2021 2020 2019 Prior Total

Apartment $ 1 $ 472 $ 223  83 $ 140 $ 101 $ 1,020 
Hotel     ............................  35  225  99  39  130  500  1,028 
Industrial    ......................  —  310  183  217  130  250  1,090 
Office   ...........................  1  119  29  24  46  857  1,076 
Parking    .........................  —  55  29  27  13  293  417 
Retail     ...........................  —  264  118  65  35  379  861 
Storage  .........................  8  8  22  36  38  16  128 
Other    ............................  105  139  45  —  28  68  385 

Total   ....................... $ 150 $ 1,592 $ 748 $ 491 $ 560 $ 2,464 $ 6,005 

Allowance for credit losses      .......................................................................................................................  (47) 

Total, net of allowance    ........................................................................................................................ $ 5,958 

Generally, mortgage loans are secured by first liens on income-producing real estate with a loan-to-value ratio of up 
to 75%. It is the Company's policy to not accrue interest on loans that are 90 days delinquent and where amounts are 
determined to be uncollectible. At June 30, 2023, two commercial loans were past due over 90 days or in non-
accrual status (December 31, 2022 - one commercial loan). 
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NOTE 6. PRIVATE LOANS

The following table summarizes the credit ratings for private loans:

AS AT
US$ MILLIONS June 30, 2023

December 31, 
2022

A or higher $ 53 $ 4 
BBB  34  17 
BB and below  455  395 
Unrated  795  728 

Total $ 1,337 $ 1,144 

Allowance for Credit Losses

The rollforward of the allowance for credit losses for private loans is shown below:

FOR THE PERIOD ENDED JUN. 30
US$ MILLIONS 2023 2022
Balance at January 1   ................................................................................................. $ (28) $ (12) 

Recoveries      ...........................................................................................................  1  3 
Balance at March 31   ............................................................................................... $ (27) $ (9) 

Provision    ..............................................................................................................  (3)  (4) 
Balance at June 30    .................................................................................................. $ (30) $ (13) 

NOTE 7. REAL ESTATE AND REAL ESTATE PARTNERSHIPS

The carrying amount of investment real estate, net of accumulated depreciation, and real estate partnerships by 
property-type are as follows:

AS AT
US$ MILLIONS, EXCEPT FOR PERCENTAGES

June 30, 2023 December 31, 2022
Amount Percentage Amount Percentage

Hotel  ................................................................... $ 85  4 % $ 77  7 %
Industrial   ............................................................  161  7 %  168  16 %
Land     ...................................................................  48  2 %  48  5 %
Office     .................................................................  1,296  58 %  243  23 %
Retail     ..................................................................  211  9 %  212  20 %
Apartments      .........................................................  420  19 %  254  25 %
Other     ..................................................................  3  1 %  34  4 %

Total     ............................................................. $ 2,224  100 % $ 1,036  100 %
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The Company regularly invests in real estate partnerships and frequently participates in the design with the sponsor, 
but in most cases, its involvement is limited to financing. Some of these partnerships have been determined to be 
variable interest entities (“VIEs”). In certain instances, in addition to an economic interest in the entity, the 
Company holds the power to direct the most significant activities of the entity and is deemed the primary 
beneficiary. The assets of the consolidated VIEs are restricted and must first be used to settle their liabilities. 
Creditors or beneficial interest holders of these VIEs have no recourse to the general credit of the Company, as the 
Company’s obligation is limited to the amount of its committed investment. The Company has not provided 
financial or other support to the VIEs in the form of liquidity arrangements, guarantees, or other commitments to 
third-parties that may affect the fair value or risk of its variable interest in the VIEs as at June 30, 2023 or 
December 31, 2022.

NOTE 8. EQUITY METHOD INVESTMENTS

The Company’s total investment in investment funds, real estate partnerships, and other partnerships of which 
substantially all are limited liability companies (“LLCs”) or limited partnerships as at June 30, 2023 and December 
31, 2022, was $3.3 billion and $2.8 billion, respectively.

The Company generally recognizes its share of earnings in its equity method investments within net investment 
income using a three-month lag in instances where the investee’s financial information is not sufficiently timely or 
when the investee’s reporting period differs from the Company’s reporting period. Aggregate net investment income 
from these equity method investments exceeded 10% of the Company’s consolidated pre-tax income (loss) for the  
most recent annual period and 20% for the interim period.

Aggregate total assets of these entities totaled $4.1 billion and $2.4 billion as at June 30, 2023 and December 31, 
2022, respectively. Aggregate net income (loss) of these entities totaled $94 million and $46 million for the six 
months ended June 30, 2023 and six months ended June 30, 2022, respectively. Aggregate net income (loss) from 
the underlying entities in which the Company invests is primarily comprised of investment income, including 
recurring investment income (loss) and realized and unrealized investment gains (losses). 

NOTE 9. DERIVATIVE 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, options, cross 
currency swaps, interest rate swaps and warrants. The Company purchases equity-indexed options as economic 
hedges against fluctuations in the equity markets to which equity-indexed products are exposed. These options are 
not designated as hedging instruments. Equity-indexed contracts include a fixed host universal-life insurance or 
annuity contract and an equity-indexed embedded derivative. Derivative financial instruments are financial contracts 
whose value is derived from underlying interest rates, exchange rates or other financial instruments. The Company 
does not invest in derivatives for speculative purposes. 

Foreign exchange forwards, options, cross 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.

Derivatives, except for embedded derivatives, are included in Other Invested Assets or Other Liabilities, at fair 
value. Embedded derivative assets and liabilities on Modco arrangements and embedded derivative liabilities on 
indexed annuity and variable annuity products are included on the statements of financial position within the 
Reinsurance Funds Withheld, and Policyholders’ Account Balances lines respectively, at fair value.  
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The detail of derivative instruments is shown below:

Location in the 
Consolidated Statements 

of Financial Position

June 30, 2023 December 31, 2022

US$ MILLIONS

Primary 
underlying risk

Notional 
Amount

Carrying Value / Fair 
Value

Notional 
Amount

Carrying Value / Fair 
Value

Derivatives not designated 
as hedging instruments Assets Liabilities Assets Liabilities
Equity-indexed options      .......... Equity Other invested assets $ 8,178 $ 104 $ — $ 7,452 $ 157 $ — 
Foreign exchange forwards   .... Foreign Currency Other invested assets  2,567  39  —  2,809  7  (12) 
Bond futures   ........................... Interest Rate Other invested assets  1,786  —  (4)  1,504  —  (25) 
Cross currency swaps     ............. Foreign Currency Other invested assets  17  1  —  17  1  — 
Interest rate swaps   .................. Interest Rate Other invested assets  13  1  —  15  1  — 
Embedded derivatives in:

Modco arrangement   ........... Interest rate Reinsurance funds 
withheld  —  126  —  —  151  — 

Indexed annuity and 
variable annuity product    ....

Interest rate Policyholder account 
balances  —  —  (1,044)  —  —  (907) 

$ 12,561 $ 271 $ (1,048) $ 11,797 $ 317 $ (944) 

Gains (Losses) Recognized in Income on Derivatives

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS Locations in the Consolidated 

Statements of Operations

Three Months Ended Six Months Ended

Derivatives not designated as hedging instruments 2023 2022 2023 2022
Equity-indexed options    .................................................. Investment related gains (losses), net $ 68 $ (60) $ 93 $ (60) 
Foreign exchange forwards      ........................................... Investment related gains (losses), net  41  (25)  37  105 
Bond futures   .................................................................. Investment related gains (losses), net  (24)  (1)  (9)  (4) 
Embedded derivatives in:

Modco arrangement      ..................................................
Net investment results from funds 
withheld  27  (6)  (10)  12 

Indexed annuity and variable annuity product  .......... Interest sensitive contract benefits  (43)  (93)  (39)  (90) 
$ 69 $ (185) $ 72 $ (37) 
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The Company’s use of derivative instruments exposes it to credit risk in the event of non-performance by counterparties. The Company has a policy of only 
dealing with counterparties it believes are creditworthy and obtaining sufficient collateral where appropriate, as a means of mitigating the financial loss from 
defaults. The Company holds collateral in cash and notes secured by U.S. government-backed assets. The non-performance risk is the net counterparty exposure 
based on fair value of open contracts less fair value of collateral held. The Company maintains master netting agreements with its current active trading partners. 
A right of offset has been applied to collateral that supports credit risk and has been recorded in the condensed consolidated statements of financial position as an 
offset to “Other invested assets” with an associated payable to “Other liabilities” for excess collateral.

Information regarding the Company’s exposure to credit loss on the derivatives it holds is presented below:

AS AT JUN. 30, 2023
US$ MILLIONS Derivative 

Fair Value
Collateral 

Held in Cash1

Collateral Held 
in Invested 

Assets1

Total 
Collateral 

Held

Collateral 
Amounts 

Used to 
Offset 

Exposure
Excess 

Collateral
Exposure Net 
of CollateralDerivative Type

Equity-indexed options  ..................... $ 311 $ 193 $ 21 $ 214 $ 208 $ 6 $ 104 
Foreign exchange forwards    ...............  39  —  —  —  —  —  39 
Bond futures ......................................  (4)  —  —  —  (4)  4  (4) 
Cross currency swaps     .......................  1  —  —  —  —  —  1 
Interest rate swaps    .............................  1  —  —  —  —  —  1 

$ 348 $ 193 $ 21 $ 214 $ 204 $ 10 $ 141 
1. Our PRT business had $89 million collateral held in cash and invested assets at June 30, 2023 that are not offset against its derivative contracts.

AS AT DEC. 31, 2022
US$ MILLIONS Derivative 

Fair Value
Collateral 

Held in Cash1

Collateral Held 
in Invested 

Assets1

Total 
Collateral 

Held

Collateral 
Amounts 

Used to 
Offset 

Exposure
Excess 

Collateral
Exposure Net 
of CollateralDerivative Type

Equity-indexed options  ..................... $ 157 $ 101 $ 20 $ 121 $ 121 $ — $ 36 
Foreign exchange forwards    ...............  (5)  —  —  —  —  —  (6) 
Bond futures ......................................  (25)  —  —  —  —  —  (25) 
Cross currency swaps     .......................  1  —  —  —  —  —  1 
Interest rate swaps    .............................  1  —  —  —  —  —  1 

$ 129 $ 101 $ 20 $ 121 $ 121 $ — $ 7 
1. Our PRT business had $81 million collateral held in cash and invested assets as at December 31, 2022 that are not offset against its derivative contracts.
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NOTE 10. NET INVESTMENT INCOME AND REALIZED INVESTMENT GAINS

Net investment income is shown below:

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS

Three Months Ended Six Months Ended
2023 2022 2023 2022

Available-for-sale fixed maturity securities....... $ 216 $ 84 $ 420 $ 107 
Mortgage loans     ..................................................  76  29  149  33 
Private loans  .......................................................  22  10  35  17 
Real estate and real estate partnerships   ..............  15  22  34  22 
Investment funds      ................................................  45  9  64  25 
Equity accounted investments       ...........................  —  50  —  50 
Short-term investments and other invested 
assets   ................................................................  66  (9)  138  (3) 

Total net investment income     ........................... $ 440 $ 195 $ 840 $ 251 

Net unrealized and realized investment gains (losses) are shown below:

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS

Three Months Ended Six Months Ended
2023 2022 2023 2022

Available-for-sale fixed maturity securities....... $ (40) $ (54) $ (68) $ (56) 
Equity securities    .................................................  245  25  156  (25) 
Mortgage loans     ..................................................  (1)  (43)  (12)  (44) 
Private loans  .......................................................  (3)  —  (3)  — 

Short-term investments and other invested 
assets   ................................................................  91  (63)  113  18 

Total investment related gains (losses), net      ... $ 292 $ (135) $ 186 $ (107) 
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NOTE 11. FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amount and fair value of financial instruments are shown below:

June 30, 2023 December 31, 2022

AS AT
US$ MILLIONS

Carrying 
Amount Fair Value

Carrying 
Amount Fair Value

Financial assets
Available-for-sale fixed maturity securities    .......... $ 15,833 $ 15,833 $ 16,316 $ 16,316 
Equity securities      ....................................................  1,362  1,362  1,253  1,253 
Mortgage loans on real estate, net of allowance   ....  5,958  5,752  5,888  5,637 
Private loans, net of allowance    ..............................  1,337  1,336  1,144  1,086 
Policy loans    ...........................................................  381  381  374  374 
Short-term investments    ..........................................  2,905  2,905  2,402  2,402 
Other invested assets:

Derivative assets  ...............................................  145  145  44  44 
Separately managed accounts    ...........................  127  127  127  127 
Other    .................................................................  130  116  40  40 

Reinsurance funds withheld       .................................  6,540  6,540  5,812  5,812 
Separate account assets1       .......................................  1,145  1,145  1,045  1,045 

Total financial assets  ................................................ $ 35,863 $ 35,642 $ 34,445 $ 34,136 
Financial liabilities

Policyholders’ account balances – embedded 
derivative      .............................................................. $ 1,044 $ 1,044 $ 907 $ 907 
Market risk benefits    ...............................................  131  131  124  124 
Other liabilities:

Derivative liabilities      .........................................  4  4  38  38 
Funds withheld liabilities    .................................  15  15  10  10 

Notes payable      ........................................................  158  158  151  151 
Corporate and Subsidiary Borrowings        .................  3,234  3,209  3,652  3,625 
Separate account liabilities1    ..................................  1,145  1,145  1,045  1,045 

Total financial liabilities   .......................................... $ 5,731 $ 5,706 $ 5,927 $ 5,900 

1. Balance includes $30 million and $33 million of assets, and corresponding liabilities, that are not subject to fair value hierarchy as at June 
30, 2023 and December 31, 2022, respectively.

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability. A fair value 
hierarchy is used to determine fair value based on a hypothetical transaction at the measurement date from the 
perspective of a market participant. The Company has evaluated the types of securities in its investment portfolio to 
determine an appropriate hierarchy level based upon trading activity and the observability of market inputs. The 
classification of assets or liabilities within the fair value hierarchy is based on the lowest level of significant input to 
its valuation. The input levels are defined as follows:
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Level 1 Unadjusted quoted prices in active markets for identical assets or liabilities
Level 2 Quoted prices in markets that are not active or inputs that are observable directly or 

indirectly. Level 2 inputs include quoted prices for similar assets or liabilities other than 
quoted prices in Level 1; quoted prices in markets that are not active; or other inputs that are 
observable or can be derived principally from or corroborated by observable market data for 
substantially the full term of the assets or liabilities

Level 3 Unobservable inputs that are supported by little or no market activity and are significant to 
the fair value of the assets or liabilities. Unobservable inputs reflect The Company’s own 
assumptions about the assumptions that market participants would use in pricing the asset or 
liability. Level 3 assets and liabilities include financial instruments whose values are 
determined using pricing models and third-party evaluation, as well as instruments for 
which the determination of fair value requires significant management judgment or 
estimation

Valuation Techniques for Financial Instruments Recorded at Fair Value

Available-for-sale Fixed Maturity Securities and Equity Options — The Company utilizes pricing services to 
estimate fair value measurements. The fair value for available-for-sale fixed maturity securities that are disclosed as 
Level 1 measurements are based on unadjusted quoted market prices for identical assets that are readily available in 
an active market. The estimates of fair value for most available-for-sale fixed maturity securities, including 
municipal bonds, provided by the pricing service are disclosed as Level 2 measurements as the estimates are based 
on observable market information rather than market quotes. The pricing service utilizes market quotations for 
available-for-sale fixed maturity securities that have quoted prices in active markets. Since available-for-sale fixed 
maturity securities generally do not trade on a daily basis, the pricing service prepares estimates of fair value 
measurements for these securities using its proprietary pricing applications, which include available relevant market 
information, benchmark curves, benchmarking of like securities, sector groupings and matrix pricing. Additionally, 
an option adjusted spread model is used to develop prepayment and interest rate scenarios.

The pricing service evaluates each asset class based on relevant market information, credit information, perceived 
market movements and sector news. The market inputs utilized in the pricing evaluation, listed in the approximate 
order of priority, include: benchmark yields, reported trades, pricing source quotes, issuer spreads, two-sided 
markets, benchmark securities, bids, offers, reference data, and economic events. The extent of the use of each 
market input depends on asset class and the market conditions. Depending on the security, the priority of the use of 
inputs may change or some market inputs may not be relevant. For some securities, additional inputs may be 
necessary.

The Company has reviewed the inputs and methodology used and the techniques applied by the pricing service to 
produce quotes that represent the fair value of a specific security. The review confirms that the pricing service is 
utilizing information from observable transactions or a technique that represents a market participant’s assumptions. 
The Company does not adjust quotes received from the pricing service. The pricing service utilized by The 
Company has indicated that they will only produce an estimate of fair value if there is objectively verifiable 
information available.

The Company holds a small amount of private placement debt and available-for-sale fixed maturity securities that 
have characteristics that make them unsuitable for matrix pricing. For these securities, a quote from an independent 
pricing source (typically a market maker) is obtained. Due to the disclaimers on the quotes that indicate the price is 
indicative only, the Company includes these fair value estimates in Level 3.

For securities priced using a quote from an independent pricing source, such as the equity-indexed options and 
certain available-for-sale fixed maturity securities, The Company uses a market-based fair value analysis to validate 
the reasonableness of prices received. Price variances above a certain threshold are analyzed further to determine if 
any pricing issue exists. This analysis is performed quarterly.
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Equity Securities — For publicly-traded equity securities, prices are received from a nationally recognized pricing 
service that are based on observable market transactions, and these securities are classified as Level 1 measurements. 
For certain preferred stock, current market quotes in active markets are unavailable. In these instances, an estimated 
fair value is received from the pricing service. The service utilizes similar methodologies to price preferred stocks as 
it does for available-for-sale fixed maturity securities. If applicable, these estimates would be disclosed as Level 2 
measurements. The Company tests the accuracy of the information provided by reference to other services annually.

Short-term Investments — Short-term investments are primarily commercial paper rated A2 or P2 or better by 
Standard & Poor's and Moody's, respectively. Commercial paper is carried at amortized cost which approximates 
fair value. These investments are classified as Level 2 measurements.

Separate Account Assets and Liabilities — Separate account assets and liabilities are funds that are held separate 
from the general assets and liabilities of The Company. Separate account assets include funds representing the 
investments of variable insurance product contract holders, who bear the investment risk of such funds. Investment 
income and investment gains and losses from these separate funds accrue to the benefit of the contract holders. The 
Company reports separately, as assets and liabilities, investments held in such separate accounts and liabilities of the 
separate accounts if (i) such separate accounts are legally recognized; (ii) assets supporting the contract liabilities are 
legally insulated from The Company’s general account liabilities; (iii) investments are directed by the contract 
holder; and (iv) all investment performance, net of contract fees and assessments, is passed through to the contract 
holder. In addition, The Company's qualified pension plan assets are included in separate accounts. The assets of 
these accounts are carried at fair value. Deposits, net investment income and realized investment gains and losses for 
these accounts are excluded from revenues, and related liability increases are excluded from benefits and expenses in 
the condensed consolidated statements of operations. Separate accounts are established in conformity with insurance 
laws and are not chargeable with liabilities that arise from any other business of The Company.

The separate account assets included on the quantitative disclosures fair value hierarchy table are comprised of 
short-term investments, equity securities, and available-for-sale fixed maturity. Equity securities are classified as 
Level 1 measurements. Short-term investments and available-for-sale fixed maturity securities are classified as 
Level 2 measurements. These classifications for separate account assets reflect the same fair value level 
methodologies as listed above as they are derived from the same vendors and follow the same process.

The separate account assets also include cash and cash equivalents, investment funds, accrued investment income, 
and receivables for securities. These are not included in the quantitative disclosures of fair value hierarchy table.

No gains or losses were recognized on assets transferred to separate accounts for the three and six months ended 
June 30, 2023 and 2022, respectively.

Reinsurance Funds Withheld — 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. 

Market Risk Benefits are classified as Level 3 fair value measurements as the fair value is based on unobservable 
inputs. The key assumptions for calculating the fair value of the MRBs are market assumptions such as equity 
market returns, interest rate levels, market volatility and correlations and policyholder behavior assumptions such as 
lapse, mortality, utilization and withdrawal patterns. Risk margins are included in the policyholder behavior 
assumptions. The assumptions are based on a combination of historical data and actuarial judgment. The MRBs are 
valued using stochastic models that incorporate a spread reflecting our nonperformance risk.

Derivative Assets/Derivative Liabilities 
• Foreign currency forward contracts — discounted cash flow model — forward exchange rates (from 

observable forward exchange rates at the end of the reporting period); discounted at a credit adjusted rate.
• Interest rate contracts - discounted cash flow model - forward interest rates (from observable yield curves) 

and applicable credit spreads discounted at a credit adjusted rate.
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• Warrants – intrinsic value based on the difference between strike prices and the unadjusted quoted prices of 
underlying equity investments in active markets.

• Equity-index options – inputs include interest rate assumptions (risk-free rate assumptions), and underlying 
equity quoted index prices for identical or similar assets in markets that exhibit less liquidity relative to 
those markets.

Embedded Derivatives — The amounts reported within policyholder contract deposits include equity linked 
interest crediting rates based on the S&P 500 within indexed annuities and indexed life. The following unobservable 
inputs are used for measuring the fair value of the embedded derivatives associated with the policyholder contract 
liabilities:

• Lapse rate assumptions are determined by company experience. Lapse rates are generally assumed to be 
lower during a contract’s surrender charge period and then higher once the surrender charge period has 
ended. Decreases to the assumed lapse rates generally increase the fair value of the liability as more 
policyholders persist to collect the crediting interest pertaining to the indexed product. Increases to the 
lapse rate assumption decrease the fair value.

• Mortality rate assumptions vary by age and gender based on company and industry experience. Decreases 
to the assumed mortality rates increase the fair value of the liabilities as more policyholders earn crediting 
interest. Increases to the assumed mortality rates decrease the fair value as higher decrements reduce the 
potential for future interest credits.

• Equity volatility assumptions begin with current market volatilities and grow to long-term values. Increases 
to the assumed volatility will increase the fair value of liabilities, as future projections will produce higher 
increases in the linked index. 

Fair values of indexed life and annuity liabilities are calculated using the discounted cash flow technique. Shown 
below are the significant unobservable inputs used to calculate the Level 3 fair value of the embedded derivatives 
within policyholder contract deposits (in millions, except range percentages):

Fair Value

AS AT
US$ MILLIONS June 30, 2023

December 31, 
2022

Unobservable Input

Embedded derivative
Indexed Annuities and indexed life $ 808 $ 726 Lapse Rate

Mortality Multiplier
Equity Volatility

Funds withheld liabilities — 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. 
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The fair value hierarchy measurements of the financial instruments are shown below:

Assets and Liabilities Carried at Fair Value by 
Hierarchy Level at June 30, 2023

US$ MILLIONS
Total Fair 

Value Level 1 Level 2 Level 3
Financial assets

Available-for-sale fixed maturity securities
U.S. treasury and government    .......................... $ 137 $ 81 $ 56 $ — 
U.S. states and political subdivisions    ...............  811  —  811  — 
Foreign governments    ........................................  525  —  525  — 
Corporate debt securities     ..................................  12,640  —  11,063  1,577 
Residential mortgage-backed securities    ...........  123  —  123  — 
Commercial mortgage-backed securities  .........  444  —  414  30 
Collateralized debt securities   ............................  1,153  —  562  591 

Total fixed maturity, available-for-sale    .............  15,833  81  13,554  2,198 
Equity securities

Common stock      ..................................................  1,242  1,241  —  1 
Preferred stock   ..................................................  75  35  —  40 
Private equity and other     ...................................  45  —  —  45 

Total equity securities      .........................................  1,362  1,276  —  86 
Short-term investments    ..........................................  2,905  1,183  24  1,698 
Other invested assets:

Derivative assets   ..............................................  145  —  137  8 
Separately managed accounts    ...........................  127  —  —  127 

Reinsurance funds withheld       .................................  6,540  —  6,540  — 
Separate account assets..........................................  1,115  372  743  — 

Total financial assets  ................................................ $ 28,027 $ 2,912 $ 20,998 $ 4,117 
Financial liabilities

Policyholders’ account balances – embedded 
derivative     .............................................................  1,044  —  236  808 

Market risk benefit     ................................................  131  —  —  131 
Other liabilities:

Derivative liabilities      .........................................  4  4  — 
Funds withheld liabilities   ..................................  15  —  15  — 

Separate account liabilities     ...................................  1,115  372  743  — 
Total Financial liabilities     ........................................ $ 2,309 $ 376 $ 994 $ 939 
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Assets and Liabilities Carried at Fair Value by 
Hierarchy Level at December 31, 2022

US$ MILLIONS
Total Fair 

Value Level 1 Level 2 Level 3
Financial assets

Available-for-sale fixed maturity securities
U.S. treasury and government    .......................... $ 110 $ 40 $ 70 $ — 
U.S. states and political subdivisions    ...............  855  —  855  — 
Foreign governments    ........................................  318  —  318  — 
Corporate debt securities     ..................................  13,491  —  13,045  446 
Residential mortgage-backed securities    ...........  127  —  127  — 
Commercial mortgage-backed securities ..........  408  —  408  — 
Collateralized debt securities   ............................  1,007  —  561  446 

Total fixed maturity, available-for-sale    .............  16,316  40  15,384  892 
Equity securities

Common stock      ..................................................  1,156  989  —  167 
Preferred stock   ..................................................  75  36  —  39 
Private equity and other    ....................................  22  —  —  22 

Total equity securities      .........................................  1,253  1,025  —  228 
Short-term investments    ..........................................  2,402  1,160  —  1,242 
Other invested assets:

Derivative assets  ...............................................  44  —  43  1 
Separately managed accounts    ...........................  127  —  —  127 

Reinsurance funds withheld      ..................................  5,806  —  5,806  — 
Separate account assets..........................................  1,012  313  699  — 

Total financial assets  ................................................ $ 26,960 $ 2,538 $ 21,932 $ 2,490 
Financial liabilities

Policyholders’ account balances – embedded 
derivative     .............................................................  907  —  181  726 

Market risk benefit     ................................................  124  —  —  124 
Other liabilities:

Derivative liabilities      .........................................  38  25  13 
Funds withheld liabilities   ..................................  10  —  10  — 

Separate account liabilities    ....................................  1,012  313  699  — 
Total Financial liabilities    ......................................... $ 2,091 $ 338 $ 903 $ 850 
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There were no transfers between Level 1 and Level 2 fair value hierarchies during the periods presented. The 
Company’s valuation of financial instruments categorized as Level 3 in the fair value hierarchy are based on 
valuation techniques that use significant inputs that are unobservable or had a decline in market activity that 
obscured observability. The indicators considered in determining whether a significant decrease in the volume and 
level of activity for a specific asset has occurred include the level of new issuances in the primary market, trading 
volume in the secondary market, the level of credit spreads over historical levels, applicable bid-ask spreads, and 
price consensus among market participants and other pricing sources. Level 3 assets and liabilities include financial 
instruments whose values are determined using pricing models and discounted cash flow methodology based on 
spread/yield assumptions. 

Equity-Index Options — Certain over the counter equity options are valued using models that are widely accepted 
in the financial services industry. These are categorized as Level 3 as a result of the significance of non-market 
observable inputs such as volatility and forward price/dividend assumptions. Other primary inputs include interest 
rate assumptions (risk-free rate assumptions), and underlying equity quoted index prices for identical or similar 
assets in markets that exhibit less liquidity relative to those markets.

Available-for-sale fixed maturity Securities — These bonds use cost as the best estimate of fair value. They are 
valued at cost because the value would not change unless there is a fundamental deterioration in the portfolio. There 
is no observable market valuation price or third-party sources that provide market values for these securities since 
they are not publicly traded. The common and preferred stock are valued at market transaction, option pricing 
method, or guideline public company method based on the best available information.

Separately Managed Accounts — The separately managed account manager uses the mid-point of a range from a 
third-party to price these securities. Discounted cash flows (yield analysis) and market transactions approach are 
used in the valuation. They use discount rates which is considered an unobservable input.

Fair Value Information About Financial Instruments Not Recorded at Fair Value

Information about fair value estimates for financial instruments not measured at fair value is discussed below:

Mortgage Loans — The fair value of mortgage loans is estimated using discounted cash flow analyses on a loan-
by-loan basis by applying a discount rate to expected cash flows from future installment and balloon payments. The 
discount rate takes into account general market trends and specific credit risk trends for the individual loan. Factors 
used to arrive at the discount rate include inputs from spreads based on U.S. Treasury notes and the loan’s credit 
quality, region, property-type, lien priority, payment type and current status.

Policy Loans — The carrying value of policy loans is the outstanding balance plus any accrued interest. Due to the 
collateralized nature of policy loans such that they cannot be separated from the policy contracts, the unpredictable 
timing of repayments and the fact that settlement is at outstanding value, as such the carrying value of policy loans 
approximates fair value.

Corporate and Subsidiary Borrowings — Corporate and Subsidiary Borrowings are carried at outstanding 
principal balance. The carrying value approximates fair value because the carrying value represents the amount 
owing and payable to the creditor at the balance sheet date.

Notes Payable — Notes payable are carried at outstanding principal balance. The carrying value of the notes 
payable approximates fair value because the underlying interest rates approximate market rates at the balance sheet 
date.
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The carrying value and estimated fair value of financial instruments not recorded at fair value on a recurring basis 
are shown below:

AS AT JUN. 30, 2023
US$ MILLIONS

FV Hierarchy 
Level

Carrying 
Amount Fair Value

Financial assets
Mortgage loans on real estate, net of allowance     ...................... 3 $ 5,958 $ 5,752 
Private loans, net of allowance    ................................................. 3  1,337  1,336 
Policy loans      .............................................................................. 3  381  381 
Other invested assets, excluding derivatives and separately 
managed accounts    ................................................................. 3  130  116 

Total financial assets      ................................................................... $ 7,806 $ 7,585 
Financial liabilities

Corporate and subsidiary borrowings       ..................................... 3 $ 3,234 $ 3,209 
Notes payable   ........................................................................... 3  158  158 

Total financial liabilities     ............................................................. $ 3,392 $ 3,367 

AS AT DEC. 31, 2022
US$ MILLIONS

FV Hierarchy 
Level

Carrying 
Amount Fair Value

Financial assets
Mortgage loans on real estate, net of allowance     ...................... 3 $ 5,888 $ 5,637 
Private loans, net of allowance    ................................................. 3  1,144  1,086 
Policy loans      .............................................................................. 3  374  374 
Other invested assets, excluding derivatives and separately 
managed accounts   .................................................................. 3  127  127 

Total financial assets      ................................................................... $ 7,533 $ 7,224 
Financial liabilities

Corporate and subsidiary borrowings      ...................................... 3 $ 3,652 $ 3,625 
Notes payable   ........................................................................... 3  151  151 

Total financial liabilities     ............................................................. $ 3,803 $ 3,776 
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For financial assets measured at fair value on a recurring basis using Level 3 inputs during the period, a 
reconciliation of the beginning and ending balances is shown below:

FOR THE THREE MONTHS ENDED JUN. 30, 2023
US$ MILLIONS

Investment 
Securities

Derivative 
Assets

Separately 
Managed 
Accounts Total

Balance, beginning of period   .............................................. $ 3,385 $ 11 $ 127 $ 3,523 
Fair value changes in net income       .......................................  (292)  (5)  (1)  (298) 
Purchases    ............................................................................  911  31  3  945 
Sales  ....................................................................................  (31)  —  (2)  (33) 
Settlements or maturities      ....................................................  —  (29)  —  (29) 
Transfers into Level 3   .........................................................  30  —  —  30 
Transfers out of Level 3  ......................................................  (21)  —  —  (21) 
Balance, end of period      ...................................................... $ 3,982 $ 8 $ 127 $ 4,117 

FOR THE SIX MONTHS ENDED JUN. 30, 2023
US$ MILLIONS

Investment 
Securities

Derivative 
Assets

Separately 
Managed 
Accounts Total

Balance, beginning of period   .............................................. $ 2,362 $ 1 $ 127 $ 2,490 
Fair value changes in net income       .......................................  (291)  (16)  (1)  (308) 
Fair value changes in other comprehensive income    ...........  77  —  —  77 
Purchases    ............................................................................  2,167  61  12  2,240 
Sales  ....................................................................................  (342)  —  (11)  (353) 
Settlements or maturities      ....................................................  —  (38)  —  (38) 
Transfers into Level 3   .........................................................  30  —  —  30 
Transfers out of Level 3  ......................................................  (21)  —  —  (21) 
Balance, end of period      ...................................................... $ 3,982 $ 8 $ 127 $ 4,117 

FOR THE THREE MONTHS ENDED JUN. 30, 2022
US$ MILLIONS

Investment 
Securities

Derivative 
Assets

Separately 
Managed 
Accounts Total

Balance, beginning of period   .............................................. $ 110 $ — $ — $ 110 
Acquisitions from business combination   ............................  376  3  113  492 
Fair value changes in net income       .......................................  —  (9)  —  (9) 
Fair value changes in other comprehensive income    ...........  (1)  —  —  (1) 
Purchases    ............................................................................  380  9  11  400 
Sales  ....................................................................................  (3)  —  (6)  (9) 
Settlements or maturities      ....................................................  —  (3)  —  (3) 
Transfers out of Level 3  ......................................................  (20)  —  —  (20) 
Balance, end of period      ...................................................... $ 842 $ — $ 118 $ 960 
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FOR THE SIX MONTHS ENDED JUN. 30, 2022
US$ MILLIONS

Investment 
Securities

Derivative 
Assets

Separately 
Managed 
Accounts Total

Balance, beginning of period   .............................................. $ 109 $ — $ — $ 109 
Acquisitions from business combination   ............................  376  3  113  492 
Fair value changes in net income       .......................................  1  (9)  —  (8) 
Fair value changes in other comprehensive income    ...........  (1)  —  —  (1) 
Purchases    ............................................................................  380  9  11  400 
Sales  ....................................................................................  (3)  —  (6)  (9) 
Settlements or maturities      ....................................................  —  (3)  —  (3) 
Transfers out of Level 3  ......................................................  (20)  —  —  (20) 
Balance, end of period $ 842 $ — $ 118 $ 960 

There were no level 3 financial liabilities recorded at fair value on a recurring basis during the six months ended 
June 30, 2023 and June 30, 2022.
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The following summarizes the fair value, valuation techniques and unobservable inputs of the Level 3 fair value 
measurements:

Type of Asset Valuation Techniques Significant Unobservable Inputs
Equity-index Option Heston and Black-Scholes 

Valuation models
• Interest rate (risk-free rate assumptions) 
• Underlying equity quoted index prices

Available-for-sale fixed maturity securities Corporate debt securities
• Discounted cash flows (yield 
analysis)
• Income approach
• Price at cost

Corporate debt securities
• Contractual cash flows
• Duration
• Call provisions
• Weighted-average life
• Risk premium
• Coupon rate

Collateralized debt securities
• Broker quotes
• Income approach

Collateralized debt securities
• Contractual cash flows
• Weighted-average coupon and maturity
• Collateral type
• Loss severity
• Geography

Common shares, preferred shares and private 
equity

• Broker quotes
• Income approach 
• Current Value Method ("CVM")
• Guideline public company 
method1

• Security structure
• Last Twelve Months ("LTM") Revenue 
Multiple3

• Next Calendar Year ("NCY") Revenue 
Multiple5

• NCY +1 EBITDA Multiple4

• LTM EBITDA Multiple2

Separately managed accounts Common Stock and Warrants
• Guideline public company 
method uses price multiples from 
data on comparable public 
companies. 
• Option pricing method
• CVM

Common Stock and Warrants
• NCY Multiple
• NCY +1 EBITDA Multiple4

• LTM Revenue Multiple3

• LTM EBITDA Multiple2

• Term
• Volatility 
• Discount for lack of marketability 
("DLOM")

Preferred Stock
• Guideline public company 
method uses price multiples from 
data on comparable public 
companies. 
• CVM

Preferred Stock
• NCY Revenue Multiple5

• NCY +1 EBITDA Multiple4

• LTM Revenue Multiple3

• LTM EBITDA Multiple2

Fixed Income
• Discounted cash flows (yield 
analysis) 
• market transactions approach 
• CVM
• Cost

Fixed Income
• Discount rate 
• NCY EBITDA

1. Guideline public company method uses price multiples from data on comparable public companies. Multiples are then adjusted to account 
for differences between what is being valued and comparable firms.

2. Last Twelve Months (“LTM”) EBITDA Multiple valuation metric shows earnings before interest, taxes, depreciation and amortization 
adjustments for the past 12-month period.

3. LTM Revenue Multiple valuation metric shows revenue for the past 12-month period.
4. Next Calendar Year (“NCY”) EBITDA Multiple is the forecasted EBITDA expected to be achieved over the next calendar year.
5. NCY Revenue forecast revenue over the next calendar year.
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NOTE 12. REINSURANCE

NER SPC and NER Ltd. are the reinsurers of the Company's operation. The reinsurance transactions are majorly 
structured as Modco arrangements with reinsurance funds withheld.

The following table summarized the Company's reinsurance funds withheld, deposit liability, policyholders' account 
balances and embedded derivatives by accounting classification related to its reinsurance business. 

AS AT JUN. 30, 2023
US$ MILLIONS

Deposit 
accounting 

Interest sensitive 
investment type Total

Asset
Reinsurance funds withheld, net     ................................. $ 1,586 $ 4,828 $ 6,414 
Embedded derivatives  .................................................  16  110  126 

Reinsurance funds withheld, total     ......................  6,540 

Liability

Policyholders' account balance, excluding embedded 
derivatives     ................................................................... $ — $ 6,758 6758
Embedded derivatives  .................................................  —  236  236 

Policyholders' account balance, total .................. $ 6,994 

Deposit liability    ........................................................... $ 1,632 $ — $ 1,632 

AS AT DEC. 31, 2022
US$ MILLIONS

Deposit 
accounting

Interest sensitive 
investment type Total

Asset
Reinsurance funds withheld, net    .................................. $ 1,603 $ 4,049 $ 5,652 
Embedded derivatives      ..................................................  17  137  154 

Reinsurance funds withheld, total   .......................  5,806 

Liability
Policyholders' account balance, excluding embedded 
derivatives    .................................................................... $ — $ 5,652 5652
Embedded derivatives      ..................................................  —  181  181 

Policyholders' account balance, total     .................. $ 5,833 

Deposit liability     ............................................................ $ 1,657 $ — $ 1,657 

The Company reinsures its business through a diversified group of reinsurers. However, the Company remains liable 
to the extent its reinsurers do not meet their obligations under the reinsurance agreements. The Company monitors 
trends in arbitration and any litigation outcomes with its reinsurers. Collectability of reinsurance balances are 
evaluated by monitoring ratings and evaluating the financial strength of its reinsurers.
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FOR THE SIX MONTHS ENDED JUN. 30
US$ MILLIONS 2023 2022
Premiums:

Direct premiums    ....................................................................................... $ 2,528 $ 1,392 
Reinsurance ceded    ....................................................................................  (629)  (82) 
Net premiums  ........................................................................................... $ 1,899 $ 1,310 

Claims and policyholder benefits:
Claims incurred and benefits paid     ............................................................ $ (2,217) $ (1,332) 
Reinsurance ceded    ....................................................................................  342  79 
Net claims incurred and benefits paid     ...................................................... $ (1,875) $ (1,253) 

NOTE 13. SEPARATE ACCOUNT ASSETS AND LIABILITIES

The following table presents the change of the Company's separate account assets and liabilities:

AS AT AND FOR THE SIX MONTHS ENDED JUN. 30 
US$ MILLIONS 2023 2022
Balance, beginning of period    ....................................................................... $ 1,045 $ — 
Additions (deductions)
    Acquisition from business combination    ..................................................  —  1,123 
    Policyholder deposits  ...............................................................................  38  6 
    Net investment income   ............................................................................  13  2 
    Net realized capital gains on investments    ...............................................  114  (60) 
    Policyholder benefits and withdrawals     ....................................................  (58)  (10) 
    Net transfer from separate account    ..........................................................  (1)  (1) 
    Policy charges    ..........................................................................................  (6)  (1) 
Total changes   ...............................................................................................  100  1,059 
Balance, end of period    ............................................................................... $ 1,145 $ 1,059 

NOTE 14. DEFERRED ACQUISITION COSTS AND VALUE OF BUSINESS ACQUIRED

The following table presents a rollforward of deferred acquisition costs and value of business acquired for the 
periods indicated:

FOR THE SIX MONTHS ENDED JUN. 30, 2023
US$  MILLIONS

Direct 
Insurance Reinsurance Total

Balance, beginning of period    ........................................................ $ 661 $ 924 $ 1,585 
Additions     .......................................................................................  441  253  694 
Amortization       .................................................................................  (262)  (31)  (293) 

Net change    ................................................................................  179  222  401 
Balance, end of period ................................................................. $ 840 $ 1,146 $ 1,986 
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FOR THE SIX MONTHS ENDED JUN. 30, 2022
US$  MILLIONS

Direct 
Insurance Reinsurance Total

Balance, beginning of period    ........................................................ $ — $ 710 $ 710 
Acquisition from business combinations and additions  ................  585  106  691 
Amortization       .................................................................................  (44)  (23)  (67) 

Net change    ................................................................................  541  83  624 
Balance, end of period ................................................................. $ 541 $ 793 $ 1,334 

The following table presents a rollforward of VOBA for the periods indicated:

AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2023
US$  MILLIONS

VOBA 
Asset

VOBA 
Liability

Balance, beginning of period   ..................................................................................... $ 404 $ (884) 
Additions    ...................................................................................................................  36  — 
Amortization   ..............................................................................................................  (55)  67 
Balance, end of period      ............................................................................................. $ 385 $ (817) 

AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2022
US$  MILLIONS

VOBA 
Asset

VOBA 
Liability

Balance, beginning of period   ..................................................................................... $ — $ — 
Acquisition from business combination     ....................................................................  538  (913) 
Amortization   ..............................................................................................................  (16)  4 
Balance, end of period      ............................................................................................. $ 522 $ (909) 

The following table provides the projected VOBA asset amortization expenses for a five-year period and thereafter:

Years
VOBA 

Asset
2023      ...................................................................................................................................................... $ 17 
2024      ......................................................................................................................................................  31 
2025      ......................................................................................................................................................  28 
2026      ......................................................................................................................................................  25 
2027      ......................................................................................................................................................  22 
Thereafter     ..............................................................................................................................................  262 
Total amortization expense    ............................................................................................................... $ 385 
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NOTE 15. ACQUISITION OF BUSINESS

On May 25, 2022, the Company acquired American National. American National offers a broad portfolio of 
insurance products, including individual and group life insurance, annuities, health insurance, and property and 
casualty insurance. Under the terms of the Merger Agreement, the Company acquired 100% of all American 
National issued and outstanding shares in exchange for $190 per share, which is equivalent to $5.1 billion. The 
consideration was all cash. The Company acquired all assets and assumed all liabilities of American National as of 
the closing date, and consolidates the business for financial statement purposes. The acquired business contributed 
revenues of $223 million and net profit of $16 million to the Company for the period from May 25 to June 30, 2022. 

As part of re-assessing the final valuations of certain assets, such as intangible assets and goodwill, and certain 
liabilities, the Company recognized measurement period adjustments to reflect new information obtained about facts 
and circumstances that existed as of the acquisition date. Measurement period adjustments consist primarily with a 
decrease of $37 million to property and equipment, a decrease of $16 million to value of business acquired, an 
increase of $19 million to goodwill, a decrease of $29 million to future policy benefits, and a decrease of $5 million 
to other liabilities. The valuation has been finalized in the second quarter of 2023. The updated fair value of assets 
acquired and liabilities as of June 30, 2023 assumed are as follows:

Assets acquired
Cash and cash equivalents   .................................................................................................................. $ 1,021 
Investments    .........................................................................................................................................  22,519 
Accrued investment income  ...............................................................................................................  101 
Reinsurance recoverables    ...................................................................................................................  45 
Premiums due and other receivables     ..................................................................................................  437 
Deferred tax assets   ..............................................................................................................................  374 
Property and equipment     ......................................................................................................................  138 
Prepaid pension      ..................................................................................................................................  149 
Equity accounted investment    ..............................................................................................................  1,402 
Deferred acquisition costs and value of business acquired     ................................................................  555 
Reinsurance assets  ..............................................................................................................................  410 
Investment properties      .........................................................................................................................  541 
Other assets   .........................................................................................................................................  198 
Separate account assets   .......................................................................................................................  1,123 

Total assets acquired  ...........................................................................................................................  29,013 
Liabilities assumed

Future policy benefits   .........................................................................................................................  5,304 
Policyholders' account balances    .........................................................................................................  13,880 
Policy and contract claims   ..................................................................................................................  1,706 
Unearned premium reserve  .................................................................................................................  1,073 
Other policyholder funds    ....................................................................................................................  324 
Notes payable    .....................................................................................................................................  158 
Other liabilities  ...................................................................................................................................  449 
Separate account liabilities    .................................................................................................................  1,123 

Total liabilities assumed     .....................................................................................................................  24,017 
Less: Non-controlling interest   ...............................................................................................................  (10) 
Net assets acquired  ..............................................................................................................................  4,986 
Goodwill    ............................................................................................................................................... $ 121 
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NOTE 16. ASSETS HELD FOR SALE

On June 2023, American National finalized an agreement to sell its health insurance business to a third party. The 
business is being acquired by the third party for cash  through the acquisition of 100% of the stock of one of 
American National's wholly-owned subsidiaries and certain reinsurance transactions. The completion of the 
transaction will be conditional upon obtaining the required regulatory approvals and is expected to close in the 
fourth quarter of 2023.

The carrying amounts of the major classes of assets and liabilities classified as held-for-sale are shown below:

AS AT JUN. 30, 2023
US$ MILLIONS 2023
Cash and cash equivalents $ 38 
Reinsurance recoverables 174
Premiums due and other receivables 37
Other assets 13

Total assets  262 

Policy and contract claims 175
Other liabilities 56

Total liabilities $ 231 

There were no assets held for sale as at December 31, 2022.

NOTE 17. FUTURE POLICY BENEFITS 

The reconciliation of the balances described in the table below to the future policy benefits in the statements of 
financial position is as follows.

AS AT JUN. 30, 2023 AND DEC. 31, 2022
US$  MILLIONS 2023 2022
Future policy benefits

Direct Insurance    ................................................................................................... $ 3,218 $ 3,136 
Pension Risk Transfer    ..........................................................................................  3,676  2,964 

Deferred profit liability
Direct Insurance    ...................................................................................................  58  24 
Pension Risk Transfer    ..........................................................................................  229  187 

Other contracts and VOBA liability    .........................................................................  1,682  1,700 
Total future policy benefits      ...................................................................................... $ 8,863 $ 8,011 
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a. Future Policy Benefits

The balances and changes in the liability for future policy benefits are as follows:

AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2023
US$  MILLIONS

Direct 
Insurance

Pension 
Risk 

Transfer Total
Present value of expected net premiums
Balance, beginning of period   ............................................................... $ 3,775 $ — $ 3,775 
Beginning balance at original discount rate     ........................................  4,087  —  4,087 

Effect of changes in cash flow assumptions     ...................................  21  —  21 
Effect of actual variances from expected experience     .....................  (26)  —  (26) 

Adjusted beginning of period balance   .................................................  4,082  —  4,082 
Issuances      .........................................................................................  67  657  724 
Interest accrual     ................................................................................  62  6  68 
Net premiums collected   ..................................................................  (200)  (663)  (863) 
Derecognitions (lapses and withdrawals)   .......................................  (16)  —  (16) 

Ending balance at original discount rate     .............................................  3,995  —  3,995 
Effect of changes in discount rate assumptions  ...................................  (238)  —  (238) 
Balance, end of period   ....................................................................... $ 3,757 $ — $ 3,757 

Present value of expected future policy benefits
Balance, beginning of period   ............................................................... $ 6,909 $ 2,966 $ 9,875 

Beginning balance at original discount rate  ....................................  7,546  3,307  10,853 
Effect of changes in cash flow assumptions     ...................................  21  (11)  10 
Effect of actual variances from expected experience     .....................  (24)  (17)  (41) 

Adjusted beginning of period balance   .................................................  7,543  3,279  10,822 
Issuances      .........................................................................................  67  660  727 
Interest accrual     ................................................................................  113  72  185 
Benefit payments    ............................................................................  (247)  (133)  (380) 
Derecognitions (lapses and withdrawals)   .......................................  (16)  —  (16) 
Foreign currency translation   ...........................................................  —  75  75 

Ending balance at original discount rate     .............................................  7,460  3,953  11,413 
Effect of changes in discount rate assumptions  ...................................  (485)  (271)  (756) 

Effect of foreign currency translation on the effect of changes in 
discount rate assumptions    ..................................................................  —  (6)  (6) 

Balance, end of period   .......................................................................  6,975  3,676  10,651 

Net liability for future policy benefits    ..............................................  3,218  3,676  6,894 
Less: Reinsurance recoverables ...........................................................  (58)  (55)  (113) 
Net liability for future policy benefits, after reinsurance 
recoverable      ....................................................................................... $ 3,160 $ 3,621 $ 6,781 
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AS AT JUN. 30, 2023
Direct 

Insurance
Pension Risk 

Transfer
Weighted-average liability duration of future policy benefits (years)    ..................... 13 9

AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2022
US$  MILLIONS

Direct 
Insurance

Pension 
Risk 

Transfer Total
Present value of expected net premiums

Acquisition from business combination     .........................................  4,188  —  4,188 
Issuances      .........................................................................................  18  1,073  1,091 
Interest accrual     ................................................................................  6  11  17 
Net premiums collected   ..................................................................  (37)  (1,084)  (1,121) 
Foreign currency translation   ...........................................................  —  —  — 

Ending balance at original discount rate     .............................................  4,175  —  4,175 
Effect of changes in discount rate assumptions  ...................................  (99)  —  (99) 
Effect of changes in discount rate assumptions  ...................................  (99)  —  (99) 
Balance, end of period   ....................................................................... $ 4,076 $ — $ 4,076 

Present value of expected future policy benefits
Balance, beginning of period    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 2,171 $ 2,171 
Beginning balance at original discount rate  —  2,071  2,071 

Effect of changes in cash flow assumptions  —  (11)  (11) 
Effect of actual variances from expected experience  —  6  6 

Adjusted beginning of period balance  —  2,066  2,066 
Acquisition from business combination   ..............................................  7,665  —  7,665 

Issuances  18  1,092  1,110 
Interest accrual  11  42  53 
Benefit payments    ............................................................................  (46)  (70)  (116) 
Derecognitions (lapses and withdrawals)   .......................................  —  —  — 
Foreign currency translation   ...........................................................  —  (55)  (55) 

Ending balance at original discount rate  7,648  3,075  10,723 
Effect of foreign currency translation on the effect of changes in 
discount rate assumptions    ..................................................................  —  3  3 

Effect of changes in discount rate assumptions  ...................................  (202)  (313)  (515) 
Balance, end of period  7,446  2,765  10,211 

Net liability for future policy benefits    ..............................................  3,370  2,765  6,135 
Less: Reinsurance recoverables ...........................................................  (73)  (99)  (172) 

Net liability for future policy benefits, after reinsurance 
recoverable $ 3,297 $ 2,666 $ 5,963 
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AS AT JUN. 30, 2022
Direct 

Insurance
Pension Risk 

Transfer

Weighted-average liability duration of future policy benefits (years)    ..................... 13 9

The amount of undiscounted expected gross premiums and expected future benefit payments follows:

2023 2022

AS AT JUN. 30
US$  MILLIONS Undiscounted Discounted Undiscounted Discounted
Direct Insurance
Expected future benefit payments  ...................... $ 14,404 $ 6,975 $ 14,479 $ 7,446 
Expected future gross premiums    ........................  9,516  4,948  9,743  5,249 

Pension Risk Transfer
Expected future benefit payments  ......................  6,061  3,676  4,607  2,765 
Expected future gross premiums    ........................  —  —  —  — 

Total
Expected future benefit payments  ......................  20,465  10,651  19,086  10,211 
Expected future gross premiums    ........................  9,516  4,948  9,743  5,249 

The amount of revenue and interest recognized in the statements of operations follows:

FOR THE THREE MONTHS ENDED JUN. 30
US$  MILLIONS

Gross Premiums or 
Assessments Interest Expense
2023 2022 2023 2022

Direct Insurance      ................................................. $ 160 $ 47 $ 51 $ 5 
Pension Risk Transfer     ........................................  499  1,128  37  15 

FOR THE SIX MONTHS ENDED JUN. 30
US$  MILLIONS

Gross Premiums or 
Assessments Interest Expense
2023 2022 2023 2022

Direct Insurance      ................................................. $ 292 $ 47 $ 74 $ 5 
Pension Risk Transfer     ........................................  675  1,237  37  15 
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The weighted-average interest rate follows:

FOR THE SIX MONTHS ENDED JUN. 30 2023 2022
Direct Insurance
Interest accretion rate  .................................................................................................  5 %  4 %
Current discount rate    .................................................................................................  5 %  5 %

Pension Risk Transfer
Interest accretion rate  .................................................................................................  5 %  3 %
Current discount rate    .................................................................................................  6 %  4 %

b. Deferred Profit Liability

For limited-pay products, gross premiums received in excess of net premiums are deferred at initial recognition as 
deferred profit liability (“DPL”). The assumptions and reflection of experience for DPL will be consistent with those 
used in the liability for future policy benefits, including the remeasurement methodology. The discount rate used in 
calculating DPL will be consistent with the locked-in rate used for the liability for future policy benefits. 

DPL is amortized in income on a constant basis in relation with benefit payments. For life contingent payout 
annuities DPL is amortized over expected future benefit payments. 

For limited payment traditional life permanent contracts, DPL is amortized over face amount for limited payment 
traditional life permanent contracts.

AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2023
US$ MILLIONS

Direct 
Insurance

Pension 
Risk 

Transfer Total
Balance, beginning of period   ............................................................... $ 24 $ 187 $ 211 

Effect of changes in cash flow assumptions     ...................................  —  11  11 
Effect of actual variances from expected experience     .....................  —  21  21 

Adjusted beginning of period balance   .................................................  24  219  243 
Profits deferred     ...............................................................................  34  10  44 
Interest accrual     ................................................................................  1  4  5 
Amortization   ...................................................................................  (1)  (8)  (9) 
Foreign currency translation   ...........................................................  —  4  4 

Balance, end of period   ....................................................................... $ 58 $ 229 $ 287 
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AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2022
US$ MILLIONS

Direct 
Insurance

Pension 
Risk 

Transfer Total
Balance, beginning of period   ............................................................... $ — $ 158 $ 158 

Effect of changes in cash flow assumptions     ...................................  —  12  12 
Effect of actual variances from expected experience     .....................  —  (6)  (6) 

Adjusted beginning of period balance   .................................................  —  164  164 
     Acquisition from business combination   .........................................  —  —  — 

Profits deferred     ...............................................................................  3  30  33 
Interest accrual     ................................................................................  —  3  3 
Amortization   ...................................................................................  —  (6)  (6) 
Foreign currency translation   ...........................................................  —  (3)  (3) 

Balance, end of period   ....................................................................... $ 3 $ 188 $ 191 

NOTE 18. POLICYHOLDERS' ACCOUNT BALANCES

Policyholders' account balances relate to investment-type contracts and universal life-type policies. Investment-type 
contracts principally include traditional individual fixed annuities in the accumulation phase and non-variable group 
annuity contracts. Policyholder account balances are equal to (i) policy account values, which consist of an 
accumulation of gross premium payments; (ii) credited interest, ranging from 1.0% to 8.0% (some annuities have 
enhanced first year crediting rates ranging from 1.0% to 7.0%), less expenses, mortality charges, and withdrawals; 
and (iii) fair value adjustment.

The balances and changes in policyholders' account balances follow.

AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2023
US$ MILLIONS

Direct 
Insurance Reinsurance Total

Balance, beginning of period  ............................................................ $ 14,308 $ 5,833 $ 20,141 
Issuances    ..............................................................................................  2,695  86  2,781 
Premiums received      ..............................................................................  215  1,101  1,316 
Policy charges  ......................................................................................  (185)  (19)  (204) 
Surrenders and withdrawals     ................................................................  (1,276)  (109)  (1,385) 
Interest credited    ...................................................................................  276  16  292 
Benefit payments    .................................................................................  —  (19)  (19) 
Other    ....................................................................................................  (8)  104  96 
Balance, end of period   ....................................................................... $ 16,025 $ 6,993 $ 23,018 
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AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2022
US$ MILLIONS

Direct 
Insurance Reinsurance Total

Balance, beginning of period  ............................................................  — $ 4,677 $ 4,677 
Acquisition from business combination   ..............................................  13,802  — $ 13,802 
Issuances    ..............................................................................................  101  29  130 
Premiums received      ..............................................................................  35  424  459 
Policy charges  ......................................................................................  (30)  (13)  (43) 
Surrenders and withdrawals     ................................................................  (105)  (75)  (180) 
Interest credited    ...................................................................................  4  25  29 
Benefit payments    .................................................................................  —  (34)  (34) 
Other    ....................................................................................................  —  (52)  (52) 
Balance, end of period   ....................................................................... $ 13,807 $ 4,981 $ 18,788 

The reconciliation of policyholders' account balances to the policyholders' account balances' liability in the 
statements of financial position follow.

AS AT JUN. 30, 2023 AND DEC. 31, 2022
US$  MILLIONS 2023 2022
Direct Insurance      ....................................................................................................... $ 16,025 $ 14,308 
Reinsurance      ..............................................................................................................  6,993  5,833 
Total   ......................................................................................................................... $ 23,018 $ 20,141 

The balance of account values by range of guaranteed minimum crediting rates and the related range of difference, 
in basis points, between rates being credited to policyholders and the respective guaranteed minimums follow.

AS AT JUN. 30, 2023
US$ MILLIONS

Range of 
Guaranteed 

Minimum 
Crediting Rate

At 
Guaranteed 

Minimum

 1 - 50 
Basis 

Points 
Above

51 - 150 
Basis 

Points 
Above

> 150 
Basis 

Points 
Above Other1 Total

Direct Insurance    ... 0% - 1% $ 3,353 $ 5 $ 571 $ 94 $ — $ 4,023 
1% - 2%  772  460  2,090  2,199  —  5,521 
2% - 3%  1,618  515  347  2,526  —  5,006 

Greater than 3%  1,023  13  5  41  —  1,082 
Other1  —  —  —  —  393  393 

Total $ 6,766 $ 993 $ 3,013 $ 4,860 $ 393 $ 16,025 

Reinsurance     .......... 0% - 1% $ — $ 522 $ 229 $ 7 $ — $ 758 
1% - 2%  —  —  —  —  —  — 

2% to 3%  —  —  —  —  —  — 
Greater than 3%  —  —  16  —  —  16 

Other1  —  —  —  —  6,219  6,219 
Total $ — $ 522 $ 245 $ 7 $ 6,219 $ 6,993 

1Other includes products with either a fixed rate or no guaranteed minimum crediting rate.
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AS AT JUN. 30, 2022
US$ MILLIONS

Range of 
Guaranteed 

Minimum 
Crediting Rate

At 
Guaranteed 

Minimum

1 - 50 Basis 
Points 
Above

51 - 150 
Basis Points 

Above

> 150 Basis 
Points 
Above Other1 Total

Direct Insurance    .... 0% - 1% $ 3,502 $ 5 $ 641 $ 58 $ — $ 4,206 
1% - 2%  578  592  2,198  2,149  —  5,517 
2% - 3%  1,597  744  161  1  —  2,503 

Greater than 3%  1,063  6  —  1  —  1,070 
Other1  —  —  —  —  511  511 

Total $ 6,740 $ 1,347 $ 3,000 $ 2,209 $ 511 $ 13,807 

Reinsurance   ........... —% - 1% $ — $ 316 $ 181 $ — $ — $ 497 
1% - 2%  —  —  —  —  —  — 

2% to 3%  —  —  —  —  —  — 
Greater than 3%  —  —  —  —  —  — 

Other1  —  —  —  —  4,484  4,484 
Total $ — $ 316 $ 181 $ — $ 4,484 $ 4,981 

1Other includes products with either a fixed rate or no guaranteed minimum crediting rate.

NOTE 19. MARKET RISK BENEFITS 

The net balance of market risk benefit asset and liabilities of and changes in guaranteed minimum withdrawal 
benefits associated with annuity contracts follow.

AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2023
US$ MILLIONS

Direct 
Insurance Reinsurance Total

Balance, beginning of period, before effect of changes in the 
instrument-specific credit risk   ......................................................... $ 44 $ 70 $ 114 

Effect of changes in the beginning instrument-specific credit risk .......  44  (28)  16 
Effect of model refinements    ..................................................................  (9)  (14)  (23) 
Effect of non-financial assumption update     ...........................................  (9)  —  (9) 
Attributed fees collected     .......................................................................  6  15  21 
Interest accrual     ......................................................................................  2  1  3 
Adjustment from deterministic to stochastic    ........................................  9  (13)  (4) 
Effect of experience variance  ................................................................  (7)  2  (5) 
Effect of changes in financial assumptions  ...........................................  —  (26)  (26) 
Effect of changes in the ending instrument-specific credit risk     ............  (27)  23  (4) 
Issuance     .................................................................................................  —  35  35 
Balance, end of period, net of reinsurance      ....................................... $ 53 $ 65 $ 118 
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AS AT AND FOR THE SIX MONTHS ENDED JUN. 30, 2022
US$ MILLIONS

Direct 
Insurance Reinsurance Total

Balance, beginning of period, before effect of changes in the 
instrument-specific credit risk    ........................................................ $ — $ 66 $ 66 

Acquisition from business combination   ..............................................  172  —  172 
Effect of changes in the beginning instrument-specific credit risk     .....  —  (1)  (1) 
Attributed fees collected    ......................................................................  1  11  12 
Adjustment from deterministic to stochastic     .......................................  2  (1)  1 
Effect of experience variance   ..............................................................  (1)  8  7 
Effect of changes in financial assumptions     .........................................  (58)  (39)  (97) 
Effect of changes in the ending instrument-specific credit risk    ..........  (10)  (3)  (13) 
Issuance    ...............................................................................................  1  9  10 
Balance, end of period, net of reinsurance   ...................................... $ 107 $ 50 $ 157 

The reconciliation of market risk benefits by amounts in an asset position and in a liability position to the market 
risk benefits amount in the statements of financial position follows.

AS AT JUN. 30, 2023 AND 
DEC. 31, 2022
US$  MILLIONS

2023 2022
Asset Liability Net Asset Liability Net

Direct insurance    .................... $ 13 $ (66) $ (53) $ 10 $ (54) $ (44) 
Reinsurance      ..........................  —  (65)  (65)  —  (70)  (70) 
Total   ..................................... $ 13 $ (131) $ (118) $ 10 $ (124) $ (114) 

NOTE 20. LIABILITY FOR UNPAID CLAIMS AND CLAIM ADJUSTMENT EXPENSES

The liability for unpaid claims and claim adjustment expenses (“claims”) for health and property and casualty 
insurance is included in “Policy and contract claims” in the statements of financial position and is the amount 
estimated for incurred but not reported (“IBNR”) claims and claims that have been reported but not settled. The 
liability for unpaid claims is estimated based upon American National’s historical experience and actuarial 
assumptions that consider the effects of current developments, anticipated trends and risk management programs, 
less anticipated salvage and subrogation. The effects of the changes are included in the statements of operations in 
the year in which the changes occur. The time value of money is not taken into account for the purpose of 
calculating the liability for unpaid claims. There have been no significant changes in methodologies or assumptions 
used to calculate the liability for unpaid claims and claim adjustment expenses.
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Information regarding the liability for unpaid claims is shown below:

FOR THE SIX MONTHS ENDED JUN. 30
US$  MILLIONS 2023 2022
Unpaid claims balance, beginning     ........................................................................ $ 1,555 $ — 

Less: Reinsurance recoverables   ...........................................................................  (305)  — 
Net beginning balance  ............................................................................................  1,250  — 
Acquisition from business combination  —  1,215 
Incurred related to

Current     .................................................................................................................  816  137 
Prior years   ............................................................................................................  (22)  (6) 

Total incurred claims   .............................................................................................  794  131 
Paid claims related to

Current     .................................................................................................................  (342)  (78) 
Prior years   ............................................................................................................  (348)  (38) 

Total paid claims    ....................................................................................................  (690)  (116) 
Net balance    ..............................................................................................................  1,354  1,230 
Add: Reinsurance recoverables    ................................................................................  303  290 
Unpaid claims balance, ending    .............................................................................. $ 1,657 $ 1,520 

The net and gross reserve calculations have shown favourable development as a result of favourable loss emergence 
compared to what was implied by the loss development patterns used in the original estimation of losses in prior 
years. The estimates for ultimate incurred claims attributable to insured events of prior years decreased by 
approximately $22 million and $6 million respectively during the first six months of 2023 and  2022. The favorable 
development in 2023 was a reflection of lower-than-anticipated losses arising from agribusiness, business owners, 
commercial automotive, and commercial other lines of business.

For short-duration health insurance claims, the total of IBNR plus expected development on reported claims 
included in the liability for unpaid claims and claim adjustment expenses at June 30, 2023 and December 31, 2022 
was $16 million and $16 million respectively.
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NOTE 21. CORPORATE AND SUBSIDIARY BORROWINGS

The Company and its subsidiaries have bilateral revolving credit facilities backed by third-party financial 
institutions. The total available amount on the credit facilities is $550 million. The credit facilities bear interest at the 
specified SOFR, CDOR, or bankers’ acceptance rate plus a spread and have a maturity date of June 2028. As at 
June 30, 2023, $417 million was drawn on the bilateral credit facilities.

The Company has a $1.0 billion 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 June 30, 2023, the 
facility had $823 million outstanding. 

In April 2022, the Company entered into a $1.0 billion 364-day secured facility. In April 2023, the Company repaid 
$500 million and extended the maturity on the remaining balance to April 2024.

The facilities require the Company to maintain a minimum net worth covenant. As at June 30, 2023, the Company 
was in compliance with its financial covenants.

The Company also has a revolving credit facility with Brookfield that, as at June 30, 2023, permitted borrowings of 
up to $400 million. As at June 30, 2023, there were no amounts drawn on the facility. 

Subsidiary borrowings of $1.5 billion relate to debt issued at American National. $1.0 billion matures in 2027 and 
the remaining $500 million matures in 2032. 

NOTE 22. INCOME TAXES

For the three months and six months ended June 30, 2023, the effective tax rates on pre-tax income were 3% and 1% 
respectively. The Company's effective tax rate differed from the statutory tax rate of 17% and 15% for the same 
respective periods, primarily due to international operations subject to different tax rates. 

For the three months and six months ended June 30, 2022, the effective tax rate on pre-tax income were a recovery 
of 14% and expense of 1% respectively. The Company's effective tax rate differed from the statutory tax rate of 16%  
for the same respective periods, primarily due to international operations subject to different tax rates. 

47



NOTE 23. SHARE CAPITAL

As at June 30, 2023 and December 31, 2022, the Company is authorized to issue:

i. 1,000,000,000 Exchangeable Class A Limited Voting Shares with a par value of $33.56 per share; 

ii. 500,000,000 Exchangeable Class A-1 Limited Non-Voting Shares with a par value of $33.56 per share; 

iii. 500,000 Class B Limited Voting Shares with a par value of $33.56 per share; 

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

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

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

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

viii. 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 June 30, 2023 and December 31, 2022 comprises the following:

AS AT
US$ MILLIONS, EXCEPT SHARE AMOUNTS

June 30, 2023 December 31, 2022
Number of shares Value Number of shares Value

Issued
Class A exchangeable shares  ........... 10,450,952 $ 448 9,594,989 $ 422 
Class B shares       ................................. 24,000  1 24,000  1 
Class C shares       ................................. 41,314,891  1,477 40,934,623  1,467 
Class A junior preferred shares     ....... 100,460,280  2,635 100,460,280  2,580 

The movement of shares issued and outstanding is as follows:
\

2023

FOR THE PERIODS ENDED JUN. 30

Redeemable 
junior preferred 

shares

Class A 
exchangeable 

shares Class B shares Class C shares
Outstanding, January 1      ..............  100,460,280  9,594,989  24,000  40,934,623 
Issued (Repurchased)

Issuances    ..................................  —  1,165,000  —  380,268 
Repurchases    .............................  —  (309,037)  —  — 

Outstanding, March 31      ..............  100,460,280  10,450,952  24,000  41,314,891 
Issuances    ..................................  —  —  —  — 

Outstanding, June 30    ...............  100,460,280  10,450,952  24,000  41,314,891 
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2022

FOR THE PERIODS ENDED JUN. 30

Redeemable 
junior preferred 

shares

Class A 
exchangeable 

shares Class B shares Class C shares
Outstanding, January 1     .........................  —  10,877,989  24,000  23,544,548 
Issued (Repurchased)

Issuances      ............................................  —  —  —  — 
Repurchases   ........................................  —  —  —  — 

Outstanding, March 31     .........................  —  10,877,989  24,000  23,544,548 
Issuances      ............................................  98,351,547  —  —  11,270,466 

Outstanding, June 30  ..........................  98,351,547  10,877,989  24,000  34,815,014 

At June 30, 2023, there were $123 million of accrued dividends on Class A junior preferred shares (December 31, 
2022 – $68 million). The redemption value equals to the carrying value as of June 30, 2023 and December 31, 2022.

NOTE 24. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

The components of and changes in the accumulated other comprehensive income (“AOCI”), and the related tax 
effects, are shown below:

FOR THE PERIODS ENDED JUN. 
30, 2023

US$ MILLIONS

Unrealized 
Appreciation 

(Depreciation) 
on 

Investments

Defined 
Benefit 

Pension 
Plan 

Adjustment

Change in 
Instrument 

Specific 
Credit risk 
for Market 

Risk Benefit

Change in 
Discount 
Rate for 

Liability for 
Future 

Policyholder Other Total

Balance at January 1, 2023    ............. $ (1,018) $ (4) $ (7) $ 507 $ (1) $ (523) 

Other comprehensive income (loss) 
before reclassifications    ....................  408  —  12  (204)  (2)  214 

Amounts reclassified to (from) net 
income      .............................................  20  1  —  —  —  21 

Deferred income tax benefit 
(expense)     .........................................  (21)  —  —  26  —  5 

Balance at March 31, 2023     ............. $ (611) $ (3) $ 5 $ 329 $ (3) $ (283) 

Other comprehensive income (loss) 
before reclassifications    ....................  (303)  2  (22)  86  1  (236) 

Amounts reclassified to (from) net 
income      .............................................  10  —  —  —  —  10 

Deferred income tax benefit 
(expense)     .........................................  14  —  —  (6)  —  8 

Balance at June 30, 2023    ................. $ (890) $ (1) $ (17) $ 409 $ (2) $ (501) 
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FOR THE PERIODS ENDED JUN. 30, 
2022
US$ MILLIONS

Unrealized 
Appreciation 

(Depreciation) 
on 

Investments

Defined 
Benefit 

Pension Plan 
Adjustment

Change in 
Instrument 

Specific 
Credit risk 
for Market 

Risk Benefit

Change in 
Discount 
Rate for 

Liability for 
Future 

Policyholder Other Total

Balance at January 1, 2022    ............ $ 35 $ (5) $ (1) $ (63) $ 1 $ (33) 
Other comprehensive income (loss) 

before reclassifications    .................  (366)  —  (6)  281  3  (88) 
Deferred income tax benefit 

(expense) and other     ......................  78  —  —  (75)  (3)  — 

Balance at March 31, 2022     ............ $ (253) $ (5) $ (7) $ 143 $ 1 $ (121) 
Other comprehensive income (loss) 

before reclassifications    .................  (701)  —  19  251  (3)  (434) 
Amounts reclassified to (from) net 

income      ..........................................  —  —  —  —  —  — 
Deferred income tax benefit 

(expense)     ......................................  39  —  —  (45)  —  (6) 

Balance at June 30, 2022    ................ $ (915) $ (5) $ 12 $ 349 $ (2) $ (561) 

NOTE 25. EARNINGS PER SHARE

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

Three Months Ended Six Months Ended
FOR THE PERIODS ENDED JUN. 30 
(MILLIONS), EXCEPT PER SHARE AMOUNTS 2023 2022 2023 2022
Net income for the period $ 360 $ 25 $ 267 $ 181 
Dividends on Class A junior preferred shares    .............  (28)  (11)  (55)  (11) 

 332 $ 14  212 $ 170 
Attributable to:

Class A exchangeable and Class B shareholders  ......  1  1  2  3 
Class C shareholders  .................................................  334  15  208  169 
Non-controlling interests   ...........................................  (3)  (2)  2  (2) 

Earnings per share per class C share - basic       .......... $ 8.07 $ 0.53 $ 5.04 $ 6.55 

Weighted average shares – Class C shares     .............  41,314,891  28,003,194  41,184,633  25,786,188 

NOTE 26. RELATED PARTY TRANSACTIONS

In the normal course of operations, the Company entered into the transactions below with related parties.

a) Brookfield Reinsurance agreements

The Company has an outstanding equity commitment in the amount of $2.0 billion from Brookfield to fund future 
growth, which the Company may draw on from time to time. As of June 30, 2023, there were no amounts drawn 
under the equity commitment.
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In 2021, the Company entered into a credit agreement with Brookfield (the “Brookfield Credit Agreement”) as 
lender for a three-year revolving credit facility which subsequently increased to $400 million in March 2022. As of 
June 30, 2023, there were no amounts drawn on the credit facilities under the Brookfield Credit Agreement.

The following table reflects the related party agreements and transactions for the six months ended June 30 in the 
statements of operations:

Three Months Ended Six Months Ended
FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS 2023 2022 2023 2022
Credit agreement fees with Brookfield    ................................. $ — $ — $ — $ — 
Support agreement fees with Brookfield     ..............................  —  —  —  — 
Rights agreement fees to Brookfield   .....................................  —  —  —  — 
Administration fees with Brookfield  .....................................  1.7  0.3  3.4  0.5 
Investment management fees to Brookfield Asset 
Management     ..........................................................................  15.0  7.0  30.0  11.0 
Brookfield licensing agreement fees  .....................................  —  —  —  — 
Outsourcing fees paid to Brookfield    .....................................  0.2  0.2  0.9  0.5 
Outsourcing arrangements payable  .......................................  —  0.1  0.3  0.2 

b) Other related party transactions

On March 10, 2020, Brookfield Annuity Corporation ("BAC") entered into lease and building service arrangements 
with Brookfield Properties (Canada) Inc. and BPO Ontario Properties Ltd. (collectively, “BPO”), subsidiaries of 
Brookfield. The amount paid to BPO for the leased office facilities and building maintenance for the six months 
ended June 30, 2023 totaled $0.3 million (June 30, 2022 – $0.3 million). As at June 30, 2023, lease liabilities 
relating to this arrangement were $1 million (June 30, 2022 – $2 million).

During the six month period, subsidiaries of the Company purchased investments of $1.6 billion from Brookfield 
and its subsidiaries. Investment transactions with related parties are accounted for in the same manner as those with 
unrelated parties in the financial statements.

The Company had $339 million of cash on deposit with wholly-owned subsidiaries of Brookfield as at June 30, 
2023 (June 30, 2022 – $70 million).

NOTE 27. SEGMENT REPORTING

The Company's operations are organized into three operating segments: Reinsurance, Direct Insurance and PRT. 
These segments are regularly reviewed by the Company’s chief operating decision maker (“CODM”) for the 
purpose of allocating resources to the segment and to assess its performance. 

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, 
deferred income taxes, and breakage and transaction costs, as well as certain investment and insurance reserve gains 
and losses, including gains and losses related to asset and liability matching strategies and change in market risk 
benefits, and is inclusive of returns on equity invested in certain variable interest entities and the Company’s share 
of adjusted earnings from  investments in certain 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.
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The tables below provide each segment’s results in the format that the CODM reviews its reporting segments to 
make decisions and assess performance. 

FOR THE THREE MONTHS ENDED JUN. 30, 2023
(MILLIONS)

Direct 
Insurance Reinsurance

Pension Risk 
Transfer Total

Net premiums and other policy related 
revenues    .......................................................... $ 709 $ — $ 493 $ 1,202 

Other net investment income, including funds 
withheld    ..........................................................  455  90  49  594 

Segment revenues    ..............................................  1,164  90  542  1,796 
Policyholder benefits, net     ..................................  (590)  —  (527)  (1,117) 
Other insurance and reinsurance expenses     ........  (240)  (59)  —  (299) 
Operating expenses excluding transactions 

costs   ................................................................  (152)  (2)  (5)  (159) 
Interest expense   ..................................................  (24)  (1)  —  (25) 
Current income tax (expense) recovery   .............  (8)  —  —  (8) 
Segment DOE   ...................................................  150  28  10  188 
Depreciation expense   .........................................  (5) 
Deferred income tax expense    .............................  (11) 
Transaction costs   ................................................  (5) 
Net investments gains and losses, including 

funds withheld    ................................................  291 
Unrealized mark to market within insurance 

contracts      .........................................................  (68) 
Other corporate activities   ...................................  (30) 
Net Income     ........................................................ $ 360 
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FOR THE THREE MONTHS ENDED JUN. 30, 2022
(MILLIONS)

Direct 
Insurance Reinsurance

Pension 
Risk 

Transfer Total
Net premiums and other policy related revenues   ............ $ 223 $ — $ 1,010 $ 1,233 
Other net investment income, including funds withheld      101 $ 41  24  166 
Segment revenues        . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  324  41  1,034  1,399 
Policyholder benefit, net      . . . . . . . . . . . . . . . . . . . . . . . .  (170) $ —  (1,026)  (1,196) 
Other insurance and reinsurance expenses   . . . . . . . . . . .  (62) $ (28)  —  (90) 
Operating expenses excluding transactions costs        . . . . .  (44)  (2)  (3)  (49) 
Interest expense       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (5)  (5)  —  (10) 
Current income tax expense      . . . . . . . . . . . . . . . . . . . . . .  1  —  —  1 
Segment DOE       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  44  6  5  55 
Depreciation expense   ......................................................  (3) 
Deferred income tax expense  ..........................................  (7) 
Transaction costs     .............................................................  (20) 
Net investments gains and losses, including funds 

withheld .......................................................................  9 
Other corporate activities, net    .........................................  (9) 
Net Income    ...................................................................... $ 25 

FOR THE SIX MONTHS ENDED JUN. 30, 2023
(MILLIONS)

Direct 
Insurance Reinsurance

Pension 
Risk 

Transfer Total
Net premiums and other policy related revenues      ............. $ 1,431 $ — $ 668 $ 2,099 
Other net investment income, including funds withheld   ..  764  169  92  1,025 
Segment revenues    .............................................................  2,195  169  760  3,124 
Policyholder benefit, net    ..................................................  (1,096)  —  (724)  (1,820) 
Other insurance and reinsurance expenses   .......................  (476)  (113)  (5)  (594) 
Operating expenses excluding transactions costs   .............  (302)  (7)  (10)  (319) 
Interest expense      ................................................................  (47)  (1)  —  (48) 
Current income tax expense  .............................................  (14)  —  —  (14) 
Segment DOE      ................................................................. 260 48 21 329
Depreciation expense    .......................................................  (10) 
Deferred income tax expense   ...........................................  2 
Transaction costs      ..............................................................  (9) 
Net investments gains and losses, including funds 

withheld    ........................................................................  146 
Unrealized mark to market within insurance contracts   ....  (147) 
Other corporate activities, net    ..........................................  (44) 
Net Income   ...................................................................... $ 267 
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FOR THE SIX MONTHS ENDED JUN. 30 2022
(MILLIONS)

Direct 
Insurance Reinsurance

Pension Risk 
Transfer Total

Net premiums and other policy related revenues   ........ $ 223 $ — $ 1,119 $ 1,342 
Other net investment income, including funds 

withheld    ...................................................................  101  94  58  253 
Segment revenues    ........................................................  324  94  1,177  1,595 
Benefits paid on insurance contracts, net     ....................  —  —  —  — 
Policyholder benefits, net  ............................................  (170)  —  (1,165)  (1,335) 
Other insurance and reinsurance expenses     ..................  (62)  (66)  —  (128) 
Changes in deferred acquisition costs    .........................  —  —  —  — 
Operating expenses excluding transactions costs      ........  (44)  (7)  (6)  (57) 
Interest expense   ...........................................................  (5)  (11)  —  (16) 
Current income tax expense   ........................................  1  —  —  1 
Segment DOE   .............................................................. $ 44 10 6 60
Depreciation expense     ..................................................  (3) 
Deferred income tax expense   ......................................  (11) 
Transaction cost   ...........................................................  (24) 
Net investment gains and losses, including funds 

withheld    ...................................................................  107 
Unrealized mark-to-market within insurance 

contracts      ...................................................................  59 
Other corporate activities, net ......................................  (7) 
Net income   .................................................................. $ 181 

Our Reinsurance business is focused primarily on the reinsurance of annuity-based products and transacts with 
direct insurers and other reinsurers. All existing reinsurance contracts are with U.S. based insurance companies. 
Total premium revenues recorded within our Reinsurance segment for the six months ended June 30, 2023 were 
from transactions with two United States ceding companies.

Total premium revenues recorded within our PRT segment for the six months ended June 30, 2023, and 2022 were 
from Canadian and U.S. counterparties. 

Total premium revenues recorded within our Direct Insurance segment for the six months ended June 30, 2023 were 
from transactions with U.S. retail customers. 

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 JUN. 30, 2023
(MILLIONS) Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ 10,713 $ 4,180 $ 32,192 $ 909 $ 47,994 
Liabilities   ..................................  8,892  4,003  28,229  2,324  43,448 
Equity and other      .......................  1,820  177  3,963  (1,414)  4,546 
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AS AT DEC. 31, 2022
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ 9,316 $ 3,420 $ 29,541 $ 1,181 $ 43,458 
Liabilities   ..................................  7,644  3,216  25,786  2,547  39,193 
Equity and other      .......................  1,672  204  3,755  (1,366)  4,265 

1. Other represents assets, liabilities and common equity attributable to other activities that do not constitute a segment.

NOTE 28. FINANCIAL COMMITMENTS AND CONTINGENCIES

Commitments

As at June 30, 2023, subsidiaries of the Company had investment commitment agreements with third parties to the 
maximum of approximately $6.2 billion exclusive of taxes and other operating expenses (December 31, 2022 – 
$5.4 billion). As at June 30, 2023, the total unfunded commitment amounts were $3.0 billion. 

The Company's subsidiary had aggregate commitments at June 30, 2023 to purchase, expand or improve real estate, 
to fund fixed interest rate mortgage loans, and to purchase other invested assets of $1.5 billion of which $0.8 billion 
is expected to be funded in 2023, with the remainder funded in 2024 and beyond. 

In addition, the Company's subsidiary had revolving commitments of $113 million expected to be funded during 
2023 and 2024, and outstanding letters of credit in the amount of $379 million as of June 30, 2023.

Federal Home Loan Bank (FHLB) Agreements

The Company has access to the FHLB’s financial services including advances that provide an attractive funding 
source for short-term borrowing and for access to other funding agreements. As of June 30, 2023, certain municipal 
bonds and collateralized mortgage obligations with a fair value of approximately $10 million and commercial 
mortgage loans of approximately $1.1 billion were on deposit with the FHLB as collateral for borrowing. As of 
June 30, 2023, the collateral provided borrowing capacity of approximately $745 million. The deposited securities 
and commercial mortgage loans are included in the Company’s statements of financial position within available-for-
sale fixed maturity securities and mortgage loans on real estate, net of allowance, respectively.

Litigation

American National and certain subsidiaries are defendants in various lawsuits concerning alleged breaches of 
contracts, various employment matters, allegedly deceptive insurance sales and marketing practices, and 
miscellaneous other causes of action arising in the ordinary course of operations. Certain lawsuits include claims for 
compensatory and punitive damages. We provide accruals for these items to the extent we deem the losses probable 
and reasonably estimable. After reviewing these matters with legal counsel, based upon information presently 
available, management is of the opinion that the ultimate resultant liability, if any, would not have a material adverse 
effect on the Company's statements of financial position, liquidity or results of operations; however, assessing the 
eventual outcome of litigation necessarily involves forward-looking speculation as to judgments to be made by 
judges, juries and appellate courts in the future.

Such speculation warrants caution, as the frequency of large damage awards, which bear little or no relation to the 
economic damages incurred by plaintiffs in some jurisdictions, continues to create the potential for an unpredictable 
judgment in any given lawsuit. These lawsuits are in various stages of development, and future facts and 
circumstances could result in management changing its conclusions. It is possible that, if the defenses in these 
lawsuits are not successful, and the judgments are greater than management can anticipate, the resulting liability 
could have a material impact on our condensed consolidated financial position, liquidity, or results of operations. 
With respect to the existing litigation, management currently believes that the possibility of a material judgment 
adverse to American National is remote. Accruals for losses are established whenever they are probable and 
reasonably estimable. If no one estimate within the range of possible losses is more probable than any other, an 
accrual is recorded based on the lowest amount of the range.
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NOTE 29. SUBSEQUENT EVENTS

Subsequent to quarter end, the Company entered into a definitive agreement to acquire all of the outstanding shares 
of common stock of American Equity Investment Life Holdings Company (“AEL”), valued at $4.3 billion. Each 
AEL shareholder will receive $55.00 per AEL share, consisting of $38.85 in cash and 0.49707 of a Brookfield Asset 
Management Ltd (“BAM”) class A limited voting shares having a value equal to $16.15, subject to adjustment 
related to changes in share price of BAM.
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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”) covers the financial position as of June 30, 2023 and 
December 31, 2022 and the results of operations for the three and six months ended June 30, 2023, and 2022. Unless 
the context requires otherwise, when used in this MD&A, the terms “we”, “us”, “our”, or the “Company” means 
Brookfield Reinsurance Ltd. together with all of its subsidiaries and the term “Brookfield” means Brookfield 
Corporation, its subsidiaries and controlled companies and any investment fund sponsored, managed or controlled 
by Brookfield Corporation 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”. 

The information in this MD&A should be read in conjunction with the Unaudited Condensed Consolidated Financial 
Statements (“the financial statements”) as of June 30, 2023 and for the three and six months ended June 30, 2023, 
and 2022 and the annual audited financial statements for the year ended December 31, 2022 that were filed on Form 
6K with the SEC on June 28, 2023. Interim operating results for the three and six months ended June 30, 2023 are 
not necessarily indicative of the results expected for the entire year.

Overview of Our Business

Our Company is an exempted company limited by shares incorporated under the laws of Bermuda on December 10, 
2020. 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.”), North End Re 
(Cayman) SPC (“NER SPC”), Brookfield Annuity Company (“BAC”) and American National Group, LLC. 
(“American National”). 

Our Company operates a leading capital solutions business providing insurance and reinsurance services to 
individuals and institutions. Through its operating subsidiaries, our Company offers a broad range of insurance 
products and services, including life insurance and annuities, and personal and commercial property and casualty 
insurance. Our business is presently conducted through our subsidiaries under three operating segments, which we 
refer to as our Direct Insurance, Reinsurance, and Pension Risk Transfer (“PRT”) businesses. The principal 
operating entities of the company generally maintain their own independent management and infrastructure. Refer to 
the “Lines of Business” section of the MD&A for further details on our operating segments' business. 
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Controls and Procedures

The Chief Executive Officer and the Chief Financial Officer have evaluated the effectiveness of the design and 
operation of the Company’s disclosure controls and procedures as of the end of the period covered by this report. 
During the second quarter of 2023, the Company implemented and modified certain internal controls over financial 
reporting relating to the adoption and ongoing operation of ASU 2018-12, Financial Services - Insurance (Topic 
944): Targeted Improvements to the Accounting for Long-Duration Contracts.

Based on that evaluation, the Chief Executive Officer and the Chief Financial Officer concluded that these 
disclosure controls and procedures were effective. There was no change in the Company’s internal control over 
financial reporting during the quarter ended June 30, 2023, that has materially affected, or is reasonably likely to 
materially affect, the Company’s internal control over financial reporting besides those related to Long Duration 
Targeted Improvements ("LDTI"). The following financial data is derived from our financial statements that are 
prepared in accordance with accounting principles generally accepted in the United States of America ("GAAP"). 
Non-GAAP 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.

Key Financial Data

The following table presents key financial data of the Company:

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS

Three Months Ended Six Months Ended
2023 2022 2023 2022

Total assets   ........................................................... $ 47,994 $ 40,700 $ 47,994 $ 40,700 
Net income  ...........................................................  360  25  267  181 
Adjusted equity1

  ...................................................  5,047  4,501  5,047  4,501 
Distributable Operating Earnings1,2......................  160  46  305  59 

1. Distributable operating earnings and adjusted equity are Non-GAAP measures. See "Reconciliation of Non-GAAP Measures".
2. Distributable operating earnings for the three months and six months ended June 30, 2023 is inclusive of net expenses of $27 million and 

$53 million relating to activities outside of our three operating segments, respectively (2022 – $9 million and $1 million, respectively).
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Operating Results and Financial Review

CONSOLIDATED RESULTS OF OPERATIONS

The following table summarizes the financial results of our business for the three and six months ended June 30, 
2023 and 2022:

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS

Three Months Ended Six Months Ended
2023 2022 2023 2022

Net premiums     ................................................................................ $ 1,099 $ 1,201 $ 1,899 $ 1,310 
Other policy revenue      .....................................................................  103  31  200  31 
Net investment income   .................................................................  440  195  840  251 
Investment related gains (losses), net      ............................................  292  (135)  186  (107) 
Net investment results from funds withheld    ..................................  106  (12)  118  73 
Total revenues   ..............................................................................  2,040  1,280  3,243  1,558 

Policyholder benefits and claims incurred  .....................................  (1,133)  (1,148)  (1,875)  (1,253) 
Interest sensitive contract benefits   .................................................  (316)  (18)  (557)  (36) 
Commissions for acquiring and servicing policies    ........................  (213)  (62)  (393)  (62) 
Net change in deferred policy acquisition costs    ............................  250  18  362  38 
Change in fair value of market risk benefit    ...................................  14  55  8  67 
Other reinsurance expenses   ...........................................................  (23)  (10)  (37)  (14) 
Operating expenses   ........................................................................  (186)  (75)  (362)  (92) 
Interest expense     .............................................................................  (60)  (18)  (120)  (23) 
Total benefits and expenses      ........................................................  (1,667)  (1,258)  (2,974)  (1,375) 

Net income before income taxes   .................................................  373  22  269  183 
Income tax recovery (expense)      ......................................................  (13)  3  (2)  (2) 
Net income  for the period     .......................................................... $ 360 $ 25 $ 267 $ 181 

Three Months Ended June 30, 2023 vs. 2022

For the three months ended June 30, 2023, we reported net income of $360 million, compared to net income of  
$25 million in the prior year quarter primarily due to contributions from our acquisition of American National, 
higher investment related gains, as well as growth in our investment portfolio and higher spread earnings from 
investment repositioning into higher yielding investments.

We completed a record level of sales during the quarter, representing over $3 billion of new policies. Sales represent 
gross new policies written, and include new policies that are not considered premium revenues for the purposes of 
GAAP. Net premiums were $1.1 billion for the quarter, largely in line with the prior year quarter. Contributions 
from our acquisition of American National were offset by lower PRT premiums. During the quarter, the Company 
closed 26 PRT deals with premiums of $530 million, compared to 7 PRT deals with premiums of $1.0 billion in the 
prior year quarter. 

Net investment income was $440 million in the quarter, compared to $195 million in the prior year quarter, driven 
by increased spread earnings from growth in our investment portfolio and capital redeployed into higher yielding 
assets, particularly from available-for-sale fixed maturity securities which generated $216 million in the current 
quarter, compared to $84 million in the prior year quarter.

The Company had net investment related gains of $292 million in the quarter, compared to a loss of $135 million in 
the prior year quarter, mainly driven by higher unrealized mark-to-market gains on equity securities of $245 million 
in the current quarter.
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Net investment results from funds withheld was $106 million in the quarter, compared to a loss of $12 million in the 
prior year quarter. This improvement is primarily driven by mark-to-market gains on the embedded derivative in our 
modified coinsurance ("modco") reinsurance treaties as a result of changes in interest rate, compared to mark-to-
market losses in the comparative period. During the quarter, we had interest income of $70 million, compared to 
$36 million in the prior year quarter. 

Interest sensitive contract benefits represent interest credited to policyholders' account balances from our investment 
contracts with customers, as well as amortization of deferred revenue. Commissions for acquiring and servicing 
policies represent sales commission payments or incremental costs of obtaining the contract that are amortized over 
the contract term subsequent to the initial capitalization. During the quarter, interest sensitive contract benefits and 
commissions for acquiring and servicing policies increased by $298 million and $151 million, respectively, 
primarily driven by the increase in sales and premiums from the prior quarter.

Change in fair value of market risk benefit represents the mark-to-market movements of our liability based on 
protection to the policyholder from capital market risk. The gain of $14 million in the period is primarily due to 
change in interest rate used in the valuation of these liabilities.

Operating expenses were $186 million in the current quarter compared to $75 million in the prior year quarter, 
mainly as a result of the acquisition of American National which incurred $152 million of operating costs in the full 
quarter of 2023, compared to $44 million in the prior year quarter as the transaction closed in May of 2022. The 
increase is also partly related continued growth of the business with higher additional personnel, professional 
services and transaction expenses. 

The increase of $42 million of interest expense on borrowings in the current quarter primarily relates to incurring a 
full quarter of expense on our subsidiary borrowings, particularly non-recourse acquisition financing issued at 
American National.

During the quarter, Distributable Operating Earnings increased by $114 million to $160 million. The increase was 
driven by a full quarter of contributions from American National, as well as higher net investment income within our 
PRT and Reinsurance businesses as we continued to redeploy our capital into higher yielding investments within the 
portfolios.

Six Months Ended June 30, 2023 vs. 2022

For the six months ended June 30, 2023, we reported net income of $267 million, compared to net income of 
$181 million in the prior year period primarily due to growth in the business, redeployment of capital into higher 
yielding investments and unrealized mark-to-market gains on investments and derivatives.

Net premiums were $1.9 billion for the six months ended, compared to $1.3 billion in the same period in 2022. The 
increase is mainly due to contribution of $1.4 billion in the six months ended June 30, 2023 from the aforementioned 
acquisition of American National which closed in May 2022, compared to $223 million in the prior period.

Net investment income increased by $589 million for the six months ended June 30, 2023, relative to the same 
period in 2022, driven by the growth in our investment portfolio and capital redeployed into higher yielding assets, 
particularly from our available-for-sale fixed maturity securities which generated $420 million in the current period, 
compared to $107 million in the prior period.

Investment related gains (losses), net was a gain of $186 million in the first six months of 2023, compared to a loss 
of $107 million in the prior year period, mainly due to unrealized mark-to-market movements on our equity 
securities of $156 million in the current period compared to a loss of $25 million in the prior period.

Net investment results from funds withheld increased by $45 million in the first six months of 2023 compared to the 
same period in 2022. The increase was driven by higher interest income from the growth in our reinsurance 
business. These increases were partially offset by negative mark-to-market movement in the embedded derivative 
due to a decrease in rates in 2023. 
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During the period, interest sensitive contract benefits and commissions for acquiring and servicing policies increased 
by $521 million and $331 million, respectively. The increases are driven by higher sales and a larger policyholders' 
account balance. 

Change in fair value of market risk benefit represents the mark-to-market movements of our liability based on 
protection to the policyholder from capital market risk. The gain of $8 million in the period is primarily due to 
movements in interest rates used in the valuation of these liabilities.

Operating expenses were $362 million in the first six months of 2023, compared to $92 million in the prior year 
period, mainly as a result of the acquisition of American National which contributed $302 million in the current 
period, compared to $44 million in the prior period, as well as additional personnel and professional services 
expenses related to the growth of our business.

The increase of $97 million of interest expense on borrowings from prior year is primarily due to increased interest 
on subsidiary borrowings related to the acquisition of American National, which occurred at the end of May 2022.

During the period, Distributable Operating Earnings increased by $246 million to $305 million. The increase was 
primarily due to contributions from American National and net investment income on our investments. DOE also 
benefited from new business and spread earnings within our PRT and Reinsurance businesses as we made progress 
redeploying the investments within the portfolios.
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CONSOLIDATED FINANCIAL POSITION

Comparison as at June 30, 2023 and December 31, 2022

The following table summarizes the financial position as at June 30, 2023 and December 31, 2022:

AS AT 
US$ MILLIONS, EXCEPT SHARE DATA 2023 2022
Assets
Investments ............................................................................................................................... $ 32,358 $ 30,295 
Cash and cash equivalents   ........................................................................................................  2,893  2,145 
Accrued investment income    .....................................................................................................  285  341 
Deferred policy acquisition costs    .............................................................................................  1,986  1,585 
Reinsurance funds withheld     .....................................................................................................  6,540  5,812 
Premiums due and other receivables    ........................................................................................  541  436 
Deferred tax asset     .....................................................................................................................  489  490 
Reinsurance recoverables, net   ..................................................................................................  627  589 
Property and equipment, net of accumulated depreciation     ......................................................  160  194 
Other assets    ..............................................................................................................................  849  405 
Goodwill     ..................................................................................................................................  121  121 
Separate account assets  1,145  1,045 
Total assets    ..............................................................................................................................  47,994  43,458 

Future policy benefits     ...............................................................................................................  8,863  8,011 
Policyholders' account balances   ...............................................................................................  23,018  20,141 
Policy and contract claims   ........................................................................................................  1,868  1,786 
Deposit liabilities  ......................................................................................................................  1,632  1,657 
Market risk benefit    ...................................................................................................................  131  124 
Unearned premium reserve     ......................................................................................................  1,150  1,086 
Due to related parties ................................................................................................................  525  241 
Other policyholder funds     ..........................................................................................................  316  322 
Notes payable  ...........................................................................................................................  158  151 
Corporate borrowings     ...............................................................................................................  1,740  2,160 
Subsidiary borrowings ..............................................................................................................  1,494  1,492 
Liabilities issued to reinsurance entities   ...................................................................................  217  151 
Other liabilities     .........................................................................................................................  1,191  826 
Separate account liabilities     .......................................................................................................  1,145  1,045 
Total liabilities   ........................................................................................................................  43,448  39,193 

Redeemable junior preferred shares    .........................................................................................  2,635  2,580 

Equity
Class A exchangeable, Class B, and Class C shares   ................................................................  1,926  1,890 
Retained earnings   ....................................................................................................................  477  310 
Accumulated other comprehensive income (loss), net of taxes       ..............................................  (501)  (523) 
Non-controlling interests   ..........................................................................................................  9  8 
Total equity       .............................................................................................................................  1,911  1,685 
Total liabilities, mezzanine equity, and equity     .................................................................... $ 47,994 $ 43,458 
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June 30, 2023 vs. December 31, 2022

Total assets increased by $4.5 billion during the quarter to $48.0 billion.

Cash and cash equivalent increased by $748 million during the period. For further information, refer to "Liquidity 
and Capital Resources" section of the MD&A and our Consolidated Statements of Cash Flows.

Total investments increased by $2.1 billion over the period, primarily as a result of deployment of capital from new 
annuity sales and premiums in the first six months in the year, as well as partial recovery in the market value of 
equity securities.

Deferred acquisition costs are capitalized costs that are directly related to writing new policyholder contracts.  
During the quarter, the balance increased by $401 million mainly as a result of new insurance contracts entered with 
policyholders which contributed to an increase of $694 million, partially offset by amortization of $293 million.

Reinsurance funds withheld increased by $728 million over the quarter, primarily as a result of flow premiums 
received in the current period, partially offset by mark-to-market adjustments on the total return swap due to the 
impact of decreasing interest rates over the period on our shorter duration asset portfolio.

Reinsurance recoverables are estimated amounts due to the Company from reinsurers or cedants, related to paid and 
unpaid ceded claims and expenses, and are presented net of reserves for collectability. The amount increased by   
$38 million in the period primarily as a result of increased sales.

Other assets were $849 million at the end of the quarter, compared to $405 million at year-end. The balance 
primarily includes intangible assets and prepaid pension receivables from related parties, and increased mainly due 
to higher market risk benefits and current tax assets during the quarter.

Separate account assets and liabilities are funds that are held separate from the general assets and liabilities of the 
Company, and both increased by $100 million since the year-end mainly due to net realized gains of underlying 
assets of $114 million and $38 million of policyholder deposits, partially offset by $58 million of policyholder 
benefits and withdrawals. 

Future policy benefits and policyholder account balances increased by $3.7 billion during the period due to new 
contracts written across our operations, partially offset by settlements in the quarter.

Corporate and subsidiary borrowings decreased by $418 million during the period, primarily as a result of the    
$500 million repayment of the Company's 364-day secured facility in April 2023.

In the prior year, we issued junior preferred shares to Brookfield which are redeemable by the Company at any time 
at the issuance price plus accumulated and unpaid dividends. 

Lines of Business

Direct Insurance

American National became the platform for our Direct insurance line, providing insurance in the following 
segments: direct origination of life, annuity, and property and casualty.

Life Insurance

Whole Life. Whole life products provide a guaranteed benefit upon the death of the insured in return for the periodic 
payment of a fixed premium over a predetermined period. Premium payments may be required for the entire life of 
the contract, to a specified age or a fixed number of years, and may be level or change in accordance with a 
predetermined schedule. Whole life insurance includes some policies that provide a participation feature in the form 
of dividends. Policyholders may receive dividends in cash or apply them to increase death benefits or cash values 
available upon surrender, or reduce the premiums required to maintain the contract in-force.
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Universal Life. Universal life insurance products provide coverage through a contract that gives the policyholder 
flexibility in premium payments and coverage amounts. Universal life products may allow the policyholder, within 
certain limits, to increase or decrease the amount of death benefit coverage over the term of the contract and to 
adjust the frequency and amount of premium payments. Universal life products are interest rate sensitive, and we 
determine the interest crediting rates during the contract period, subject to policy specific minimums. An equity-
indexed universal life product is credited with interest using a return that is based, in part, on changes in an index, 
such as the Standard & Poor’s 500 Index (“S&P 500”), subject to a specified minimum.

Variable Universal Life. Variable universal life products provide insurance coverage on a similar basis as universal 
life, except that the policyholder bears the investment risk because the value of the policyholder’s account balance 
varies with the investment experience of the securities selected by the policyholder held in the separate account.

Credit Life Insurance. Credit life insurance products are sold in connection with a loan or other credit account. 
Credit life insurance products are designed to pay the lender the borrower’s remaining debt on a loan or credit 
account if the borrower dies during the coverage period.

Annuities 

Deferred Annuities. A deferred annuity is an asset accumulation product. Deposits are received as a single premium 
deferred annuity or in a series of payments for a flexible premium deferred annuity. Deposits are credited with 
interest at our determined rates subject to policy minimums. For certain limited periods of time, usually from one to 
ten years, interest rates are guaranteed not to change. Deferred annuities usually have surrender charges that begin at 
issue and reduce over time and may have market value adjustments that can increase or decrease any surrender 
value. An equity-indexed deferred annuity is credited with interest using a return that is based, in part, on changes in 
an index, such as the S&P 500, subject to a specified minimum.

Single Premium Immediate Annuity (“SPIA”). A SPIA is purchased with one premium payment, providing periodic 
(usually monthly or annual) payments to the annuitant for a specified period, such as for the remainder of the 
annuitant’s life. Return of the original deposit may or may not be guaranteed, depending on the terms of the annuity 
contract.

Variable Annuities. With a variable annuity, the policyholder bears the investment risk because the value of the 
policyholder’s account balance varies with the investment experience of the separate account investment options 
selected by the policyholder. Our variable annuity products have no guaranteed minimum withdrawal benefits. This 
product accounts for less than 1% of our annuity business. 

Property and Casualty

Personal Lines. Personal lines include insurance policies sold to individuals for auto, homeowners, and other similar 
exposures. Auto insurance covers specific risks involved in owning and operating an automobile. Homeowner 
insurance provides coverage that protects the insured owner’s property against loss from perils. Other personal 
insurance provides coverage for property such as boats, motorcycles and recreational vehicles, and umbrella 
protection coverage.

Commercial Lines. Commercial lines are primarily focused on providing insurance to agricultural related operations 
and small to midsize businesses. This includes property and casualty coverage tailored for a farm, ranch, or other 
agricultural-related businesses. Commercial auto insurance is typically issued in conjunction with the sale of our 
policies covering farms, ranches, and businesses and covers specific risks involved in owning and operating motor 
vehicles. Business owners' property and liability insurance, workers' compensation insurance, and other commercial 
insurance encompassing umbrella protection coverage and other liability coverages, are also offered.
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Specialty Markets. Specialty Markets products include renters, mortgage security, aviation, private flood, and credit 
insurance. Credit insurance provides protection to borrowers and the creditors that extend credit to them against 
unpaid indebtedness as a result of death, disability, involuntary unemployment, or untimely loss to the collateral 
securing a personal or mortgage loan.

• Collateral or Creditor Protection Insurance (“CPI”). CPI provides insurance against loss, expense to recover, or 
damage to personal property pledged as collateral (typically automobiles and homes) resulting from fire, 
burglary, collision, or other loss occurrence that would either impair a creditor’s interest or adversely affect the 
value of the collateral. The coverage is purchased from us by the lender according to the terms of the credit 
obligation and charged to the borrower by the lender when the borrower fails to provide the required insurance.

• Guaranteed Auto Protection or Guaranteed Asset Protection (“GAP”). GAP insures the excess outstanding 
indebtedness over the primary property insurance benefits that may occur when there is a total loss to or an 
unrecovered theft of the collateral. GAP can be written on a variety of assets that are used as collateral to secure 
credit; however, it is most commonly written on automobiles.

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. 

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). 
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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.”). As of the date of this MD&A, our subsidiaries have reinsurance and 
retrocession agreements with two third parties to reinsure a block of U.S. annuities and fixed indexed annuities. 

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 in Canada and the United States. Our Canadian 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. Under American National, we also operate a 
U.S. PRT business, which became licensed during 2022 and successfully completed its first PRT transaction in 
December 2022. Our North American PRT businesses are led by a team of experts in group annuities, pensions, 
insurance and investments.

SEGMENT REVIEW

The Company's operations are organized into three operating segments: Direct Insurance, Reinsurance, and PRT.

We measure operating performance primarily using DOE which measures our ability to acquire net insurance assets 
at a positive margin, and invest these assets at a return that is greater than the cost of policyholder liabilities. 
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Direct Insurance

The following table presents Distributable Operating Earnings of our Direct Insurance segment for the three and six 
months ended June 30, 2023 and 2022:

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS

Three Months Ended Six Months Ended
2023 2022 2023 2022

DOE      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 150 $ 44 $ 260 $ 44 

Comparison of the three and six months ended June 30, 2023 and 2022 

DOE within our Direct Insurance business represents contribution from our direct origination annuity, life, P&C and 
health businesses operated by American National, which was acquired in the second quarter of 2022. We benefited 
from strong contributions from our life and annuities business and the continued repositioning of investments into 
higher yielding investments. The benefits were partly offset by higher homeowner's catastrophic ("CAT") losses 
from severe storms. DOE related to our Direct Insurance business also includes financing costs associated with 
subsidiary borrowings and corporate overhead directly related to the segment.

Reinsurance

The following table presents Distributable Operating Earnings of our Reinsurance segment for the three and six 
months ended June 30, 2023 and 2022:

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS

Three Months Ended Six Months Ended
2023 2022 2023 2022

DOE      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 28 $ 6 $ 48 $ 10 

Comparison of the three and six months ended June 30, 2023 and 2022

DOE within our Reinsurance business increased to $28 million in the quarter, primarily as a result of increase in 
interest income of $11 million due to market rates and deployment of capital. During the quarter, we recorded flow 
premiums on our reinsurance treaty with AEL of approximately $650 million, bringing total premiums reinsured 
under the treaty to approximately $7 billion of premiums to-date. DOE also benefited from rising interest rates over 
the last twelve months and the redeployment of assets into higher yielding investments in the period.

Pension Risk Transfer

The following table presents Distributable Operating Earnings of our PRT segment for the three and six months 
ended June 30, 2023 and 2022:

FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS

Three Months Ended Six Months Ended
2023 2022 2023 2022

DOE      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10 $ 5 $ 21 $ 6 

Comparison of the three and six months ended June 30, 2023 and 2022

During the quarter, the Company closed 8 PRT deals in the Canadian market and 18 PRT deals in the US market 
(2022 – 7), representing $530 million (2022 – $1 billion) of premiums. The increase in DOE from the prior year was 
a result of more business closed over the last twelve months, as well as higher investment income due to 
redeployment of assets into higher yielding investments.
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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. We proactively manage our liquidity 
position to meet liquidity needs and continue to develop relationships with lenders who provide borrowing capacity 
at competitive rates, 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 
corporate liquidity for the periods noted below consisted of the following:

AS AT JUN. 30, 2023 AND DEC. 31, 2022
US$ MILLIONS 2023 2022
Cash and cash equivalents    ................................................................................. $ 415 $ 784 
Liquid financial assets      .......................................................................................  228  241 
Undrawn credit facilities    ....................................................................................  533  544 
Total Corporate liquidity1

   ............................................................................... $ 1,176 $ 1,569 
1. See “Performance Measures used by Management”.

As of the date of this MD&A, our liquidity is sufficient to meet our present requirements for the foreseeable future. 
In June 2021, 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 
$400 million credit facility in addition to our $550 million revolving credit facility with external banks. 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. As of the date of this MD&A, there were no amounts drawn on the Brookfield facility.

Today, we have significant liquidity within our insurance portfolios, giving us flexibility to invest in a rising rate 
environment and secure attractive investment opportunities. In addition to a portfolio of highly liquid financial 
assets, our operating companies have additional access to the liquidity from sources such as the Federal Home Loan 
Bank (“FHLB”) within our direct insurance business and short-term repurchase agreements within our pension risk 
transfer business to manage market exposure between the timing of transaction agreements being entered into and 
the receipt of assets. As at June 30, 2023, the Company had drawn $56 million of a total $1.0 billion of 
commitments available relating to these programs.

Liquidity within our operating subsidiaries may be restricted from time to time due to regulatory constraints. As at 
June 30, 2023, the company's cash and cash equivalents included $415 million of unrestricted cash resources that 
can be deployed to fund corporate activities as needed. 

AS AT JUN. 30, 2023 AND DEC. 31, 2022
US$ MILLIONS 2023 2022
Cash and cash equivalents    ................................................................................. $ 2,893 $ 2,145 
Liquid financial assets      .......................................................................................  15,772  17,769 
Undrawn credit facilities    ....................................................................................  533  544 
Total liquidity1

   .................................................................................................. $ 19,198 $ 20,458 
1. See “Performance Measures used by Management”.
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Comparison of the three and six months ended June 30, 2023 and 2022

The following table presents a summary of our cash flows and ending cash balances for the three and six months 
ended June 30, 2023 and 2022:

FOR THE SIX MONTHS ENDED JUN. 30
US$  MILLIONS 2023 2022
Operating activities   ...................................................................................................... $ 762 $ 389 
Investing activities   .......................................................................................................  (1,560)  (3,954) 
Financing activities   ......................................................................................................  1,545  5,257 
Cash and cash equivalents

Cash and cash equivalents, beginning of the period   ...............................................  2,145  393 
Net change during the period  ..................................................................................  747  1,692 
Foreign exchange on cash balances held in foreign currencies     ..............................  1  (1) 

Cash and cash equivalents, end of the period  ......................................................... $ 2,893 $ 2,084 

Operating Activities

For the six months ended June 30, 2023, we generated $762 million of cash from operating activities compared to 
$389 million during 2022, mainly driven by interest and dividend income of $493 million received from our 
investment portfolios in the current period as well as premiums written from new flow reinsurance and PRT 
transactions.

Investing Activities

For the six months ended June 30, 2023, we reinvested liquid short term and fixed maturity investments that matured 
during the period and we deployed over $3 billion into new higher-yielding investments within our insurance 
operating subsidiaries' portfolios. These investments were primarily funded by new premiums and the sales and 
maturities of liquid securities. The purchase and sales, net of maturities, resulted in net deployment of $1.6 billion of 
cash from investing activities, compared to net deployment of $4.0 billion in the prior year period, which was mostly 
as a result of the acquisition of American National in May 2022.

Financing Activities

For the six months ended June 30, 2023, we received $1.5 billion of cash from financing activities, compared to 
$5.3 billion received in the same period in 2022. The proceeds in the current year period were mainly as a result of 
$1.6 billion net payments received on policyholders' account deposits policyholders’ account deposits and an 
increase of $268 million in our related party payables, partially offset by the net repayment of $420 million on our 
borrowings.

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 June 30, 2023, our common equity was $1.9 billion and our adjusted equity was $5.0 billion. Adjusted Equity 
represents the total economic equity of our Company through its Class A, B, and C shares and the Junior Preferred 
Shares issued by our Company, excluding accumulated other comprehensive income. Refer to discussion on Non-
GAAP Measures.
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Included in equity and adjusted equity was approximately $180 million invested in Canadian dollars. As at June 30, 
2023, we had a notional $2.6 billion (December 31, 2022 – $2.8 billion) of foreign exchange forward contracts in 
place to hedge against foreign currency risk. 

For additional information, see Note 9, “Derivative Instruments” of the financial statements.

Future Capital Obligations and Requirements

Subsidiaries of the Company have investment commitment agreements to the maximum of $6.2 billion exclusive of 
taxes and other operating expenses (December 31, 2022 – $5.4 billion). As at June 30, 2023, $3.0 billion was funded 
(December 31, 2022 – $2.6 billion). The amounts are recognized as loans and receivables, unrated bonds and private 
equity investments.

For additional information, see Note 28, “Financial commitments and contingencies” of the financial statements.

The following is the maturity by year on corporate borrowings and subsidiary borrowings:

Payments due by year

AS AT JUN. 30 2023
US$ MILLIONS Total

Less than 1
 year 1- 3 years 4 - 5 years

More than 5 
years

Corporate borrowings   .................................... $ 1,740 $ 1,323 $ — $ 417 $ — 
Subsidiary borrowings    ...................................  1,494  —  —  997  497 

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 and American National are 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 capital requirements as at June 30, 2023 and 
December 31, 2022.
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Brookfield 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. A summary of Brookfield’s three months 
ended June 30, 2023 operating results is provided below:

Three months ended Six months ended
FOR THE PERIOD ENDED JUN. 30
US$ MILLIONS 2023 2022 2023 2022

Revenues     ........................................................... $ 23,668 $ 23,256 $ 46,965 $ 45,138 
Net income      .......................................................  1,512  1,475  1,936  4,435 

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 as 
a whole. In addition to carefully considering the disclosure made in this MD&A, you should carefully consider the 
disclosure made by Brookfield in its continuous disclosure filings. Copies of the Brookfield’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 

As a financial services business providing capital based solutions to the insurance industry, we are affected by 
numerous factors, including global economic and financial market conditions. Price fluctuations within equity, 
credit, commodity and foreign exchange markets, as well as interest rates, which may be volatile and mixed across 
geographies, can significantly impact the performance of our business. We also monitor factors such as consumer 
spending, business investment, the volatility of capital markets, interest rates, unemployment and the risk of 
inflation or deflation, which affect the business and economic environment and, in turn, impact the demand for the 
type of financial and insurance products offered by our business. We believe the following current trends present 
significant opportunities for us to grow our business. 

• Financial market volatility and dislocations across asset classes favor insurers with diverse investment 
portfolios and access to alternative credit. Insurers primarily invest in public market fixed income products 
and are exposed to public market valuations. Insurers with an ability to diversify investment portfolios to 
include alternative and private credit assets provide more favorable investment performance. 

• 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, and given the prevailing market environment, are looking to partner with organizations like ours that can 
provide solutions to address capital needs.
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Market Risk

Our statements of financial position within our financial statements 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. 

Interest Rate Risk

Interest rates currently increased in many jurisdictions in which we operate in 2023 but remain at relatively low 
levels by historical standards. The company’s asset liability management practices and interest rate risk management 
allows the company to mitigate the impact of interest rate volatility on the business. However, sudden or unexpected 
changes 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. 

Other Price Risk

Other price risk is the risk of variability in fair value due to movements in equity prices or other market prices such 
as commodity prices and credit spreads.

The Company's exposure to the equity markets is managed by sector and individual security and is intended to track 
the S&P 500 with minor variations. The Company mitigates the equity risk by diversification of the investment 
portfolio.

The Company also has equity risk associated with the equity-indexed life and annuity products the Company issues. 
The Company has entered into derivative transactions, primarily over-the-counter equity call options, to hedge the 
exposure to equity-index changes.

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.
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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 financial statements.

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. 

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. 

Critical Accounting 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. Refer to Critical Accounting Estimates 
in the financial statements for the year ended December 31, 2022 filed with the SEC on June 28th, 2023. 
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Performance Measures Used by Management

To measure performance, we focus on net income and total assets, as well as certain non-GAAP measures, including 
Distributable Operating Earnings and Adjusted Equity. In addition, we provide certain metrics such as Total 
Corporate Liquidity and Total Liquidity which we believe are useful to investors to provide additional insights into 
assets within the business available for redeployment. Refer to the “Segment Review” section of this MD&A for 
further discussion on our performance measures for the three and six months ended June 30, 2023 and 2022.

Non-GAAP Measures

We regularly monitor certain Non-GAAP 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-GAAP financial measures are provided as 
supplemental information to the financial measures presented in this MD&A that are calculated and presented in 
accordance with GAAP. These Non-GAAP measures are not comparable to GAAP and may not be comparable to 
similarly described Non-GAAP measures reported by other companies, including those within our industry. 
Consequently, our Non-GAAP measures should not be evaluated in isolation, but rather, should be considered 
together with the most directly comparable GAAP measure in our consolidated financial statements for the years 
presented. The Non-GAAP 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 GAAP. 

Distributable Operating Earnings

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, 
deferred income taxes, and breakage and transaction costs, as well as certain investment and insurance reserve gains 
and losses, including gains and losses related to asset and liability matching strategies and change in market risk 
benefits, and is inclusive of returns on equity invested in certain variable interest entities and our share of adjusted 
earnings from our investments in certain 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 GAAP. Distributable Operating Earnings is therefore 
unlikely to be comparable to similar measures presented by other issuers. 

We believe our presentation of Distributable Operating Earnings 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.

Adjusted Equity

Adjusted Equity represents the total economic equity of our Company through its Class A, B, and C shares and the 
Junior Preferred Shares issued by our Company, excluding accumulated other comprehensive income. We use 
Adjusted Equity to assess our return on our equity.
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The followings contain further details regarding our use of our Non-GAAP measures, as well as a reconciliation of 
net income and total equity to these measures:

Reconciliation of Non-GAAP Measures

The following table reconciles our net income to Distributable Operating Earnings:

Three Months Ended Six Months Ended
FOR THE PERIODS ENDED JUN. 30
US$ MILLIONS 2023 2022 2023 2022
Net income     .................................................................. $ 360 $ 25 $ 267 $ 181 
Net investment gains and losses, including funds 
withheld .......................................................................  (313)  190  (168)  92 
Mark-to-market on insurance contracts and other net 
assets   ............................................................................  92  (165)  189  (218) 
Deferred income tax expense   ......................................  11  7  (2)  11 
Transaction costs   .........................................................  5  20  9  24 
Equity accounted (income) loss...................................  —  (34)  —  (34) 
Depreciation    ................................................................  5  3  10  3 
Distributable Operating Earnings   ................................ $ 160 $ 46 $ 305 $ 59 

The following table reconciles our equity to Adjusted Equity:

AS AT JUN. 30
US$ MILLIONS 2023 2022
Total equity    ....................................................................................................................... $ 1,911 $ 1,470 
Add:

Accumulated Other Comprehensive Loss (Income) ......................................................  501  561 
Junior preferred shares    ...................................................................................................  2,635  2,470 

Adjusted equity   ................................................................................................................. $ 5,047 $ 4,501 

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'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 terminology such as “plans”, “targets”, 
“expects” or “does not expect”, “is expected”, “an opportunity exists”, “budget”, “scheduled”, “estimates”, 
“forecasts”, “intends”, “anticipates” or “does not anticipate” or “believes”, or variations of such words and phrases 
or state that certain actions, events or results “may”, “could”, “would”, “might”, “will” or “will be taken”, “occur” or 
“be achieved”.

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:

75



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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 EXHIBIT 11(d) 

Unaudited Quarterly Financial Statements of Brookfield Reinsurance 
for the Quarter-Ended September 30, 2023 
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Exhibit 11f

BAM Re Trustee - Unaudited FS 2022 & 2021 
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BAM Re Class B Partnership - Unaudited FS 2022 & 2021 
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Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of
American National Group, Inc.
Galveston, Texas

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated statement of financial position of American National Group, Inc. and subsidiaries (the
"Company") as of December 31, 2020, the related consolidated statements of operations, comprehensive income, changes in equity, and cash flows
for the year ended December 31, 2020, and the related notes and the schedules listed in the Index at Item 15 (collectively referred to as the "financial
statements"). We also have audited the Company’s internal control over financial reporting as of December 31, 2020, based on criteria established in
Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2020, and
the results of its operations and its cash flows for the year ended December 31, 2020, in conformity with accounting principles generally accepted in
the United States of America. Also, in our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2020, based on criteria established in Internal Control - Integrated Framework (2013) issued by COSO.

Basis for Opinions

The Company’s management is responsible for these financial statements, for maintaining effective internal control over financial reporting, and for
its assessment of the effectiveness of internal control over financial reporting, included in the accompanying Item 9A, Controls and Procedures.
Our responsibility is to express an opinion on these financial statements and an opinion on the Company’s internal control over financial reporting
based on our audit. 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 audit 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, and whether effective
internal control over financial reporting was maintained in all material respects.

Our audit of the financial statements included performing procedures to assess the risks of material misstatement of the financial statements,
whether due to error or fraud, and performing procedures to respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial statements. Our audit of internal control
over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audit also included
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinions.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A
company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors
of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of
the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.
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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.

Policyholders’ Account Balances - Valuation of embedded derivative liabilities for equity-indexed contracts - Refer to Notes 7 and 9 to the
financial statements

Critical Audit Matter Description

The Company sells equity-indexed universal life and equity-indexed deferred annuity contracts with guaranteed minimum benefits, some of which
contain embedded derivatives that are required to be bifurcated from a host reserve, separately accounted for, and measured at fair value. The
embedded derivative represents future benefit cash flows in excess of the minimum guarantee cash flows. As of December 31, 2020, the fair value of
the embedded derivative liabilities was $705 million. Management utilizes various assumptions in order to measure the fair value of the embedded
derivatives including assumptions related to lapse rate and equity volatility. These assumptions are evaluated annually by management with any
changes in the estimated fair value resulting in a cumulative charge or credit to income from operations.

Given the valuation of the embedded derivative liabilities is sensitive to changes in these assumptions, the related audit effort in evaluating
management’s selection of the assumptions related to the lapse rate and equity volatility required a high degree of auditor judgment and an
increased extent of effort, including involvement of our actuarial and fair value specialists.

How the Critical Audit Matter Was Addressed in the Audit

Our principal audit procedures related to the lapse rate and equity volatility assumptions selected by management for the valuation of embedded
derivative liabilities included the following, among others:

•We tested the effectiveness of management’s controls over the valuation of embedded derivative liabilities, including those over the development,
selection, and implementation of the assumptions related to lapse rate and equity volatility.

•With the assistance of our fair value specialists, we tested the completeness and accuracy of the underlying data used to determine the equity
volatility assumptions.

•We tested the completeness and accuracy of the historical company experience used to determine the lapse rate assumptions.

•With the assistance of our actuarial specialists, we evaluated the appropriateness of the assumptions, evaluated the consistency of the selected
assumptions used in the Company’s valuation model, and tested the mathematical accuracy of the valuation model.

Policy and Contract Claims - Property and casualty liability for unpaid claims and claim adjustment expenses - Refer to Notes 2 and 12 to the
financial statements

Critical Audit Matter Description

The Company establishes a liability for unpaid claims and claim adjustment expenses to provide for the estimated costs of paying claims under
property and casualty insurance policies written by the Company. The property and casualty liability for unpaid claims is included within Policy
and Contract Claims in the statements of financial position, which had a balance of $1.6 billion as of December 31, 2020. This liability, which
includes estimates for both claims that have been reported and claims that have been incurred but not reported, represents the estimate of all claim
and claim adjustment expenses associated with processing and settling the claims. The liability for unpaid claims is estimated using actuarial
assumptions for loss development patterns that are based upon the Company’s historical experience and consider the effects of current
developments, anticipated trends and risk management programs.
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Given the subjectivity of estimating the ultimate cost to settle the liability for property and casualty insurance reported and incurred but not
reported claims, the related audit effort in evaluating the assumptions for loss development patterns required a high degree of auditor judgment and
an increased extent of effort, including involvement of our actuarial specialists.

How the Critical Audit Matter Was Addressed in the Audit

Our principal audit procedures related to the assumptions for loss development patterns selected by management to estimate the property and
casualty liability for unpaid claims and claim adjustment expenses included the following, among others:

•We tested the effectiveness of management’s controls over the property and casualty liability for unpaid claims and claim adjustment expenses,
including those over the development, selection, and implementation of the assumptions for loss development patterns used in the actuarial
estimates.

•With the assistance of our actuarial specialists, we tested the completeness and accuracy of the underlying data, including historical claims, used
to determine the assumptions for loss development patterns, evaluated the appropriateness of the assumptions, evaluated the consistency of the
selected assumptions used in the Company’s valuation model, and tested the mathematical accuracy of the valuation model.

•We evaluated the reasonableness of the Company’s estimated property and casualty liability for unpaid losses and loss adjustment expenses by
comparing to those independently derived by our actuarial specialists.

Mortgage Loans on Real Estate - Allowance for Credit Losses - Refer to Notes 2, 3, and 5 to the financial statements

Critical Audit Matter Description

The Company measures credit losses for instruments measured at amortized cost, including its portfolio of commercial mortgage loans. The
allowance for credit losses for mortgage loans, which was recorded on a net basis within Mortgage Loans on Real Estate in the statements of
financial position, had a balance of $126 million as of December 31, 2020. The value of the allowance for credit losses on mortgage loans is
estimated by management using the current expected credit loss model, which considers quantitative and qualitative allowance factors based on
past loss experience, current economic conditions, and reasonable and supportable forecasts of future conditions. The qualitative allowance
factors are developed quarterly based on the pooling of assets with similar risk characteristics and historical loss experience adjusted for the
expected trend in the current market environment.

Given the subjectivity of estimating the qualitative allowance factors applied in developing the allowance for credit losses, performing audit
procedures to evaluate whether the allowance for credit losses on mortgage loans was appropriately valued required a high degree of auditor
judgment and an increased extent of effort, including involvement of our credit specialists.

How the Critical Audit Matter Was Addressed in the Audit

Our principal audit procedures related to the assumptions surrounding qualitative allowance factors used by management to estimate the allowance
for credit losses on mortgage loans included the following, among others:

•We tested the effectiveness of management’s controls over the allowance for credit losses on mortgage loans, including those over the
development, selection, and implementation of the assumptions related to the qualitative allowance factors.

•With the assistance of our credit specialists, we evaluated the appropriateness of the model methodology, which includes the application of the
qualitative allowance factors. We also evaluated the appropriateness of these assumptions and the consistency of the selected assumptions used
in the Company’s valuation model.

•We evaluated management’s qualitative allowance factors by comparing them to current market data to identify potential bias in the determination
of the allowance for credit losses on mortgage loans.

/s/ DELOITTE & TOUCHE LLP

Houston, Texas
March 4, 2021

We have served as the Company's auditor since 2020.
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Report of Independent Registered Public Accounting Firm

To the Stockholders and Board of Directors
American National Group, Inc.:

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated statement of financial position of American National Group, Inc. (formerly American National
Insurance Company) and subsidiaries (the Company) as of December 31, 2019, the related consolidated statements of operations, comprehensive
income, changes in equity, and cash flows for each of the years in the two-year period ended December 31, 2019, and the related notes and financial
statement schedules I to IV (collectively, the consolidated financial statements). In our opinion, the consolidated financial statements present fairly,
in all material respects, the financial position of the Company as of December 31, 2019, and the results of its operations and its cash flows for each
of the years in the two-year period ended December 31, 2019, in conformity with U.S. generally accepted accounting principles.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated 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 consolidated financial statements are free of material misstatement, whether due to error or fraud. Our
audits included performing procedures to assess the risks of material misstatement of the consolidated 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 consolidated 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 consolidated financial statements. We believe that
our audits provide a reasonable basis for our opinion.

/s/ KPMG LLP

We served as the Company’s auditor from 2000 to 2020.

Houston, Texas
February 28, 2020
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AMERICAN NATIONAL GROUP, INC.
(formerly AMERICAN NATIONAL INSURANCE COMPANY)
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(In thousands, except share data)

December 31,

2020 2019
ASSETS
Fixed maturity, bonds held-to-maturity, at amortized cost, net of allowance for credit losses of $12,442 in 2020 (Fair value
$7,983,181 in 2020 and $8,968,690 in 2019) $ 7,354,970 $ 8,631,261
Fixed maturity, bonds available-for-sale, at fair value (Allowance for credit losses of $7,482 in 2020) (Amortized cost
$7,073,142 in 2020 and $6,435,670 in 2019) 7,597,180 6,725,085
Equity securities, at fair value (Cost $754,625 in 2020 and $663,058 in 2019) 2,070,766 1,700,960
Mortgage loans on real estate, net of allowance for credit losses of $125,703 in 2020 and allowance for loan loss of
$19,160 in 2019 5,242,531 5,097,017

Policy loans 373,014 379,657
Investment real estate, net of accumulated depreciation of $269,626 in 2020 and $256,757 in 2019 517,293 551,219

Short-term investments 1,028,379 425,321
Other invested assets 94,415 76,569

Total investments 24,278,548 23,587,089
Cash and cash equivalents 339,947 452,001
Investments in unconsolidated affiliates 920,414 705,721
Accrued investment income 216,389 200,856

Reinsurance recoverables, net of allowance for credit losses of $14,353 in 2020 and allowance for recoverable loss of
$8,220 in 2019 414,359 411,830

Prepaid reinsurance premiums 42,804 44,669
Premiums due and other receivables 351,972 341,924
Deferred policy acquisition costs 1,360,211 1,423,007

Property and equipment, net of accumulated depreciation of $281,738 in 2020 and $257,907 in 2019 121,578 106,303
Prepaid pension 80,526 78,990
Other assets 155,600 171,285
Separate account assets 1,185,467 1,073,891

Total assets $ 29,467,815 $ 28,597,566

LIABILITIES
Future policy benefits

Life $ 3,149,067 $ 3,087,578
Annuity 1,617,774 1,571,263
Health 49,658 49,886

Policyholders’ account balances 12,812,155 12,957,989
Policy and contract claims 1,575,288 1,489,979
Unearned premium reserve 956,343 933,559
Other policyholder funds 358,601 361,059
Liability for retirement benefits 70,254 67,435
Notes payable 153,703 157,997
Deferred tax liabilities, net 478,347 394,528
Current tax payable 10,372 9,757
Federal Home Loan Bank advance 250,000 -
Other liabilities 335,219 446,882
Separate account liabilities 1,185,467 1,073,891

Total liabilities 23,002,248 22,601,803
EQUITY
American National Group, Inc. stockholders’ equity:
Common stock, $0.01 par value in 2020 and $1.00 in 2019; 50,000,000 shares authorized, 26,887,200 shares issued and
outstanding in 2020 and 30,832,449 shares issued and 26,887,200 outstanding in 2019 269 30,832

Additional paid-in capital 47,683 21,011
Accumulated other comprehensive income 222,170 99,518
Retained earnings 6,188,148 5,946,857
Treasury stock, at cost - (108,469)

Total American National stockholders’ equity 6,458,270 5,989,749
Noncontrolling interest 7,297 6,014

Total stockholders' equity 6,465,567 5,995,763
Total liabilities and stockholders' equity $ 29,467,815 $ 28,597,566

See accompanying notes to the consolidated financial statements.
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AMERICAN NATIONAL GROUP, INC.
(formerly AMERICAN NATIONAL INSURANCE COMPANY)
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except share and per share data)

Years ended December 31,

2020 2019 2018
PREMIUMS AND OTHER REVENUES

Premiums
Life $ 396,099 $ 359,419 $ 350,012
Annuity 92,866 147,139 231,027
Health 168,805 165,035 180,414
Property and casualty 1,560,304 1,511,201 1,466,740

Other policy revenues 310,746 305,256 285,549
Net investment income 933,685 1,077,406 858,367
Net realized investment gains 35,660 37,719 18,174
Other-than-temporary impairments - (6,968) (1,243)
Change in investment credit loss (102,603) - -
Net gains (losses) on equity securities 356,281 422,535 (107,188)
Other income 40,556 51,401 44,530

Total premiums and other revenues 3,792,399 4,070,143 3,326,382
BENEFITS, LOSSES AND EXPENSES

Policyholder benefits
Life 533,925 449,252 417,702
Annuity 214,158 218,576 290,611

Claims incurred
Health 116,122 109,013 122,547
Property and casualty 1,005,620 1,042,153 1,049,112

Interest credited to policyholders’ account balances 321,042 511,999 315,684
Commissions for acquiring and servicing policies 553,600 532,634 564,054
Other operating expenses 515,413 524,888 497,011
Change in deferred policy acquisition costs (5,678) (12,749) (71,497)

Total benefits, losses and expenses 3,254,202 3,375,766 3,185,224
Income before federal income tax and other items 538,197 694,377 141,158

Less: Provision (benefit) for federal income taxes
Current 57,697 87,032 24,044
Deferred 58,910 78,385 (22,599)

Total provision for federal income taxes 116,607 165,417 1,445
Income after federal income tax 421,590 528,960 139,713

Equity in earnings of unconsolidated affiliates 42,467 103,501 21,281
Other components of net periodic pension benefit (costs), net of tax 4,456 (684) (572)

Net income 468,513 631,777 160,422
Less: Net income attributable to noncontrolling interest, net of tax 1,008 11,414 1,427

Net income attributable to American National $ 467,505 $ 620,363 $ 158,995

Amounts available to American National common stockholders
Earnings per share

Basic $ 17.39 $ 23.08 $ 5.91
Diluted 17.38 23.07 5.91

Weighted average common shares outstanding 26,878,679 26,882,691 26,886,357
Weighted average common shares outstanding and dilutive potential common shares 26,887,125 26,891,243 26,916,643

See accompanying notes to the consolidated financial statements.
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AMERICAN NATIONAL GROUP, INC.
(formerly AMERICAN NATIONAL INSURANCE COMPANY)
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)

Years ended December 31,

2020 2019 2018
Net income $ 468,513 $ 631,777 $ 160,422
Other comprehensive income (loss), net of tax

Change in net unrealized gains (losses) on securities 134,315 184,156 (136,261)
Foreign currency transaction and translation adjustments 235 390 (900)
Defined benefit pension plan adjustment (11,898) 15,495 22,326

Total other comprehensive income (loss), net of tax 122,652 200,041 (114,835)

Total comprehensive income 591,165 831,818 45,587
Less: Comprehensive income attributable to noncontrolling interest 1,008 11,414 1,427

Total comprehensive income attributable to American National $ 590,157 $ 820,404 $ 44,160

See accompanying notes to the consolidated financial statements.
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AMERICAN NATIONAL GROUP, INC.
(formerly AMERICAN NATIONAL INSURANCE COMPANY)
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(In thousands, except per share data)

Common
Stock

Additional
Paid-In
Capital

Accumulated
Other

Comprehensive
Income (Loss)

Retained
Earnings

Treasury
Stock

Noncontrolling
Interest Total Equity

Balance at December 31, 2017 $ 30,832 $ 19,193 $ 642,216 $ 4,656,134 $ (101,616) $ 9,012 $ 5,255,771
Reissuance (purchase) of treasury
shares - 1,173 - - (6,876) - (5,703)

Amortization of restricted stock - 328 - - - - 328
Cumulative effect of accounting
change - - (627,119) 687,051 - - 59,932

Other comprehensive loss - - (114,835) - - - (114,835)
Net income attributable to American
National - - - 158,995 - - 158,995
Cash dividends to common
stockholders (declared per share of
$3.28) - - - (88,228) - - (88,228)

Contributions - - - - - 6,182 6,182
Distributions - - - - - (2,354) (2,354)

Net income attributable to
noncontrolling interest - - - - - 1,427 1,427

Balance at December 31, 2018 $ 30,832 $ 20,694 $ (99,738) $ 5,413,952 $ (108,492) $ 14,267 $ 5,271,515
Reissuance of treasury shares - 237 - - 23 - 260

Amortization of restricted stock - 80 - - - - 80
Cumulative effect of accounting
change - - (785) 785 - - -

Other comprehensive income - - 200,041 - - - 200,041
Net income attributable to American
National - - - 620,363 - - 620,363
Cash dividends to common
stockholders (declared per share of
$3.28) - - - (88,243) - - (88,243)

Contributions - - - - - 388 388
Distributions - - - - - (20,055) (20,055)

Net income attributable to
noncontrolling interest - - - - - 11,414 11,414

Balance at December 31, 2019 $ 30,832 $ 21,011 $ 99,518 $ 5,946,857 $ (108,469) $ 6,014 $ 5,995,763
Reclassification of par value due toReclassification of par value due to
reorganization (26,618) 26,618 - - - - -

Retirement of treasury shares (3,945) - - (104,524) 108,469 - -
Amortization of restricted stock - 54 - - - - 54

Cumulative effect of accounting
change - - - (33,500) - - (33,500)

Other comprehensive income - - 122,652 - - - 122,652
Net income attributable to American
National - - - 467,505 - - 467,505
Cash dividends to common
stockholders (declared per share of
$3.28) - - - (88,190) - - (88,190)

Contributions - - - - - 856 856
Distributions - - - - - (581) (581)

Net income attributable to
noncontrolling interest - - - - - 1,008 1,008

Balance at December 31, 2020 $ 269 $ 47,683 $ 222,170 $ 6,188,148 $ - $ 7,297 $ 6,465,567

See accompanying notes to the consolidated financial statements.
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AMERICAN NATIONAL GROUP, INC.
(formerly AMERICAN NATIONAL INSURANCE COMPANY)
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Years ended December 31,

2020 2019 2018
OPERATING ACTIVITIES

Net income $ 468,513 $ 631,777 $ 160,422
Adjustments to reconcile net income to net cash provided by operating activities:

Net realized investment gains (35,660) (37,719) (18,174)
Other-than-temporary impairments - 6,968 1,243
Change in investment credit loss 102,603 - -
Accretion of premiums, discounts and loan origination fees 9,479 (4,394) (6,163)
Net capitalized interest on policy loans and mortgage loans (30,367) (34,081) (39,262)
Depreciation 52,551 53,160 52,049
Interest credited to policyholders’ account balances 321,042 511,999 315,684
Charges to policyholders’ account balances (310,746) (305,256) (285,549)
Deferred federal income tax expense (benefit) 58,910 78,385 (22,599)
Equity in earnings of unconsolidated affiliates (42,467) (103,501) (21,281)
Distributions from unconsolidated affiliates 82,045 111,848 21,453

Changes in:
Policyholder liabilities 210,397 145,396 288,065
Deferred policy acquisition costs (5,678) (12,749) (71,497)
Reinsurance recoverables (2,529) 15,645 (8,886)
Premiums due and other receivables (10,048) 3,780 (31,360)
Prepaid reinsurance premiums 1,865 8,952 10,003
Accrued investment income (15,533) (12,227) (960)
Current tax payable 339 18,893 35,315
Liability for retirement benefits (13,765) (8,454) (69,762)
Fair value of option securities (51,931) (144,978) 54,951
Fair value of equity securities (356,281) (422,535) 107,188
Other, net (100,276) 5,503 24,630

Net cash provided by operating activities 332,463 506,412 495,510
INVESTING ACTIVITIES

Proceeds from sale/maturity/prepayment of:
Held-to-maturity securities 1,615,811 864,481 629,359
Available-for-sale securities 977,051 500,724 451,292
Equity securities 117,866 294,798 214,737
Investment real estate 61,548 66,725 11,577
Mortgage loans 522,900 837,732 812,239
Policy loans 52,767 48,079 52,606
Other invested assets 148,101 120,455 118,846

Disposals of property and equipment 268 69 -
Distributions from unconsolidated affiliates 73,229 91,325 58,287
Payment for the purchase/origination of:

Held-to-maturity securities (498,149) (1,468,253) (1,349,008)
Available-for-sale securities (1,473,808) (528,495) (680,477)
Equity securities (131,238) (49,016) (79,514)
Investment real estate (31,518) (24,163) (71,732)
Mortgage loans (752,244) (784,408) (1,173,189)
Policy loans (22,338) (27,722) (26,147)
Other invested assets (98,371) (109,074) (75,233)

Additions to property and equipment (39,863) (21,402) (17,670)
Contributions to unconsolidated affiliates (351,286) (262,569) (151,261)
Change in short-term investments (603,058) (190,511) 452,005
Change in collateral held for derivatives (15,648) 107,133 (68,565)
Other, net 2,657 10,369 7,087

Net cash used in investing activities (445,323) (523,723) (884,761)
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AMERICAN NATIONAL GROUP, INC.
(formerly AMERICAN NATIONAL INSURANCE COMPANY)
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
(In thousands)

Years ended December 31,

2020 2019 2018
FINANCING ACTIVITIES

Policyholders’ account deposits 1,232,520 1,770,646 1,717,153
Policyholders’ account withdrawals (1,388,649) (1,481,234) (1,345,498)
Proceeds from Federal Home Loan Bank borrowings 500,000 - -
Repayment of Federal Home Loan Bank borrowings (250,000) - -
Change in notes payable (4,294) 20,034 505
Dividends to stockholders (88,190) (88,243) (88,228)
Payments to noncontrolling interest (581) (20,055) (2,354)

Net cash provided by financing activities 806 201,148 281,578
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (112,054) 183,837 (107,673)

Cash and cash equivalents at beginning of the period 452,001 268,164 375,837

Cash and cash equivalents at end of the period $ 339,947 $ 452,001 $ 268,164

Supplemental cash flow information:
Interest paid $ 805 $ - $ -
Income taxes paid, net 50,800 86,440 22,234

See accompanying notes to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Nature of Operations

On July 1, 2020, American National Insurance Company, a Texas insurance company (“ANICO”), completed its previously announced holding
company reorganization. As a result of such reorganization, ANICO became a wholly owned subsidiary of American National Group, Inc., a
Delaware corporation (“ANAT”), and ANAT replaced ANICO as the publicly held company. Consequently, all filings with the Securities and
Exchange Commission from July 2, 2020 forward will be filed by ANAT under CIK No. 0001801075. For purposes of filing this Form 10-K for the year
ended December 31, 2020, the accompanying consolidated financial statements and notes thereto have been titled “American National Group, Inc.”
to reflect the current name of the public registrant, with the parenthetical notation “formerly American National Insurance Company” to reflect the
reporting entity for the prior periods covered therein. Upon the effective date of the holding company reorganization, ANAT retired
3,945,249 shares of common stock that were held in treasury at ANICO prior to the reorganization. The amount of retired treasury stock in excess of
par value was charged to retained earnings. Before and after the reorganization, the issuer had 50,000,000 authorized shares of common stock and
26,887,200 common shares outstanding. As a result of the reorganization, each share of ANICO common stock, par value $1.00 per share, was
automatically converted into one duly issued, fully paid and non-assessable share of ANAT common stock, par value $0.01 per share. As a result of
the reorganization, the directors and officers of ANICO became directors and officers of ANAT. There is no change in the ultimate ownership of the
organization and business operations will continue from our current office locations and companies. ANAT, through its consolidated subsidiaries
(collectively “American National” or the "Company”) offers a broad portfolio of insurance products, including individual and group life insurance,
annuities, health insurance, and property and casualty insurance. Business is conducted in all 50 states, the District of Columbia, and Puerto Rico.

Note 2 - Summary of Significant Accounting Policies and Practices

The consolidated financial statements and notes thereto have been prepared in conformity with GAAP and are reported in U.S. currency. American
National consolidates entities that are wholly-owned and those in which American National owns less than 100% but controls the voting rights, as
well as variable interest entities in which American National is the primary beneficiary. Intercompany balances and transactions with consolidated
entities have been eliminated. Investments in unconsolidated affiliates are accounted for using the equity method of accounting. Certain amounts
in prior years have been reclassified to conform to current year presentation.

The preparation of the consolidated financial statements in conformity with GAAP requires the use of estimates and assumptions that affect the
reported consolidated financial statement balances. Actual results could differ from those estimates.

Investments

Investment securities are comprised of bonds classified as held-to-maturity that are carried at amortized cost net of credit loss allowance and
bonds classified as available-for-sale that are carried at fair value. In addition, equity investments, other than those accounted for under the equity
method or those that result in consolidation of the investee, are measured at fair value with changes in fair value recognized in earnings.

Mortgage loans on real estate are stated at unpaid principal balance, adjusted for any unamortized discount, deferred expenses, and allowances.
Accretion of discounts is recorded using the effective yield method. Interest income, prepayment fees, and accretion of discounts and origination
fees are reported in “Net investment income” in the consolidated statements of operations. Interest income earned is accrued on the principal
amount of the loan based on contractual interest rate. However, interest ceases to accrue for loans on which interest is more than
90 days past due, when the collection of interest is not probable, or when a loan is in foreclosure. Income on past due loans is reported on a cash
basis. When a loan becomes current, it is placed back into accrual status. Cash receipts on impaired loans are recorded as a reduction of principal,
interest income, expense reimbursement, or other manner in accordance with the loan agreement. In the consolidated statements of operations,
gains and losses from the sale of loans are reported in “Net realized investment gains,” and changes in allowances are reported in "Change in
investment credit loss."
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Note 2 - Summary of Significant Accounting Policies and Practices - (Continued)

Mortgage loans are presented net of the Company's recorded allowance for expected credit loss, which represents the portion of amortized cost
basis on mortgage loans that the Company does not expect to collect. In determining the Company’s allowance for credit losses, management: (i)
pools and evaluates mortgage loans with similar risk characteristics, (ii) considers expected lifetime credit losses adjusted for prepayments and
extensions, and (iii) considers past events, current economic conditions and forecasts of future economic conditions. The allowance is calculated
quarterly for each property type based on inputs unique to each loan property type.

On an ongoing basis, mortgage loans with dissimilar risk characteristics (i.e., loans with significant declines in credit quality), collateral dependent
mortgage loans (i.e., when the borrower is experiencing financial difficulty, including when foreclosure is reasonably possible or probable), and
reasonably expected troubled debt restructurings (i.e., the Company grants concessions to borrower that is experiencing financial difficulties) may
be evaluated individually for credit loss. The allowance for credit losses for loans evaluated individually is established using the same
methodologies for the overall commercial portfolio segment except for collateral dependent loans. The allowance for a collateral dependent loan is
established as the excess of amortized cost over the estimated fair value of the loan’s underlying collateral, less selling cost when foreclosure is
probable. Accordingly, the change in the estimated fair value of collateral dependent loans is recorded as a change in the allowance for credit
losses which is recorded on a quarterly basis as a charge or credit to earnings.

Policy loans are carried at the outstanding balance plus any accrued interest which approximates fair value.

Investment real estate including related improvements are stated at cost less accumulated depreciation. Depreciation is provided on a straight-line
basis over the estimated useful life of the asset (typically 15 to 50 years). Rental income is recognized on a straight-line basis over the term of the
respective lease. American National classifies a property as held-for-sale if it commits to a plan to sell a property within one year and actively
markets the property in its current condition for a price that is reasonable in comparison to its estimated fair value. Real estate held-for-sale is stated
at the lower of depreciated cost or estimated fair value less expected disposition costs and is not depreciated while it is classified as held-for-sale.
American National periodically reviews its investment real estate for impairment and tests properties for recoverability whenever events or changes
in circumstances indicate the carrying amount of the asset may not be recoverable and the carrying value of the property exceeds its estimated fair
value. Properties whose carrying values are greater than their undiscounted cash flows are written down to their estimated fair value, with the
impairment loss included as an adjustment to “Net realized investment gains” in the consolidated statements of operations. Impairment losses are
based upon the estimated fair value of real estate, which is generally computed using the present value of expected future cash flows from the real
estate discounted at a rate commensurate with the underlying risks as well as other appraisal methods. Real estate acquired upon foreclosure is
recorded at the lower of its cost or its estimated fair value at the date of foreclosure.

Real estate joint ventures and other limited partnership interests in which the Company has more than a minor interest or influence over the
investee’s operations, but it does not have a controlling interest and is not the primary beneficiary, are accounted for using the equity method.
These investments are reported as “Investments in unconsolidated affiliates” in the consolidated statements of financial position. For certain joint
ventures, American National records its share of earnings using a lag methodology of one to three months when timely financial information is not
available, and the contractual right does not exist to receive such financial information. In addition to the investees’ impairment analysis of their
underlying investments, American National routinely evaluates its investments in those investees for impairments. American National considers
financial and other information provided by the investee, other known information, and inherent risks in the underlying investments, as well as
future capital commitments, in determining whether impairment has occurred. When an impairment is deemed to have occurred at the joint venture
level, American National recognizes its share as an adjustment to “Equity in earnings of unconsolidated affiliates” to record the investment at its
fair value. When an impairment results from American National’s separate analysis, an adjustment is made through “Net realized investment gains”
to record the investment at its fair value.

Short-term investments comprised of commercial paper are carried at amortized cost, which approximates fair value. Short-term investments have a
maturity of less than one year.

Other invested assets comprised primarily of equity-indexed options are carried at fair value and may be collateralized by counterparties; such
collateral is restricted to the Company’s use. Separately managed accounts and Federal Home Loan Bank stock are also included in other invested
assets and are carried at cost or market value if available from the account manager. Other invested assets also include tax credit partnerships and
mineral rights less allowance for depletion, where applicable.
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Note 2 - Summary of Significant Accounting Policies and Practices - (Continued)

Credit losses on fixed maturity securities, held-to-maturity, receive a lifetime expected credit loss allowance upon initial recognition of the security
representing the net amount expected to be collected. Expected credit losses are measured on a collective (pool) basis by major security type with
the credit loss allowance determined based on the difference between the net present value of the expected cash flows from those pooled securities
with the amortized cost basis. The expected cash flows are discounted at the effective interest rate of the security and consider historical credit loss
information that is adjusted for current market conditions and reasonable and supportable economic forecasts based upon a third-party valuation
model. The valuation model calculates expected cash flows based on scenario conditioned probability of default and loss given default. Probability
of default measures the likelihood of default over a specified time period, and the loss given default measures the amount that the Company could
lose in the event of a counterparty default.

For fixed maturity securities, available-for-sale, in unrealized loss positions which American National does not intend to sell and for which it is not
more-likely-than-not that it will be required to sell before its anticipated recovery, American National assesses whether the amortized cost basis of
securities will be recovered by comparing the net present value of the expected cash flows from those securities with its amortized cost basis.
Management estimates the expected cash flows using a third-party valuation model similar to that used for held-to-maturity securities. The net
present value of the expected cash flows is calculated by discounting management’s best estimate of expected cash flows at the effective interest
rate implicit in the fixed maturity security when acquired. If the net present value of the expected cash flows is less than the amortized cost, a credit
loss allowance is recorded. The credit loss is recorded as the excess of amortized cost over the net present value of the expected cash flows limited
by the amount the fair value is less than the amortized cost (fair-value floor). If the fair value is less than the net present value of its expected cash
flows at the impairment measurement date, a non-credit loss exists which is recorded in other comprehensive income (loss) for the difference
between the fair value and the net present value of the expected cash flows.

Additions to or releases of the allowance on all fixed maturity securities are reported in “Change in investment credit loss” in the consolidated
statements of operations.

Prior to January 1, 2020, an other-than-temporary impairment (“OTTI”) loss was recorded when management believed the carrying value would not
be realized. After the recognition of a credit loss, fixed maturity securities were accounted for as if they had been purchased on the OTTI
measurement date, with a cost basis equal to their previous amortized cost less the related OTTI losses recognized in earnings. The new cost basis
of an other-than-temporarily impaired security was not adjusted for subsequent increases in estimated fair value. Should there have been a
significant increase in the estimate of cash flows expected to be collected from previously impaired securities, the increase would have been
accounted for prospectively by accreting it as interest income over its remaining life.

Derivative instruments are purchased to hedge against future interest rate increases in liabilities indexed to market rates and are recorded in the
consolidated statements of financial position at fair value net of collateral provided by counterparties. The change in fair value of derivative assets
and liabilities is reported in the consolidated statements of operations as “Net investment income” and “Interest credited to policyholders’ account
balances,” respectively. American National does not apply hedge accounting treatment to its derivative instruments. The Company uses derivative
instruments to hedge its business risk and holds collateral to offset exposure from its counterparties. Collateral that supports credit risk is reported
in the consolidated statements of financial position as an offset to “Other invested assets” with an associated payable to “Other liabilities” for
excess collateral.

Cash and cash equivalents have durations that do not exceed 90 days at the date of acquisition, include cash on-hand and in banks, as well as
amounts invested in money market funds, and are reported as “Cash and cash equivalents” in the consolidated statements of financial position.

Property and equipment consist of buildings occupied by American National, data processing equipment, software, furniture and equipment, and
automobiles which are carried at cost, less accumulated depreciation. Depreciation is calculated using the straight-line method over the estimated
useful life of the asset (typically 3 to 50 years).
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Note 2 - Summary of Significant Accounting Policies and Practices - (Continued)

Insurance specific assets and liabilities

Deferred policy acquisition costs (“DAC”) are capitalized costs related directly to the successful acquisition of new or renewal insurance
contracts. Significant costs are incurred to acquire insurance and annuity contracts, including commissions and certain underwriting, policy
issuance, and processing expenses.

DAC on traditional life, including limited-pay contracts, and health products is amortized with interest over the anticipated premium-paying period
of the related policies in proportion to the ratio of annual premium revenue expected to be received over the life of the policies. Expected premium
revenue is estimated by using the same mortality, morbidity, and withdrawal assumptions used in computing liabilities for future policy benefits.
DAC is reduced by a provision for possible inflation of maintenance and settlement expenses determined by means of grading interest rates.

DAC on universal life and investment-type contracts is amortized as a level percentage of the present value of anticipated gross profits from
investment yields, mortality, and surrender charges. The effect of the realization of unrealized gains (losses) on DAC is recognized within AOCI in
the consolidated statements of financial position as of the reporting date. A change in interest rates could have a significant impact on DAC
calculated for these contracts.

DAC associated with property and casualty business is amortized over the coverage period of the related policies, in relation to premiums earned.

For short-duration and long-duration contracts, DAC is grouped consistent with the manner in which insurance contracts are acquired, serviced,
and measured for profitability and is reviewed for recoverability based on the profitability of the underlying insurance contracts. Investment income
is anticipated in assessing the recoverability of DAC for short-duration contracts.

Liabilities for future policy benefits for traditional products have been provided on a net level premium method based on estimated investment
yields, withdrawals, mortality, and other assumptions that were appropriate at the time the policies were issued. Estimates are based on historical
experience adjusted for possible adverse deviation. These estimates are periodically reviewed and compared with actual experience. When it is
determined that future expected experience differs significantly from existing assumptions, the estimates are revised for current and future issues.

Policyholders’ account balances represent the contract value that has accrued to the benefit of the policyholders related to universal-life and
investments-type contracts. For fixed products, these are generally equal to the accumulated deposits plus interest credited, reduced by
withdrawals, payouts, and accumulated policyholder assessments. Indexed product account balances are equal to the sum of host and embedded
derivative reserves computed per derivative accounting guidance.

Liabilities for unpaid claims and claim adjustment expenses (“CAE”) are established to provide for the estimated costs of paying claims. These
reserves include estimates for both case reserves and IBNR claim liabilities. Case reserves include the liability for reported but unpaid claims. IBNR
liabilities include a provision for potential development on case reserves, losses on claims currently closed which may reopen in the future, as well
as IBNR claims. These liabilities also include an estimate of the expense associated with settling claims, including legal and other fee, and the
general expenses of administering the claims adjustment process.

Reinsurance recoverables are estimated amounts due to American National from reinsurers related to paid and unpaid ceded claims and CAE and
are presented net of a reserve for collectability. Recoveries of gross ultimate losses under our non-catastrophe reinsurance are estimated by a
review of individual large claims and the ceded portion of IBNR using assumed distribution of loss by percentage retained. Recoveries of gross
ultimate losses under our catastrophe reinsurance are estimated by applying reinsurance treaty terms to estimates of gross ultimate losses. The
most significant assumption is the average size of the individual losses for those claims that have occurred but have not yet been reported and our
estimate of gross ultimate losses. The ultimate amount of the reinsurance ceded recoverable is unknown until all losses settle.
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Note 2 - Summary of Significant Accounting Policies and Practices - (Continued)

Separate account assets and liabilities

Separate account assets and liabilities are funds that are held separate from the general assets and liabilities of American National. Separate
account assets include funds representing the investments of variable insurance product contract holders, who bear the investment risk of such
funds. Investment income and investment gains and losses from these separate funds accrue to the benefit of the contract holders. American
National reports separately, as assets and liabilities, investments held in such separate accounts and liabilities of the separate accounts if (i) such
separate accounts are legally recognized; (ii) assets supporting the contract liabilities are legally insulated from American National’s general
account liabilities; (iii) investments are directed by the contract holder; and (iv) all investment performance, net of contract fees and assessments, is
passed through to the contract holder. In addition, American National's qualified pension plan assets are included in separate accounts. The assets
of these accounts are carried at fair value. Deposits, net investment income and realized investment gains and losses for these accounts are
excluded from revenues, and related liability increases are excluded from benefits and expenses in the consolidated statements of operations.
Separate accounts are established in conformity with insurance laws and are not chargeable with liabilities that arise from any other business of
American National.

Premiums, benefits, claims incurred, and expenses

Traditional ordinary life and health premiums are recognized as revenue when due. Benefits and expenses are associated with earned premiums to
result in recognition of profits over the term of the insurance contracts.

Annuity premiums received on limited-pay and supplemental annuity contracts involving a significant life contingency are recognized as revenue
when due. Deferred annuity premiums are recorded as deposits rather than recognized as revenue. Revenues from deferred annuity contracts are
principally surrender charges and, in the case of variable annuities, administrative fees assessed to contract holders.

Universal life and single premium whole life revenues represent amounts assessed to policyholders including mortality charges, surrender
charges actually paid, and earned policy service fees. Amounts included in expenses are benefits in excess of account balances returned to
policyholders.

Property and casualty premiums are recognized as revenue over the period of the contract in proportion to the amount of insurance protection,
which is generally evenly over the contract period, net of reinsurance ceded. Claims incurred consist of claims and CAE paid and the change in
reserves, net of reinsurance received and recoverable.

Participating insurance policies

Participating business comprised approximately 4.2% of the life insurance in-force at December 31, 2020 and 15.8% of life premiums in 2020.

For the majority of this participating business, profits earned are reserved for the payment of dividends to policyholders, except for the
stockholders’ share of profits on participating policies, which is limited to the greater of 10% of the profit on participating business, or 50 cents per
thousand dollars of the face amount of participating life insurance in-force. Participating policyholders’ interest includes the accumulated net
income from participating policies reserved for payment to such policyholders in the form of dividends (less net income allocated to stockholders
as indicated above) as well as a pro rata portion of unrealized investment gains (losses) net of tax. Dividends to participating policyholders were
$7.0 million, $8.4 million, and $7.6 million for the years ended 2020, 2019, and 2018, respectively. Additional income of $5.8 million, $34.0 million, and
$4.2 million was allocated to participating policyholders for the years ended 2020, 2019, and 2018, respectively.

For all other participating business, the allocation of dividends to participating policyowners is based upon a comparison of experienced rates of
mortality, interest and expenses, as determined periodically for representative plans of insurance, issue ages and policy durations, with the
corresponding rates assumed in the calculation of premiums.

Federal income taxes

American National files a consolidated life and non-life federal income tax return. Certain subsidiaries that are consolidated for financial reporting
are not eligible to be included in the consolidated federal income tax return; accordingly, they file separate returns.
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Note 2 - Summary of Significant Accounting Policies and Practices - (Continued)

Deferred income tax assets and liabilities are recognized to reflect the future tax consequences attributable to differences between the financial
statement amounts of assets and liabilities and their respective tax bases. Deferred taxes are measured using enacted tax rates expected to apply in
the years in which those temporary differences are expected to be recovered or settled.

American National recognizes tax benefits on uncertain tax positions if it is “more-likely-than-not” the position based on its technical merits will be
sustained by taxing authorities. American National recognizes the largest benefit that is greater than 50% likely of being ultimately realized upon
settlement. Tax benefits not meeting the “more-likely-than-not” threshold, if applicable, are included with “Other liabilities” in the consolidated
statements of financial position. American National recognizes interest expense and penalties related to uncertain tax positions, if applicable, as
income tax expense in the consolidated statements of operations. Accrued interest expense and penalties related to uncertain tax positions are
reported as "Other liabilities" in the consolidated statements of financial position.

Pension and postretirement benefit plans

Pension and postretirement benefit obligations and costs for our frozen benefit plans are estimated using assumptions including demographic
factors such as retirement age and mortality.

American National uses a discount rate to determine the present value of future benefits on the measurement date. The guideline for setting this
rate is a high-quality long-term corporate bond rate. For this purpose, a hypothetical bond portfolio to match the expected monthly benefit
payments under the pension plan was constructed with the resulting yield of the portfolio used as a discount rate.

In developing the investment return assumption, we relied on a model that utilizes the following factors:

•Current yield to maturity of fixed income securities
•Forecasts of inflation, GDP growth, and total return for each asset class
•Historical plan performance
•Target asset allocation
•Standard deviations and correlations related to historical and expected future returns of each asset class and inflation

The resulting assumption is the assumed rate of return for the plans’ target asset allocation, net of investment expenses, and reflects anticipated
returns of the plans’ current and future assets.

Using this approach, the calculated return will fluctuate from year to year; however, it is American National’s policy to hold this long-term
assumption relatively constant.

Stock-based compensation

Stock Appreciation Rights (“SARs”) liability and compensation cost is based on the fair value of the grants and is remeasured each reporting
period through the settlement date. The fair value of the SARs is calculated using the Black-Scholes-Merton option-pricing model. The key
assumptions used in the model include: the grant date and remeasurement date stock prices, expected life of the SARs, and the risk-free rate of
return. The compensation liability related to the SAR award is reported as “Other liabilities” in the consolidated statements of financial position.

Restricted Stock (“RS”) equity and compensation cost is based on the fair value of the underlying stock at grant date. The compensation cost
accrued is reported as “Additional paid-in capital” in the consolidated statements of financial position.

Restricted Stock Units (“RSUs”) are settled in cash, resulting in classifying RSUs as a liability award. The liability is remeasured each reporting
period through the vesting date and is adjusted for changes in fair value. The compensation liability related to the RSUs is reported as “Other
Liabilities” in the consolidated statements of financial position.

Litigation contingencies

Existing and potential litigation is reviewed quarterly to determine if any adjustments to liabilities for possible losses are necessary. Reserves for
losses are established whenever they are probable and reasonably estimable. If no one estimate within the range of possible losses is more
probable than any other, a reserve is recorded based on the lowest amount of the range.
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Adoption of New Accounting Standards

Standard Description
Effective Date and Method of
Adoption Impact on Financial Statements

ASU 2016-13, Financial
Instruments-Credit Losses (Topic
326): Measurement of Credit
Losses on Financial Instruments

The new standard significantly changes how entities
measure credit losses for most financial assets,
reinsurance recoverables and certain other instruments
that are not measured at fair value through net income.
The guidance replaces the current “incurred loss”
approach with an “expected loss” model for instruments
measured at amortized cost. The measurement of credit
losses for available-for-sale debt securities measured at
fair value is not affected except that credit losses
recognized are limited to the amount by which the fair
value is below amortized cost, and the credit loss is
recognized through a valuation allowance. Previously, the
credit loss adjustments for available-for-sale debt
securities were recognized through a direct write down of
the investment under the other-than-temporary
impairment model. The standard also requires additional
disclosures.

The Company adopted this
standard on its required effective
date of January 1, 2020 using a
modified retrospective transition.

Adoption of this guidance resulted in an
allowance for credit losses primarily on
the commercial mortgage loans and
related off-balance sheet unfunded loan
commitments, held-to-maturity bonds,
and reinsurance recoverables. The
Company recorded a cumulative effect
adjustment to retained earnings of $33.5
million, net of tax, which reduced
stockholders' equity. The impact is
attributable to a $42.4 million allowance
for credit losses on the aforementioned
financial assets. See table below for
additional detail.

ASU 2018-13, Fair Value
Measurement (Topic 820):
Disclosure Framework-Changes
to the Disclosure Requirements
for Fair Value Measurement

The new guidance modifies the disclosure requirements
on fair value measurements. Certain disclosure
requirements are removed, modified, or added to improve
the relevancy of the fair value measurement disclosures.

The Company adopted this
standard on its required effective
date of January 1, 2020 using a
prospective transition for certain
amendments and retrospective
transition for all other
amendments.

The adoption of this standard did not
have a material impact to the Company’s
Notes to the Consolidated Financial
Statements.

ASU 2018-14, Compensation-
Retirement Benefits-Defined
Benefit Plans-General (Subtopic
715-20): Disclosure Framework-
Changes to the Disclosure
Requirements for Defined Benefit
Plans

The new standard modifies the disclosure requirements
for employers that sponsor defined benefit pension or
other postretirement plans. The guidance removes
certain defined benefit pension or other postretirement
plan disclosures that are no longer cost beneficial,
clarifies the specific requirements for each disclosure, and
adds disclosure requirements.

The Company adopted this
standard on its required effective
date of December 31, 2020, using
a retrospective transition.

The adoption of this standard did not
have a material impact to the Company’s
Consolidated Financial Statements or
Notes to the Consolidated Financial
Statements.

ASU 2018-15, Intangibles-
Goodwill and Other-Internal-Use
Software (Subtopic 350-40):
Customer’s Accounting for
Implementation Costs Incurred in
a Cloud Computing Arrangement
That Is a Service Contract

The new standard aligns the requirements for capitalizing
implementation costs incurred in a cloud computing
arrangement that is a service contract with the
requirements for capitalizing implementation costs
incurred to develop or obtain internal-use software.
Current GAAP does not specifically address the
implementation costs of a cloud computing arrangement
that is service contract.

The Company adopted this
standard on its required effective
date of January 1, 2020 using a
prospective transition.

The adoption of this standard did not
have a material impact to the Company’s
Consolidated Financial Statements or
Notes to the Consolidated Financial
Statements.

As of January 1, 2020, changes related to the adoption of ASU 2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments ("ASC 326"), had the following effect on assets and liabilities:

Pre-ASC 326
Adoption

Adjustment to
Adopt ASC 326

Balance as of
January 1, 2020

Assets:
Allowance for credit losses

Fixed maturity, bonds held-to-maturity, at amortized cost $ - $ (21,664) $ (21,664)
Mortgage loans on real estate (19,160) (11,216) (30,376)
Reinsurance recoverables (8,220) (7,920) (16,140)

Liabilities:
Allowance for credit losses

Other policyholder funds - 1,518 1,518
Other liabilities - (3,126) (3,126)

Total $ (27,380) $ (42,408) $ (69,788)
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Future Adoption of New Accounting Standards - The FASB issued the following accounting guidance relevant to American National:

Standard Description
Effective Date and Method of
Adoption Impact on Financial Statements

ASU 2018-12, Financial
Services-Insurance (Topic 944):
Targeted Improvements to the
Accounting for Long-Duration
Contracts

The guidance will improve the timeliness of recognizing
changes in the liability for future policy benefits for
traditional and limited payment long-duration contracts
and will modify the rate used to discount future cash
flows. The guidance will also simplify the accounting for
certain market-based options or guarantees associated
with deposit (or account balance) contracts (market risk
benefits), simplify the amortization of deferred
acquisition costs, and add significant qualitative and
quantitative disclosures.

This standard will become
effective for the Company for all
annual and interim periods
beginning January 1, 2023, which
was extended from the previous
effective date of January 1, 2022
through the issuance of ASU
2020-11. The guidance allows for
one of two adoption methods, a
modified retrospective transition
or a full retrospective transition,
except for the changes to
accounting for market risk
benefits which will require a
retrospective transition.

We are currently evaluating the impact of
the amendment to the Company. Based
on the nature of the standard, we expect
the impact to be material to our
Consolidated Financial Statements and
Notes to the Consolidated Financial
Statements.

ASU 2019-12, Income Taxes
(Topic 740): Simplifying the
Accounting for Income Taxes

The amendments simplify the accounting for income
taxes by removing certain exceptions in the existing
guidance including those related to intra-period tax
allocation when there is a loss from continuing
operations and income or a gain from other items. The
amendments require that an entity recognize a franchise
tax (or similar tax) that is partially based on income as
an income-based tax and account for any incremental
amount incurred as a non-income-based tax as well as
other minor changes.

This standard became effective
for the Company for all annual
and interim periods beginning
January 1, 2021. The new
guidance specifies which
amendments should be applied
prospectively, retrospective to all
periods presented, or on a
modified retrospective basis
through a cumulative-effect
adjustment to retained earnings as
of the beginning of the year of
adoption.

The adoption of this standard did not
have a material impact to the Company's
Consolidated Financial Statements or
Notes to the Consolidated Financial
Statements.

ASU 2020-04, Reference Rate
Reform (Topic 848): Facilitation
of the Effects of Reference Rate
Reform on Financial Reporting

The amendments in this Update provide optional
expedients and exceptions for applying GAAP to
contracts, hedging relationships, and other transactions
affected by reference rate reform if certain criteria are
met. The guidance only applies to contracts, hedging
relationships, and other transactions that reference
LIBOR or another reference rate expected to be
discontinued because of reference rate reform.

The amendments in this Update
are effective for all entities as of
March 12, 2020 and will sunset
through December 31, 2022, at
which time the application of
exceptions and optional
expedients will no longer be
permitted.

The inventory of LIBOR exposures has
been completed and is primarily limited to
floating rate bonds, alternative
investments, and borrowings within joint
venture investments. Some of the
contracts included in these categories will
mature prior to December 31, 2021, the
start of LIBOR rates cessations. The
transition from LIBOR is expected to
result in an immaterial impact to the
Company.
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Note 4 - Investment in Securities

The cost or amortized cost and fair value of investments in securities are shown below (in thousands):

December 31, 2020

Cost or
Amortized

Cost

Gross
Unrealized

Gains

Gross
Unrealized

(Losses)
Allowance for
Credit Losses Fair Value

Fixed maturity, bonds held-to-maturity
U.S. states and political subdivisions $ 109,445 $ 4,101 $ (11) $ - $ 113,535
Foreign governments 3,851 374 - - 4,225
Corporate debt securities 6,992,095 623,233 (9,117) (7,475) 7,598,736
Residential mortgage-backed securities 114,579 5,065 (1,464) (452) 117,728
Collateralized debt securities 139,709 6,864 (845) (4,515) 141,213
Other debt securities 7,733 11 - - 7,744

Total bonds held-to-maturity 7,367,412 639,648 (11,437) (12,442) 7,983,181
Fixed maturity, bonds available-for-sale

U.S. treasury and government 28,766 418 (1) - 29,183
U.S. states and political subdivisions 1,066,627 73,976 (145) - 1,140,458
Foreign governments 14,995 1,393 - - 16,388
Corporate debt securities 5,887,756 471,205 (17,207) (7,275) 6,334,479
Residential mortgage-backed securities 20,544 964 (29) (188) 21,291
Collateralized debt securities 54,454 1,040 (94) (19) 55,381

Total bonds available-for-sale 7,073,142 548,996 (17,476) (7,482) 7,597,180

Total investments in fixed maturity $ 14,440,554 $ 1,188,644 $ (28,913) $ (19,924) $ 15,580,361

December 31, 2019

Cost or
Amortized

Cost

Gross
Unrealized

Gains

Gross
Unrealized

(Losses)
Allowance for
Credit Losses Fair Value

Fixed maturity, bonds held-to-maturity
U.S. states and political subdivisions $ 165,109 $ 5,005 $ - $ - $ 170,114
Foreign governments 3,907 442 - - 4,349
Corporate debt securities 8,099,098 332,410 (6,539) - 8,424,969
Residential mortgage-backed securities 237,516 6,460 (1,148) - 242,828
Collateralized debt securities 125,631 1,146 (347) - 126,430

Total bonds held-to-maturity 8,631,261 345,463 (8,034) - 8,968,690
Fixed maturity, bonds available-for-sale

U.S. treasury and government 29,505 441 (5) - 29,941
U.S. states and political subdivisions 1,030,309 47,865 (9) - 1,078,165
Foreign governments 5,000 1,287 - - 6,287
Corporate debt securities 5,338,007 251,408 (12,795) - 5,576,620
Residential mortgage-backed securities 23,405 739 (201) - 23,943
Collateralized debt securities 9,444 686 (1) - 10,129

Total bonds available-for-sale 6,435,670 302,426 (13,011) - 6,725,085

Total investments in fixed maturity $ 15,066,931 $ 647,889 $ (21,045) $ - $ 15,693,775
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The amortized cost and fair value, by contractual maturity, of fixed maturity securities are shown below (in thousands):

December 31, 2020

Bonds Held-to-Maturity Bonds Available-for-Sale

Amortized Cost Fair Value Amortized Cost Fair Value
Due in one year or less $ 672,904 $ 681,748 $ 416,924 $ 421,798
Due after one year through five years 2,901,055 3,115,358 3,259,188 3,481,552
Due after five years through ten years 2,842,667 3,171,376 2,295,372 2,517,433
Due after ten years 950,786 1,014,699 1,101,658 1,176,397

Total $ 7,367,412 $ 7,983,181 $ 7,073,142 $ 7,597,180

Actual maturities differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or
prepayment penalties. Residential and commercial mortgage-backed securities, which are not due at a single maturity, have been presented based
on the year of final contractual maturity.

Proceeds from sales of bonds available-for-sale, with the related gross realized gains and losses, are shown below (in thousands):

Years ended December 31,

2020 2019 2018
Proceeds from sales of fixed maturity, bonds available-for-sale $ 164,372 $ 45,017 $ 85,590

Gross realized gains 624 250 376
Gross realized losses (4,145) (1,124) (2,298)

Gains and losses are determined using specific identification of the securities sold. During 2020 and 2019, bonds below investment grade with a
carrying value of $
142.7 million and $157.9 million, respectively, were transferred from held-to-maturity to available-for-sale after a deterioration in the issuers’
creditworthiness.

In accordance with various regulations, American National has bonds on deposit with regulating authorities with a carrying value of $47.7 million
and $48.0 million at December 31, 2020 and 2019, respectively. In addition, American National has pledged bonds in connection with agreements
and transactions, such as financing and reinsurance agreements. The carrying value of bonds pledged was $111.0 million and $162.2 million at
December 31, 2020 and 2019, respectively.

The components of the change in net unrealized gains (losses) on debt securities are shown below (in thousands):

Years ended December 31,

2020 2019 2018
Bonds available-for-sale: change in unrealized gains (losses) $ 242,105 $ 335,473 $ (233,465)
Adjustments for

Deferred policy acquisition costs (68,474) (87,003) 51,920
Participating policyholders’ interest (3,010) (16,056) 11,157
Deferred federal income tax benefit (expense) (36,306) (48,258) 34,127

Change in net unrealized gains (losses) on debt securities, net of tax $ 134,315 $ 184,156 $ (136,261)

The components of the change in net gains on equity securities are shown below (in thousands):
Years ended December 31,

2020 2019
Unrealized gains on equity securities $ 349,999 $ 375,395
Net gains on equity securities sold 6,282 47,140

Net gains on equity securities $ 356,281 $ 422,535
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The gross unrealized losses and fair value of bonds available-for-sale, aggregated by investment category and length of time individual securities
have been in a continuous unrealized loss position due to market factors are shown below (in thousands, except number of issues):

December 31, 2020

Less than 12 months 12 months or more Total

Number of
Issues

Gross
Unrealized

(Losses)
Fair

Value
Number of

Issues

Gross
Unrealized

(Losses)
Fair

Value
Number of

Issues

Gross
Unrealized

(Losses)
Fair

Value
Fixed maturity, bonds available-
for-sale

U.S. treasury and government 1 $ (1) $ 2,868 - $ - $ - 1 $ (1) $ 2,868
U.S. states and political
subdivisions 2 (145) 10,205 - - - 2 (145) 10,205
Corporate debt securities 43 (8,507) 270,249 8 (8,700) 13,270 51 (17,207) 283,519
Residential mortgage-backed
securities 1 (21) 1,391 3 (8) 593 4 (29) 1,984
Collaterized debt securities 3 (93) 12,752 1 (1) 158 4 (94) 12,910

Total 50 $ (8,767) $ 297,465 12 $ (8,709) $ 14,021 62 $ (17,476) $ 311,486

December 31, 2019

Less than 12 months 12 months or more Total

Number of
Issues

Gross
Unrealized

(Losses)
Fair

Value
Number of

Issues

Gross
Unrealized

(Losses)
Fair

Value
Number of

Issues

Gross
Unrealized

(Losses)
Fair

Value
Fixed maturity, bonds available-
for-sale

U.S. treasury and government - $ - $ - 5 $ (5) $ 8,299 5 $ (5) $ 8,299
U.S. states and political
subdivisions 2 (9) 1,733 - - - 2 (9) 1,733
Corporate debt securities 22 (5,257) 94,942 25 (7,538) 132,626 47 (12,795) 227,568
Residential mortgage-backed
securities 1 (9) 10,169 3 (192) 722 4 (201) 10,891
Collateralized debt securities 1 (1) 159 - - - 1 (1) 159

Total 26 $ (5,276) $ 107,003 33 $ (7,735) $ 141,647 59 $ (13,011) $ 248,650

Unrealized losses on bonds available-for-sale where an allowance for credit loss was not recorded are due to noncredit related factors caused by
market liquidity events related to COVID-19 and the related economic downturn. A number of assumptions and estimates are inherent in evaluating
whether an allowance for credit loss is necessary, which include the financial condition, near term and long-term prospects of the issue or issuer,
including relevant industry conditions and trends and implications of rating agency actions and offering prices.

Equity securities by market sector distribution are shown below, based on fair value:

December 31,

2020 2019
Consumer goods 19.3% 18.9%
Energy and utilities 5.2 8.0
Finance 21.6 18.0
Healthcare 15.0 13.0
Industrials 7.4 7.6
Information technology 27.1 25.0
Other 4.4 9.5

Total 100.0% 100.0%

86



Table of Contents

Note 4 - Investment in Securities - (Continued)

Allowance for Credit Losses

Held-to-Maturity Securities-Management measures expected credit losses on bonds held-to-maturity on a qualitative adjustment basis by major
security type: corporate bonds, structured products, municipals, specialty products and treasuries. Accrued interest receivable on held-to maturity
debt securities are excluded from the estimate of credit losses. The estimate of expected credit losses considers historical credit loss information
that is adjusted for current market conditions and reasonable and supportable economic forecasts based upon a third-party valuation model.

Available-for-Sale Securities-For bonds available-for-sale in an unrealized loss position, the Company first assesses whether it intends to sell the
security or will be required to sell the security before recovery of its amortized cost basis. If either of these criteria is met, the security’s amortized
cost basis is written down to fair value through income. For bonds available-for-sale that do not meet either indicated criteria, the Company
evaluates whether the decline in fair value has resulted from credit events or market factors. In making this assessment, management first calculates
the extent to which fair value is less than amortized cost, and then may consider any changes to the rating of the security by a rating agency, and
any specific conditions related to the security. If this assessment indicates that a credit loss exists, the present value of cash flows expected to be
collected from the security is compared to the amortized cost basis of the security. If the present value of cash flows expected to be collected is less
than the amortized cost basis, a credit loss exists and an allowance for credit losses is recorded through income, limited to the amount fair value is
less than amortized cost. Any remaining unrealized loss is recognized in other comprehensive income.

When the discounted cash flow method is used to determine the allowance for credit losses, management's estimates incorporate expected
prepayments, if any. Model inputs are considered reasonable and supportable for three years. A mean reversion is applied in years four and five.
Credit loss allowance is not measured on accrued interest receivable because the balance is written off to net investment income in a timely manner,
within 90 days. Changes in the allowance for credit losses are recognized through the consolidated statement of operations as changes in estimated
credit loss.

No accrued interest receivables were written off as of December 31, 2020.

The rollforward of the allowance for credit losses for bonds held-to-maturity is shown below (in thousands):

Foreign
Governments

Corporate Debt
Securities

Collateralized Debt
Securities

Residential
Mortgage Backed

Securities Total
Allowance for credit losses*

Cumulative adjustment at January 1, 2020 $ 4 $ (18,563) $ (2,968) $ (137) $ (21,664)
Purchases - (622) (323) - (945)
Disposition - 6,901 106 134 7,141
Provision 1 (6,117) 199 - (5,917)

Balance at March 31, 2020 5 (18,401) (2,986) (3) (21,385)
Purchases - (116) - - (116)
Disposition - 200 - - 200
Provision (5) (1,565) 454 3 (1,113)

Balance at June 30, 2020 - (19,882) (2,532) - (22,414)
Purchases - (4) (6) - (10)
Disposition - 1,607 - - 1,607
Provision - (231) (408) (35) (674)

Balance at September 30, 2020 - (18,510) (2,946) (35) (21,491)
Purchases - (41) - - (41)
Disposition - 793 694 - 1,487
Provision - 10,283 (2,263) (417) 7,603

Balance at December 31, 2020 $ - $ (7,475) $ (4,515) $ (452) $ (12,442)

*Quarterly amounts in the table above are unaudited

87



Table of Contents

Note 4 - Investment in Securities - (Continued)

The rollforward of the allowance for credit losses for available-for-sale debt securities is shown below (in thousands):

Corporate Debt
Securities

Collateralized Debt
Securities

Residential
Mortgage Backed

Securities Total
Allowance for credit losses*

Beginning balance at January 1, 2020 $ - $ - $ - $ -
Allowance on securities that had an allowance recorded in a
previous period (12,499) (236) (130) (12,865)

Balance at March 31, 2020 (12,499) (236) (130) (12,865)
Increase in allowance related to purchases (73) - - (73)
Reduction in allowance related to disposition 7 - 3 10
Allowance on securities that had an allowance recorded in a
previous period 10,017 155 (83) 10,089
Allowance on securities where credit losses were not previously
recorded (1,276) - - (1,276)

Balance at June 30, 2020 (3,824) (81) (210) (4,115)
Increase in allowance related to purchases (28) - - (28)
Reduction in allowance related to disposition 33 - - 33
Allowance on securities that had an allowance recorded in a
previous period 1,153 74 16 1,243
Allowance on securities where credit losses were not previously
recorded (4,771) - - (4,771)

Balance at September 30, 2020 (7,437) (7) (194) (7,638)
Increase in allowance related to purchases (116) - - (116)
Reduction in allowance related to disposition 23 6 - 29
Allowance on securities that had an allowance recorded in a
previous period 255 (18) 6 243

Balance at December 31, 2020 $ (7,275) $ (19) $ (188) $ (7,482)

*Quarterly amounts in the table above are unaudited

The allowance fluctuated from quarter to quarter in 2020 reflecting market volatility during the year. The impact of COVID-19, the oil price shocks,
and the elevated unemployment rate were variables that increased default risk for borrowers in North America and globally. During 2020, energy,
retail, construction and transportation sectors were most impacted by the market conditions leading to increased loss allowances; however, in the
last quarter of 2020, the default risk forecast had shown that government policies and vaccine development succeeded in mitigating the credit risk
to a certain extent. As a result, the expected loss on U.S. corporate debt securities classified as held-to-maturity decreased with the recovery in the
market by the end of the year. The outcome drove held-to-maturity allowances to become more in line with available-for-sale results.
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Credit Quality Indicators

The Company monitors the credit quality of bonds held-to-maturity through the use of credit ratings, which are updated on a monthly basis. The
two traditional metrics for assessing interest rate risks are interest-coverage ratios and capitalization ratios which can also be used in the
assessment of credit risk. These risks are fairly mitigated through the diversification of all bond investments. Categories of diversification include
credit ratings, geographic locations, maturities, and market sector.

The credit quality indicators for the amortized cost of bonds held-to-maturity are shown below (in thousands):

December 31, 2020

Amortized cost of held-to-maturity debt securities by credit rating

Fixed maturity, bonds held-to-maturity AAA AA A BBB BB and below Total
U.S. state and political subdivisions $ 25,831 $ 43,964 $ 34,893 $ - $ 4,757 $ 109,445
Foreign governments - 2,820 1,031 - - 3,851
Corporate debt securities 1,956 262,830 2,976,571 3,647,496 103,242 6,992,095
Collateralized debt securities - - 107,795 31,914 - 139,709
Residential mortgage backed securities - 112,995 - - 1,584 114,579
Other debt securities - 7,733 - - - 7,733

Total $ 27,787 $ 430,342 $ 3,120,290 $ 3,679,410 $ 109,583 $ 7,367,412

December 31, 2019

Amortized cost of held-to-maturity debt securities by credit rating

Fixed maturity, bonds held-to-maturity AAA AA A BBB BB and below Total
U.S. state and political subdivisions $ 58,539 $ 76,542 $ 24,260 $ 500 $ 5,268 $ 165,109
Foreign governments - 2,861 1,046 - - 3,907
Corporate debt securities 2,729 407,070 3,637,144 4,031,931 20,224 8,099,098
Residential mortgage backed securities 87,003 - 51,771 - 98,742 237,516
Collateralized debt securities - - 109,233 16,398 - 125,631

Total $ 148,271 $ 486,473 $ 3,823,454 $ 4,048,829 $ 124,234 $ 8,631,261

Note 5 - Mortgage Loans

Generally, commercial mortgage loans are secured by first liens on income-producing real estate. American National attempts to maintain a
diversified portfolio by considering both the location of the underlying collateral as well as the type of mortgage loan. The geographic categories
come from the U.S. Census Bureau's "Census Regions and Divisions of the United States."
The distribution based on carrying amount of mortgage loans by location is as follows (in thousands, except percentages):

December 31,

2020 2019
East North Central $ 783,614 14.9% $ 667,150 13.1%
East South Central 146,052 2.8 144,887 2.8
Mountain 1,284,555 24.5 1,200,434 23.6
Pacific 806,426 15.4 852,574 16.7
South Atlantic 619,405 11.8 621,875 12.2
West South Central 1,313,848 25.1 1,272,522 25.0
Other 288,631 5.5 337,575 6.6

Total $ 5,242,531 100.0% $ 5,097,017 100.0%

89



Table of Contents

Note 5 - Mortgage Loans - (Continued)

As of December 31, 2020 and 2019, loans in foreclosure and loans foreclosed are as follows (in thousands, except number of loans):
December 31,

2020 2019

Foreclosure and foreclosed
Number of

Loans
Recorded

Investment
Number of

Loans
Recorded

Investment
In foreclosure 1 $ 5,168 2 $ 13,345
Filed for bankruptcy* 1 9,230 - -

Total in foreclosure 2 $ 14,398 2 $ 13,345

Foreclosed 2 $ 8,603 2 $ 16,008

*Borrower filed for bankruptcy after foreclosure proceedings had begun.

The age analysis of past due loans is shown below (in thousands, except percentages):

30-59 Days
Past Due

60-89 Days
Past Due

More Than 90
Days Past Due

Total

December 31, 2020 Total Current Amount Percent
Apartment $ - $ - $ - $ - $ 557,159 $ 557,159 10.5%
Hotel 30,315 30,158 - 60,473 853,522 913,995 17.0
Industrial 14,930 - 5,168 20,098 836,105 856,203 15.9
Office 24,804 - 9,230 34,034 1,522,197 1,556,231 29.0
Parking 48,825 29,355 - 78,180 286,107 364,287 6.8
Retail 4,991 - 25,779 30,770 760,907 791,677 14.7
Storage - - - - 165,561 165,561 3.1
Other - - - - 163,121 163,121 3.0

Total $ 123,865 $ 59,513 $ 40,177 $ 223,555 $ 5,144,679 $ 5,368,234 100.0%

Allowance for loan losses (125,703)

Total, net of allowance $ 5,242,531

December 31, 2019
Apartment $ - $ - $ - $ - $ 385,630 $ 385,630 7.5%
Hotel - - - - 901,044 901,044 17.6
Industrial - 13,076 4,091 17,167 589,722 606,889 11.9
Office 22,870 - - 22,870 1,587,591 1,610,461 31.5
Parking - - - - 284,866 284,866 5.6
Retail - - 4,122 4,122 843,466 847,588 16.6
Storage - - - - 148,402 148,402 2.9
Other 11,759 - - 11,759 319,538 331,297 6.4

Total $ 34,629 $ 13,076 $ 8,213 $ 55,918 $ 5,060,259 $ 5,116,177 100.0%

Allowance for loan losses (19,160)

Total, net of allowance $ 5,097,017

As a result of the economic impact associated with COVID-19, as of December 31, 2020,
93 loans with a total balance of $1.6 billion primarily related to hotels, retail and parking operations were modified. The terms of the modifications of
these loans include forbearance of principal and interest payments for a period of up to six months, extensions of maturity dates, and/or provision
for interest only payments. Of these modified loans, three loans totaling $60.5 million are over 60 days past due and one loan totaling $25.8 million is
over 90 days past due. Prior to December 31, 2020, eight loans totaling $230 million which had been modified earlier in the year were modified again.
The terms of these modifications were for additional forbearance of up to six months and extensions of interest only payments for up to twelve
month and generally included a requirement for the payment of at least 20% of the total interest due during the modification period. The remaining
loans are current under their modified terms. The modified loans are presented according to their referenced status under their modified terms in the
aging table above. The modified loans had an aggregate deferred interest of $18.3 million as of December 31, 2020.

There were no unamortized purchase discounts as of December 31, 2020 and 2019. Total mortgage loans were net of unamortized origination fees of
$26.1 million and $29.3 million at December 31, 2020 and 2019, respectively. No unearned income is included in these amounts.
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Note 5 - Mortgage Loans - (Continued)

Troubled Debt Restructurings

American National has granted concessions to certain mortgage loan borrowers. Concessions are generally one of, or a combination of, a delay in
payment of principal or interest, a reduction of the contractual interest rate or an extension of the maturity date. Loans that have these concessions
could be classified as troubled debt restructurings. The carrying value after the allowance, before and after modification in a troubled debt
restructuring, may not change significantly, or may increase if the expected recovery is higher than the pre-modification recovery assessment. Loan
modifications executed due to COVID-19 resulting in a total delay of more than six months were evaluated for troubled debt restructured status
under current GAAP guidance.

Troubled debt restructuring mortgage loan information is as follows (in thousands, except number of loans):

Years ended December 31,

2020 2019

Number of Loans

Recorded
Investment 

Pre-Modification

Recorded
Investment 

Post Modification Number of Loans

Recorded
Investment 

Pre-Modification

Recorded
Investment 

Post Modification
Office 7 $ 76,220 $ 76,220 2 $ 21,211 $ 21,211
Retail 6 79,943 79,943 1 38,248 38,248
Industrial 2 11,565 11,565 - - -
Hotel 34 811,131 811,131 - - -
Parking 16 248,465 248,465 - - -
Apartment 2 40,097 40,097 - - -

Total 67 $ 1,267,421 $ 1,267,421 3 $ 59,459 $ 59,459

American National considers the amount, timing and extent of concessions in determining credit loss allowances for loan losses recorded in
connection with a troubled debt restructuring.

There were 67 loans determined to be a troubled debt restructuring for the year ended December 31, 2020. There are $3.9 million of commitments to
lend additional funds to debtors whose loans have been modified in a troubled debt restructuring during the periods presented. The increase in
loans determined to be a troubled debt restructuring in 2020 is attributable to COVID-19 related loan modifications where the concessions granted
were in excess of six-months in duration.
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Note 5 - Mortgage Loans - (Continued)

Allowance for Credit Losses

Mortgage loans on real estate are stated at unpaid principal balance, adjusted for any unamortized discount, deferred expenses and allowances.
The allowance for current expected losses per ASU No. 2016-13 Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on
Financial Instruments ("ASC 326"), at the effective date, January 1, 2020, was based upon the current expected credit loss model. Refer to Note 3,
Recently Issued Accounting Pronouncements. The model considers past loss experience, current economic conditions, and reasonable and
supportable forecasts of future conditions. Reversion for the allowance calculation is implicit in the models used to determine the allowance. The
methodology uses a discounted cash flow approach based on expected cash flows.

The rollforward of the allowance for credit losses for mortgage loans is shown below (in thousands):
Commercial

Mortgage Loans**

Balance at December 31, 2017 $ (18,866)
Change in allowance (2,467)

Balance at December 31, 2018 (21,333)
Change in allowance 2,173

Balance at December 31, 2019 (19,160)
Cumulative adjustment at January 1, 2020* (11,216)
Provision (29,069)

Balance at March 31, 2020 (59,445)
Provision (52,035)

Balance at June 30, 2020 (111,480)
Provision (1,436)

Balance at September 30, 2020 (112,916)
Provision (12,787)

Balance at December 31, 2020 $ (125,703)

*Effective January 1, 2020, the Company adopted ASU No. 2016-13. Adoption of this guidance resulted in an allowance for credit losses primarily on the commercial
mortgage loans and related off-balance sheet unfunded loan commitments, held-to-maturity bonds and reinsurance recoverables. Prior periods have not been restated to
conform to the current presentation. See Note 3, Recently Issued Accounting Pronouncements.

**Quarterly amounts in the table above are unaudited

The change in allowance for December 31, 2020 was driven by the economic disruption caused by COVID-19.

The asset and allowance balances for credit losses for mortgage loans by property-type are shown below (in thousands):

December 31, 2020

Asset Balance Allowance
Apartment $ 557,159 $ (8,845)
Hotel 913,995 (45,596)
Industrial 856,203 (2,516)
Office 1,556,231 (33,373)
Retail 791,677 (10,856)
Parking 364,287 (18,178)
Storage 165,561 (2,509)
Other 163,121 (3,830)

Total $ 5,368,234 $ (125,703)
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Note 5 - Mortgage Loans - (Continued)

Credit Quality Indicators

Mortgage loans are segregated by property-type and quantitative and qualitative allowance factors are applied. Qualitative factors are developed
quarterly based on the pooling of assets with similar risk characteristics and historical loss experience adjusted for the expected trend in the current
market environment. Credit losses are pooled by collateral type as it represents the most similar and reliable risk characteristics in our portfolio. The
amortized cost of mortgage loans by year of origination by property-type are shown below (in thousands):

Amortized Cost Basis by Origination Year

2020 2019 2018 2017 2016 Prior Total
Apartment $ 43,000 $ 179,817 $ 48,316 $ 180,073 $ 68,465 $ 37,488 $ 557,159
Hotel 4,697 63,538 204,103 219,655 148,130 273,872 913,995
Industrial 278,401 157,808 134,076 46,544 122,587 116,787 856,203
Office 31,904 58,938 199,428 343,178 293,625 629,158 1,556,231
Retail 69,501 38,977 100,607 80,207 161,460 340,925 791,677
Parking 28,678 13,791 27,243 8,650 169,521 116,404 364,287
Storage 21,659 63,313 54,562 17,095 8,932 - 165,561
Other - 32,111 59,418 2,235 21,274 48,083 163,121

Total $ 477,840 $ 608,293 $ 827,753 $ 897,637 $ 993,994 $ 1,562,717 $ 5,368,234
Allowance for loan losses (125,703)

Total, net of allowance $ 5,242,531

Generally, mortgage loans are secured by first liens on income-producing real estate with a loan-to-value ratio of up to 75%. It is the Company's
policy to not accrue interest on loans that are 90 days delinquent and where amounts are determined to be uncollectible. At December 31, 2020,
commercial loans of $40.2 million were past due over 90 days and are in non-accrual status.

Off-Balance Sheet Credit Exposures

The Company has off-balance sheet credit exposures related to non-cancellable unfunded commitment amounts on commercial mortgage loans. We
estimate the allowance for these exposures by applying the allowance rate we computed for each property type to the related outstanding
commitment amounts. As of December 31, 2020, we have included an $11.8 million liability in other liabilities on the consolidated statements of
financial position based on unfunded loan commitments of $686.5 million.
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Note 6 - Real Estate and Other Investments

The carrying amount of investment real estate, net of accumulated depreciation, by property-type and geographic distribution are as follows (in
thousands, except percentages):

December 31, 2020 December 31, 2019

Carrying Amount Percent Carrying Amount Percent
Industrial $ 37,764 7.3% $ 68,809 12.5%
Office 237,246 45.9 219,490 39.8
Retail 199,232 38.5 215,800 39.1
Other 43,051 8.3 47,120 8.6

Total $ 517,293 100.0% $ 551,219 100.0%

December 31, 2020 December 31, 2019

Carrying Amount Percent Carrying Amount Percent
East North Central $ 49,921 9.7% $ 32,539 5.9%
East South Central 32,630 6.3 34,248 6.2
Mountain 65,862 12.7 68,498 12.4
Pacific 42,537 8.2 40,462 7.3
South Atlantic 72,305 14.0 83,552 15.2
West South Central 236,987 45.8 278,833 50.6
Other 17,051 3.3 13,087 2.4

Total $ 517,293 100.0% $ 551,219 100.0%

American National regularly invests in real estate partnerships and joint ventures. American National frequently participates in the design of these
entities with the sponsor, but in most cases, its involvement is limited to financing. Through analysis performed by American National, some of
these partnerships and joint ventures have been determined to be variable interest entities (“VIEs”). In certain instances, in addition to an economic
interest in the entity, American National holds the power to direct the most significant activities of the entity and is deemed the primary beneficiary
or consolidator of the entity. The assets of the consolidated VIEs are restricted and must first be used to settle their liabilities. Creditors or
beneficial interest holders of these VIEs have no recourse to the general credit of American National, as American National’s obligation is limited to
the amount of its committed investment. American National has not provided financial or other support to the VIEs in the form of liquidity
arrangements, guarantees, or other commitments to third-parties that may affect the fair value or risk of its variable interest in the VIEs in 2020 or
2019.

The assets and liabilities relating to the VIEs included in the consolidated financial statements are as follows (in thousands):

December 31,

2020 2019
Investment real estate $ 131,405 $ 134,534
Short-term investments 500 500
Cash and cash equivalents 8,070 11,155
Other receivables 3,484 3,673
Other assets 13,796 15,355

Total assets of consolidated VIEs $ 157,255 $ 165,217

Notes payable $ 153,703 $ 157,997
Other liabilities 8,490 9,731

Total liabilities of consolidated VIEs $ 162,193 $ 167,728

The notes payable in the consolidated statements of financial position pertain to the borrowings of the consolidated VIEs. The liability of American
National relating to notes payable of the consolidated VIEs is limited to the amount of its direct or indirect investment in the respective ventures,
which totaled $
3.0 million and $4.3 million at December 31, 2020 and 2019, respectively.
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Note 6 - Real Estate and Other Investments - (Continued)

The total long-term notes payable of the consolidated VIE’s consists of the following (in thousands):

December 31,

Interest rate Maturity 2020 2019
LIBOR 2021 $ 10,819 $ 10,836
4% fixed 2022 78,565 81,709
4.18% fixed 2024 64,319 65,452

Total $ 153,703 $ 157,997

For other VIEs in which American National is a partner, it is not the primary beneficiary, and these entities are not consolidated, as the major
decisions that most significantly impact the economic activities of the VIE require consent of all partners. The carrying amount and maximum
exposure to loss relating to unconsolidated VIEs follows (in thousands):

December 31,

2020 2019

Carrying
Amount

Maximum
Exposure

to Loss
Carrying
Amount

Maximum
Exposure
to Loss

Investment in unconsolidated affiliates $ 368,588 $ 368,588 $ 332,742 $ 332,742
Mortgage loans 722,917 722,917 657,528 657,528
Accrued investment income 4,980 4,980 2,198 2,198

As of December 31, 2020, one real estate investment with a carrying value of $3.4 million met the criteria as held-for-sale.

The Company’s equity in earnings of unconsolidated affiliates is the Company’s share of operating earnings and realized gains from fixed income
and equity funds and investments in real estate joint ventures (“joint ventures”) using the equity method of accounting. In 2020 and 2019 certain
joint ventures took advantage of market opportunities to generate realized gains on the sale of real estate held or developed by the ventures.

Fixed income and equity funds are primarily comprised of senior secured and second lien private loans that are secured by assets, revenues, or
credit/balance sheet lending.

The Company’s income from and investment in each joint venture did not exceed 20% and therefore no separate financial disclosure is required.
The Company’s income from, assets held, and investment in each joint venture did not exceed 10% of operating income before tax. Additionally, the
Company’s investment in joint ventures is less than 3% of the Company’s total assets, and investments in individual joint ventures is not
considered to be material to the Company in relation to its financial position or ongoing results of operations. Therefore, summarized financial
information of equity method investees has not been included.

The Company’s total investment in and equity in earnings of unconsolidated affiliates, of which substantially all are limited liability companies
("LLCs") or limited partnerships, were comprised of the following (in thousands):

December 31,

2020 2019
Fixed income and equity funds $ 458,776 $ 278,611
Real estate joint ventures 443,279 402,780
Other 18,359 24,330

Total investments in unconsolidated affiliates $ 920,414 $ 705,721

Years ended December 31,

2020 2019 2018
Income from operations $ 14,958 $ 7,407 $ 7,595
Net gain on sales 27,509 96,094 13,686

Equity in earnings of unconsolidated affiliates $ 42,467 $ 103,501 $ 21,281
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Note 7 - Derivative Instruments

American National purchases over-the-counter equity-indexed options as economic hedges against fluctuations in the equity markets to which
equity-indexed products are exposed. These options are not designated as hedging instruments for accounting purposes under GAAP. Equity-
indexed contracts include a fixed host universal-life insurance or annuity contract and an equity-indexed embedded derivative.
The detail of derivative instruments is shown below (in thousands, except number of instruments):

December 31,

Derivatives Not Designated as
Hedging Instruments

Location in the Consolidated
Statements of Financial
Position

2020 2019

Number of
Instruments

Notional
Amounts

Estimated
Fair Value

Number of
Instruments

Notional
Amounts

Estimated
Fair Value

Equity-indexed options Other invested assets 455 $ 2,867,600 $ 242,201 473 $ 2,654,600 $ 256,005
Equity-indexed embedded derivative Policyholders’ account balances 112,103 2,748,540 705,013 101,950 2,527,205 731,552

Gains (Losses) Recognized in Income on Derivatives

Derivatives Not Designated as
Hedging Instruments Location in the Consolidated Statements of Operations

Years ended December 31,

2020 2019 2018
Equity-indexed options Net investment income $ 51,931 $ 144,980 $ (54,951)
Equity-indexed embedded derivative Interest credited to policyholders’ account balances (22,977) (162,011) 17,862

The Company’s use of derivative instruments exposes it to credit risk in the event of non-performance by the counterparties. The Company has a
policy of only dealing with counterparties it believes are creditworthy and obtaining sufficient collateral where appropriate, as a means of mitigating
the financial loss from defaults. The Company holds collateral in cash and notes secured by U.S. government backed assets. The non-performance
risk is the net counterparty exposure based on the fair value of the open contracts, less the fair value of collateral held. The Company maintains
master netting agreements with its current active trading partners. As such, a right of offset has been applied to collateral that supports credit risk
and has been recorded in the consolidated statements of financial position as an offset to “Other invested assets” with an associated payable to
“Other liabilities” for excess collateral.

Information regarding the Company’s exposure to credit loss on the options it holds is presented below (in thousands):
December 31, 2020

Counterparty Moody/S&P
Rating

Options Fair
Value

Collateral
Held in Cash

Collateral
Held in
Invested
Assets

Total
Collateral

Held

Collateral
Amounts used

to Offset
Exposure

Excess
Collateral

Exposure Net
of Collateral

Barclays Baa2/BBB $ 51,489 $ 31,513 $ 18,100 $ 49,613 $ 49,613 $ - $ 1,876
Credit Suisse Baa1/BBB+ 9,447 8,680 - 8,680 8,680 - 767
Goldman-Sachs A3/BBB+ 1,227 1,170 - 1,170 1,170 - 57
ING Baa1/A- 20,606 10,450 10,300 20,750 20,606 144 -
Morgan Stanley A2/BBB+ 37,406 30,616 5,700 36,316 36,316 - 1,090
NATIXIS* A1/A+ 30,567 30,720 - 30,720 30,567 153 -
Truist A3/A- 52,127 43,960 11,000 54,960 52,127 2,833 -
Wells Fargo A2/BBB+ 39,332 29,370 9,900 39,270 39,270 - 62

Total $ 242,201 $ 186,479 $ 55,000 $ 241,479 $ 238,349 $ 3,130 $ 3,852

December 31, 2019

Counterparty
Moody/S&P

Rating
Options Fair

Value
Collateral

Held in Cash

Collateral
Held in
Invested
Assets

Total
Collateral

Held

Collateral
Amounts used

to Offset
Exposure

Excess
Collateral

Exposure Net
of Collateral

Barclays Baa3/BBB $ 54,583 $ 27,343 $ 28,000 $ 55,343 $ 54,583 $ 760 $ -
Credit Suisse Baa2/BBB+ 7,117 7,390 - 7,390 7,009 381 108
Goldman-Sachs A3/BBB+ 1,053 930 - 930 930 - 123
ING Baa1/A- 30,330 14,940 16,000 30,940 30,330 610 -
Morgan Stanley A3/BBB+ 34,988 25,926 9,000 34,926 34,926 - 62
NATIXIS* A1/A+ 29,918 30,200 - 30,200 29,918 282 -
SunTrust A3/A- 60,360 41,720 17,000 58,720 58,645 75 1,715
Wells Fargo A2/A- 37,656 24,110 15,000 39,110 37,656 1,454 -

Total $ 256,005 $ 172,559 $ 85,000 $ 257,559 $ 253,997 $ 3,562 $ 2,008

*Collateral is prohibited from being held in invested assets.
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Note 8 - Net Investment Income and Net Realized Investment Gains (Losses)

Net investment income (loss) is shown below (in thousands):

Years ended December 31,

2020 2019 2018
Bonds $ 560,811 $ 602,054 $ 566,513
Equity securities 31,325 33,502 39,193
Mortgage loans 251,414 254,720 258,102
Real estate 5,797 8,849 13,533
Equity-indexed options 51,931 144,980 (54,951)
Other invested assets 32,407 33,301 35,977

Total $ 933,685 $ 1,077,406 $ 858,367

Net realized investment gains (losses) are shown below (in thousands):

Years ended December 31,

2020 2019 2018
Bonds $ 23,318 $ 16,361 $ 10,903
Mortgage loans - (2,412) (4,798)
Real estate 12,401 25,555 12,076
Other invested assets (59) (1,785) (7)

Total $ 35,660 $ 37,719 $ 18,174

Net realized investment gains (losses) by transaction type are shown below (in thousands):

Years ended December 31,

2020 2019 2018
Sales $ 10,249 $ 27,161 $ 13,279
Calls and maturities 26,948 17,372 12,893
Paydowns (108) (156) (209)
Impairments (1,276) (6,505) (3,717)
Loss allowance* - 21 (2,547)
Others (153) (174) (1,525)

Total $ 35,660 $ 37,719 $ 18,174

Other-than-temporary impairment losses are shown below (in thousands):

Years ended December 31,

2020 2019 2018
Bonds* $ - $ (6,968) $ (1,243)

*Effective January 1, 2020, the Company adopted ASU No. 2016-13. Adoption of this guidance resulted in an allowance for credit losses primarily on the commercial
mortgage loans and related off-balance sheet unfunded loan commitments, held-to-maturity bonds and reinsurance recoverables. Prior periods have not been restated to
conform to the current presentation. See Note 3, Recently Issued Accounting Pronouncements.
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Note 9 - Fair Value of Financial Instruments

The carrying amount and fair value of financial instruments are shown below (in thousands):

December 31,

2020 2019

Carrying
Amount Fair Value

Carrying
Amount Fair Value

Financial assets
Fixed maturity, bonds held-to-maturity $ 7,354,970 $ 7,983,181 $ 8,631,261 $ 8,968,690
Fixed maturity, bonds available-for-sale 7,597,180 7,597,180 6,725,085 6,725,085
Equity securities 2,070,766 2,070,766 1,700,960 1,700,960
Equity-indexed options 242,201 242,201 256,005 256,005
Mortgage loans on real estate, net of allowance 5,242,531 5,451,152 5,097,017 5,309,005
Policy loans 373,014 373,014 379,657 379,657
Short-term investments 1,028,379 1,028,379 425,321 425,321

Separate account assets ($1,153,702 and $1,049,938 included in fair value hierarchy) 1,185,467 1,185,467 1,073,891 1,073,891
Separately managed accounts 64,424 64,424 50,503 50,503

Total financial assets $ 25,158,932 $ 25,995,764 $ 24,339,700 $ 24,889,117

Financial liabilities
Investment contracts $ 10,101,764 $ 10,101,764 $ 10,254,959 $ 10,254,959

Embedded derivative liability for equity-indexed contracts 705,013 705,013 731,552 731,552
Notes payable 153,703 153,703 157,997 157,997

Federal Home Loan Bank advance 250,000 250,227 - -
Separate account liabilities ($1,153,702 and $1,049,938 included in fair value hierarchy) 1,185,467 1,185,467 1,073,891 1,073,891

Total financial liabilities $ 12,395,947 $ 12,396,174 $ 12,218,399 $ 12,218,399

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability. A fair value hierarchy is used to determine fair
value based on a hypothetical transaction at the measurement date from the perspective of a market participant. American National has evaluated
the types of securities in its investment portfolio to determine an appropriate hierarchy level based upon trading activity and the observability of
market inputs. The classification of assets or liabilities within the fair value hierarchy is based on the lowest level of significant input to its
valuation. The input levels are defined as follows:

Level 1 Unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2 Quoted prices in markets that are not active or inputs that are observable directly or indirectly. Level 2 inputs include quoted prices for
similar assets or liabilities other than quoted prices in Level 1; quoted prices in markets that are not active; or other inputs that are
observable or can be derived principally from or corroborated by observable market data for substantially the full term of the assets or
liabilities.

Level 3 Unobservable inputs that are supported by little or no market activity and are significant to the fair value of the assets or liabilities.
Unobservable inputs reflect American National’s own assumptions about the assumptions that market participants would use in
pricing the asset or liability. Level 3 assets and liabilities include financial instruments whose values are determined using pricing
models and third-party evaluation, as well as instruments for which the determination of fair value requires significant management
judgment or estimation.
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Note 9 - Fair Value of Financial Instruments - (Continued)

Valuation Techniques for Financial Instruments Recorded at Fair Value

Fixed Maturity Securities and Equity Options-American National utilizes a pricing service to estimate fair value measurements. The estimates of fair
value for most fixed maturity securities, including municipal bonds, provided by the pricing service are disclosed as Level 2 measurements as the
estimates are based on observable market information rather than market quotes. The pricing service utilizes market quotations for fixed maturity
securities that have quoted prices in active markets. Since fixed maturity securities generally do not trade on a daily basis, the pricing service
prepares estimates of fair value measurements for these securities using its proprietary pricing applications, which include available relevant market
information, benchmark curves, benchmarking of like securities, sector groupings and matrix pricing. Additionally, an option adjusted spread model
is used to develop prepayment and interest rate scenarios.

The pricing service evaluates each asset class based on relevant market information, credit information, perceived market movements and sector
news. The market inputs utilized in the pricing evaluation, listed in the approximate order of priority, include: benchmark yields, reported trades,
broker/dealer quotes, issuer spreads, two-sided markets, benchmark securities, bids, offers, reference data, and economic events. The extent of the
use of each market input depends on the asset class and the market conditions. Depending on the security, the priority of the use of inputs may
change or some market inputs may not be relevant. For some securities, additional inputs may be necessary.

American National has reviewed the inputs and methodology used and the techniques applied by the pricing service to produce quotes that
represent the fair value of a specific security. The review confirms that the pricing service is utilizing information from observable transactions or a
technique that represents a market participant’s assumptions. American National does not adjust quotes received from the pricing service. The
pricing service utilized by American National has indicated that they will only produce an estimate of fair value if there is objectively verifiable
information available.

American National holds a small amount of private placement debt and fixed maturity securities that have characteristics that make them unsuitable
for matrix pricing. For these securities, a quote from an independent broker (typically a market maker) is obtained. Due to the disclaimers on the
quotes that indicate the price is indicative only, American National includes these fair value estimates in Level 3.

For securities priced using a quote from an independent broker, such as the equity-indexed options and certain fixed maturity securities, American
National uses a market-based fair value analysis to validate the reasonableness of prices received. Price variances above a certain threshold are
analyzed further to determine if any pricing issue exists. This analysis is performed quarterly.

Equity Securities-For publicly-traded equity securities, prices are received from a nationally recognized pricing service that are based on
observable market transactions, and these securities are classified as Level 1 measurements. For certain preferred stock, current market quotes in
active markets are unavailable. In these instances, an estimated fair value is received from the pricing service. The service utilizes similar
methodologies to price preferred stocks as it does for fixed maturity securities. If applicable, these estimates would be disclosed as Level 2
measurements. American National tests the accuracy of the information provided by reference to other services annually.

Short-Term Investments-Short-term investments are primarily commercial paper rated A2 or P2 or better by Standard & Poor's and Moody's,
respectively. Commercial paper is carried at amortized cost which approximates fair value. These investments are classified as Level 2
measurements.
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Note 9 - Fair Value of Financial Instruments - (Continued)

Separate Account Assets and Liabilities-Separate account assets and liabilities are funds that are held separate from the general assets and
liabilities of American National. Separate account assets include funds representing the investments of variable insurance product contract holders,
who bear the investment risk of such funds. Investment income and investment gains and losses from these separate funds accrue to the benefit of
the contract holders. American National reports separately, as assets and liabilities, investments held in such separate accounts and liabilities of the
separate accounts if (i) such separate accounts are legally recognized; (ii) assets supporting the contract liabilities are legally insulated from
American National’s general account liabilities; (iii) investments are directed by the contract holder; and (iv) all investment performance, net of
contract fees and assessments, is passed through to the contract holder. In addition, American National's qualified pension plan assets are
included in separate accounts. The assets of these accounts are carried at fair value. Deposits, net investment income and realized investment gains
and losses for these accounts are excluded from revenues, and related liability increases are excluded from benefits and expenses in the
consolidated statements of operations. Separate accounts are established in conformity with insurance laws and are not chargeable with liabilities
that arise from any other business of American National.

The separate account assets included on the quantitative disclosures fair value hierarchy table are comprised of short-term investments, equity
securities, and fixed maturity bonds available-for-sale. Equity securities are classified as Level 1 measurements. Short-term investments and fixed
maturity securities are classified as Level 2 measurements. These classifications for separate account assets reflect the same fair value level
methodologies as listed above as they are derived from the same vendors and follow the same process.

The separate account assets also include cash and cash equivalents, investments in unconsolidated affiliates, accrued investment income, and
receivables for securities. These are not financial instruments and are not included in the quantitative disclosures of fair value hierarchy table.

No gains or losses were recognized on assets transferred to separate accounts for the years ended December 31, 2020, 2019, and 2018.

Embedded Derivative-The amounts reported within policyholder contract deposits include equity linked interest crediting rates based on the S&P
500 within indexed annuities and indexed life. The following unobservable inputs are used for measuring the fair value of the embedded derivatives
associated with the policyholder contract liabilities:

•Lapse rate assumptions are determined by company experience. Lapse rates are generally assumed to be lower during a contract’s surrender
charge period and then higher once the surrender charge period has ended. Decreases to the assumed lapse rates generally increase the fair value
of the liability as more policyholders persist to collect the crediting interest pertaining to the indexed product. Increases to the lapse rate
assumption decrease the fair value.

•Mortality rate assumptions vary by age and gender based on company and industry experience. Decreases to the assumed mortality rates increase
the fair value of the liabilities as more policyholders earn crediting interest. Increases to the assumed mortality rates decrease the fair value as
higher decrements reduce the potential for future interest credits.

•Equity volatility assumptions begin with current market volatilities and grow to long-term values. Increases to the assumed volatility will increase
the fair value of liabilities, as future projections will produce higher increases in the linked index. At December 31, 2020 and 2019, the one-year
implied volatility used to estimate embedded derivative value was 17.6% and 11.3%, respectively.

Fair values of indexed life and annuity liabilities are calculated using the discounted cash flow technique. Shown below are the significant
unobservable inputs used to calculate the Level 3 fair value of the embedded derivatives within policyholder contract deposits (in millions, except
range percentages):

Fair Value Range

December 31, December 31,

2020 2019 Unobservable Input 2020 2019
Indexed Annuities $ 670.8 $ 706.5 Lapse Rate 1-50% 1-70%

Mortality Multiplier 100% 90-100%
Equity Volatility 16-69% 11-46%

Indexed Life 34.2 25.0 Equity Volatility 16-69% 11-46%
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Note 9 - Fair Value of Financial Instruments - (Continued)

Quantitative Disclosures

The fair value hierarchy measurements of the financial instruments are shown below (in thousands):
Assets and Liabilities Carried at Fair Value by Hierarchy Level at December 31, 2020

Total
Fair Value Level 1 Level 2 Level 3

Financial assets
Fixed maturity, bonds available-for-sale

U.S. treasury and government $ 29,183 $ - $ 29,183 $ -
U.S. states and political subdivisions 1,140,458 - 1,140,458 -
Foreign governments 16,388 - 16,388 -
Corporate debt securities 6,334,479 - 6,224,042 110,437
Residential mortgage-backed securities 21,291 - 21,291 -
Collateralized debt securities 55,381 - 55,381 -

Total bonds available-for-sale 7,597,180 - 7,486,743 110,437
Equity securities

Common stock 2,055,229 2,054,789 - 440
Preferred stock 15,537 14,909 - 628

Total equity securities 2,070,766 2,069,698 - 1,068
Options 242,201 - - 242,201
Short-term investments 1,028,379 - 1,028,379 -
Separate account assets 1,153,702 309,425 844,277 -
Separately managed accounts 64,424 - - 64,424

Total financial assets $ 12,156,652 $ 2,379,123 $ 9,359,399 $ 418,130

Financial liabilities
Embedded derivative for equity-indexed contracts $ 705,013 $ - $ - $ 705,013
Notes payable 153,703 - - 153,703
Separate account liabilities 1,153,702 309,425 844,277 -

Total financial liabilities $ 2,012,418 $ 309,425 $ 844,277 $ 858,716

Assets and Liabilities Carried at Fair Value by Hierarchy Level at December 31, 2019

Total
Fair Value Level 1 Level 2 Level 3

Financial assets
Fixed maturity, bonds available-for-sale

U.S. treasury and government $ 29,941 $ - $ 29,941 $ -
U.S. states and political subdivisions 1,078,165 - 1,078,165 -
Foreign governments 6,287 - 6,287 -
Corporate debt securities 5,576,620 - 5,531,776 44,844
Residential mortgage-backed securities 23,943 - 23,943 -
Collateralized debt securities 10,129 - 10,129 -

Total bonds available-for-sale 6,725,085 - 6,680,241 44,844
Equity securities

Common stock 1,682,149 1,681,686 - 463
Preferred stock 18,811 18,811 - -

Total equity securities 1,700,960 1,700,497 - 463
Options 256,005 - - 256,005
Short-term investments 425,321 - 425,321 -
Separate account assets 1,049,938 271,575 778,363 -
Separately managed accounts 50,503 - - 50,503

Total financial assets $ 10,207,812 $ 1,972,072 $ 7,883,925 $ 351,815

Financial liabilities
Embedded derivative for equity-indexed contracts $ 731,552 $ - $ - $ 731,552
Notes payable 157,997 - - 157,997
Separate account liabilities 1,049,938 271,575 778,363 -

Total financial liabilities $ 1,939,487 $ 271,575 $ 778,363 $ 889,549
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Note 9 - Fair Value of Financial Instruments - (Continued)

For financial instruments measured at fair value on a recurring basis using Level 3 inputs during the period, a reconciliation of the beginning and
ending balances is shown below (in thousands):

Level 3

Assets Liability

Investment
Securities

Equity-Indexed
Options

Separately Managed
Accounts

Embedded
Derivative

Balance at December 31, 2017 $ - $ 220,190 $ - $ 512,526
Net loss for derivatives included in net investment income - (55,093) - -
Net change included in interest credited - - - (17,862)
Purchases, sales and settlements or maturities

Purchases 4,346 72,033 16,532 -
Sales - (18) - -
Settlements or maturities - (89,106) - -

Premiums less benefits - - - 101,411

Balance at December 31, 2018 4,346 148,006 16,532 596,075
Net gain for derivatives included in net investment income - 144,980 - -
Net change included in interest credited - - - 162,011
Net fair value change included in other comprehensive income - - 60 -
Purchases, sales and settlements or maturities

Purchases 45,307 75,163 33,911 -
Sales (113) (13,396) - -
Settlements or maturities - (98,748) - -

Premiums less benefits - - - (26,534)
Gross transfers out of Level 3 (4,233) - - -

Balance at December 31, 2019 45,307 256,005 50,503 731,552
Net gain for derivatives included in net investment income - 51,931 - -
Net change included in interest credited - - - 22,977
Net fair value change included in other comprehensive income 80 - (312) -
Purchases, sales and settlements or maturities

Purchases 191,960 80,705 25,343 -
Sales (70,842) (8,063) (11,110) -
Settlements or maturities - (138,377) - -

Premiums less benefits - - - (49,516)
Gross transfers out of Level 3 (55,000) - - -

Balance at December 31, 2020 $ 111,505 $ 242,201 $ 64,424 $ 705,013

Within the net gain (loss) for derivatives included in net investment income were unrealized losses of $11.2 million, unrealized gains of $113.3
million, and unrealized losses of $94.9 million relating to assets still held at December 31, 2020, 2019, and 2018, respectively.

The associated embedded derivative decrease is largely driven by classification changes to declared funds within indexed products and by
changes to the embedded derivative discount rate.

There were
no transfers between Level 1 and Level 2 fair value hierarchies during the periods presented. Unless information is obtained from the brokers that
indicates observable inputs were used in their pricing, there are not enough observable inputs to enable American National to classify the
securities priced by the brokers as other than Level 3. American National’s valuation of these securities involves judgment regarding assumptions
market participants would use including quotes from independent brokers. The inputs used by the brokers include recent transactions in the
security, similar bonds with same name, ratings, maturity and structure, external dealer quotes in the security, Bloomberg evaluated pricing and prior
months pricing. None of these inputs were observable to American National as of December 31, 2020. The transfers out of Level 3 during the years
ended December 31, 2020 and 2019 were the result of securities being priced by the third-party service at the end of the period, using inputs that
were observable or derived from market data, which resulted in classification of these assets as Level 2.
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Note 9 - Fair Value of Financial Instruments - (Continued)

Fair Value Information About Financial Instruments Not Recorded at Fair Value

Information about fair value estimates for financial instruments not measured at fair values is discussed below:

Fixed Maturity Securities-The fair value of bonds held-to-maturity is determined to be consistent with the disclosure under Valuation Techniques
for the Financial Instrument Recorded at Fair Value section.

Mortgage Loans-The fair value of mortgage loans is estimated using discounted cash flow analyses on a loan by loan basis by applying a discount
rate to expected cash flows from future installment and balloon payments. The discount rate takes into account general market trends and specific
credit risk trends for the individual loan. Factors used to arrive at the discount rate include inputs from spreads based on U.S. Treasury notes and
the loan’s credit quality, region, property type, lien priority, payment type and current status.

Policy Loans-The carrying value of policy loans is the outstanding balance plus any accrued interest. Due to the collateralized nature of policy
loans such that they cannot be separated from the policy contracts, the unpredictable timing of repayments and the fact that settlement is at
outstanding value, American National believes the carrying value of policy loans approximates fair value.

Separately Managed Accounts-The amounts reported in separately managed accounts consist primarily of notes and private equity. These
investments are private placements and do not have a readily determinable fair value. The carrying value of the separately managed accounts is
cost or market value, if available from the separately managed account manager. Market value is provided by the separately managed account
manager in subsequent quarters. American National believes that cost approximates fair value at initial recognition during the quarter of
investment.

Investment Contracts-The carrying value of investment contracts is equivalent to the accrued account balance. The accrued account balance
consists of deposits, net of withdrawals, net of interest credited, fees and charges assessed and other adjustments. American National believes that
the carrying value of investment contracts approximates fair value because the majority of these contracts’ interest rates reset at anniversary.

Notes Payable-Notes payable are carried at outstanding principal balance. The carrying value of the notes payable approximates fair value because
the underlying interest rates approximate market rates at the balance sheet date.

Federal Home Loan Bank Advance-The Federal Home Loan Bank advance is carried at outstanding principal balance. The fair value of the advance
is obtained from the Federal Home Loan Bank of Dallas.
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Note 9 - Fair Value of Financial Instruments - (Continued)

The carrying value and estimated fair value of financial instruments not recorded at fair value on a recurring basis are shown below (in thousands):

December 31, 2020

FV Hierarchy Level Carrying Amount Fair Value
Financial assets

Fixed maturity, bonds held-to-maturity
U.S. states and political subdivisions Level 2 $ 109,445 $ 113,535
Foreign governments Level 2 3,851 4,225
Corporate debt securities Level 2 6,981,597 7,595,712
Corporate debt securities Level 3 3,024 3,024
Residential mortgage-backed securities Level 2 114,127 117,728
Collateralized debt securities Level 2 135,194 141,213
Other debt securities Level 2 7,732 7,744

Total fixed maturity, bonds held-to-maturity 7,354,970 7,983,181
Mortgage loans on real estate, net of allowance Level 3 5,242,531 5,451,152

Policy loans Level 3 373,014 373,014

Total financial assets $ 12,970,515 $ 13,807,347

Financial liabilities
Investment contracts Level 3 $ 10,101,764 $ 10,101,764
Notes payable Level 3 153,703 153,703
Federal Home Loan Bank advance Level 2 250,000 250,227

Total financial liabilities $ 10,505,467 $ 10,505,694

December 31, 2019

FV Hierarchy Level Carrying Amount Fair Value
Financial assets

Fixed maturity, bonds held-to-maturity
U.S. states and political subdivisions Level 2 $ 165,109 $ 170,114
Foreign governments Level 2 3,907 4,349
Corporate debt securities Level 2 8,099,098 8,424,969
Residential mortgage-backed securities Level 2 237,516 242,828
Collateralized debt securities Level 2 125,631 126,430

Total fixed maturity, bonds held-to-maturity 8,631,261 8,968,690
Mortgage loans on real estate, net of allowance Level 3 5,097,017 5,309,005

Policy loans Level 3 379,657 379,657

Total financial assets $ 14,107,935 $ 14,657,352

Financial liabilities
Investment contracts Level 3 $ 10,254,959 $ 10,254,959
Notes payable Level 3 157,997 157,997

Total financial liabilities $ 10,412,956 $ 10,412,956
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Note 10 - Deferred Policy Acquisition Costs

Deferred policy acquisition costs are shown below (in thousands):

Life Annuity Health
Property

& Casualty Total

Balance at December 31, 2017 $ 791,276 $ 426,497 $ 36,806 $ 119,265 $ 1,373,844
Additions 131,156 92,603 12,590 315,305 551,654
Amortization (97,263) (57,468) (15,436) (309,990) (480,157)

Effect of change in unrealized gains on available-for-sale debt securities 13,964 37,956 - - 51,920

Net change 47,857 73,091 (2,846) 5,315 123,417

Balance at December 31, 2018 839,133 499,588 33,960 124,580 1,497,261
Additions 139,336 70,272 19,940 313,710 543,258
Amortization (113,300) (79,746) (21,322) (316,141) (530,509)

Effect of change in unrealized gains on available-for-sale debt securities (12,269) (74,734) - - (87,003)

Net change 13,767 (84,208) (1,382) (2,431) (74,254)

Balance at December 31, 2019 852,900 415,380 32,578 122,149 1,423,007
Additions 148,142 55,411 15,926 335,744 555,223
Amortization (94,386) (103,709) (15,619) (335,831) (549,545)

Effect of change in unrealized gains on available-for-sale debt securities (10,448) (58,026) - - (68,474)

Net change 43,308 (106,324) 307 (87) (62,796)

Balance at December 31, 2020 $ 896,208 $ 309,056 $ 32,885 $ 122,062 $ 1,360,211

Commissions comprise the majority of the additions to deferred policy acquisition costs.
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Note 11 - Liability for Future Policy Benefits and Policyholder Account Balances

American National estimates liabilities for amounts payable under insurance and annuity policies. Generally, amounts are payable over an extended
period of time and related liabilities are calculated as the present value of expected benefit payments reduced by the present value of expected
premiums. Such liabilities are established on a block of business based on methods and underlying assumptions in accordance with GAAP and
applicable actuarial standards. Principal assumptions used in the establishment of liabilities for future policy benefits are mortality, morbidity, policy
lapse, renewal, retirement, disability incidence, disability termination, investment return, inflation, expenses, and other contingent events as
appropriate to the respective product type.

Future policy benefits for non-participating traditional life insurance are equal to the aggregate of the present value of expected benefit payments
and related expenses less the present value of expected net premiums. Assumptions as to mortality and persistency are based upon American
National’s experience when the basis of the liability is established. Interest rates for the aggregate future policy benefit liabilities range from 3.0% to
8.0%.

Future policy benefit liabilities for participating traditional life insurance are equal to the aggregate of (i) net level premium reserves for death and
endowment policy benefits (calculated based upon the non-forfeiture interest rate, ranging from 2.5% to 5.5%) and mortality rates guaranteed in
calculating the cash surrender values described in such contracts; and (ii) the liability for terminal dividends.

Future policy benefit liabilities for individual fixed deferred annuities after annuitization and single premium immediate annuities are equal to the
present value of expected future payments. The interest rate used in establishing such liabilities range from 3.0% to 6.0% for all policies in-force.

Future policy benefit liabilities for non-medical health insurance are calculated using the net level premium method and assumptions as to future
morbidity, withdrawals and interest, which provide a margin for adverse deviation. The interest rate used in establishing such liabilities range from
3.5% to 8.0%.

Future policy benefit liabilities for disabled lives are estimated using the present value of benefits method and experience assumptions as to claim
terminations, expenses and interest. The interest rates used in establishing such liabilities range from 3.0% to 6.0%.

Liabilities for universal life secondary guarantees and paid-up guarantees are determined by estimating the expected value of death benefits
payable when the account balance is projected to be zero and recognizing those benefits ratably over the accumulation period based on total
expected assessments. American National regularly evaluates estimates used and adjusts the additional liability balances with a related charge or
credit to benefit expense, if actual experience or other evidence suggests that earlier assumptions should be revised. The assumptions used in
estimating the secondary and paid-up guarantee liabilities are consistent with those used for amortizing DAC, and are thus subject to the same
variability and risk. The assumptions of investment performance and volatility for variable products are consistent with historical Standard &
Poor’s experience. The benefits used in calculating the liabilities are based on the average benefits payable over a range of scenarios.

American National periodically reviews its estimates of actuarial liabilities for future policy benefits and compares them with its actual experience.
Differences between actual experience and the assumptions used in pricing these policies, guarantees and riders and in the establishment of the
related liabilities result in variances in profit and could result in losses. The effects of changes in such estimated liabilities are included in the
consolidated statements of operations in the period in which the changes occur.

Policyholder account balances relate to investment-type contracts and universal life-type policies. Investment-type contracts principally include
traditional individual fixed annuities in the accumulation phase and non-variable group annuity contracts. Policyholder account balances are equal
to (i) policy account values, which consist of an accumulation of gross premium payments; (ii) credited interest, ranging from
1.0% to 8.0% (some annuities have enhanced first year crediting rates ranging from 1.0% to 7.0%), less expenses, mortality charges, and
withdrawals; and (iii) fair value adjustment.
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses

The liability for unpaid claims and claim adjustment expenses (“claims”) for health and property and casualty insurance is included in “Policy and
contract claims” in the consolidated statements of financial position and is the amount estimated for incurred but not reported (“IBNR”) claims and
claims that have been reported but not settled. The liability for unpaid claims is estimated based upon American National’s historical experience and
actuarial assumptions that consider the effects of current developments, anticipated trends and risk management programs, less anticipated salvage
and subrogation. The effects of the changes are included in the consolidated results of operations in the period in which the changes occur. The
time value of money is not taken into account for the purposes of calculating the liability for unpaid claims. There have been no significant changes
in methodologies or assumptions used to calculate the liability for unpaid claims and claim adjustment expenses.

Information regarding the liability for unpaid claims is shown below (in thousands):

Years ended December 31,

2020 2019 2018

Unpaid claims balance, beginning $ 1,322,837 $ 1,305,225 $ 1,218,652
Less: Reinsurance recoverables 246,447 254,466 241,301

Net beginning balance 1,076,390 1,050,759 977,351
Incurred related to

Current 1,177,634 1,207,796 1,193,216
Prior years (61,659) (57,979) (19,852)

Total incurred claims 1,115,975 1,149,817 1,173,364
Paid claims related to

Current 681,960 688,544 688,493
Prior years 399,276 435,642 411,463

Total paid claims 1,081,236 1,124,186 1,099,956

Net balance 1,111,129 1,076,390 1,050,759
Plus: Reinsurance recoverables 243,084 246,447 254,466

Unpaid claims balance, ending $ 1,354,213 $ 1,322,837 $ 1,305,225

The net and gross reserve calculations have shown favorable development as a result of favorable loss emergence compared to what was implied
by the loss development patterns used in the original estimation of losses in prior years. Estimates for ultimate incurred claims attributable to
insured events of prior years decreased by approximately $61.7 million, $58.0 million, $19.9 million in 2020, 2019, and 2018, respectively. The
favorable development in 2020 was a reflection of lower rates of claim severity emergence than previously expected in the worker's compensation
line of business , and lower liability claim settlement costs emerging from agribusiness and private passenger automobile lines of business. The
favorable development in 2019 reflected lower rates of claim severity emergence than previously expected in the workers compensation line of
business , and lower liability claim settlement costs emerging from private passenger automobile line of business.

For short-duration health insurance claims, the total of IBNR plus expected development on reported claims included in the liability for unpaid
claims and claim adjustment expenses at December 31, 2020 and December 31, 2019 was $20.5 million and $21.4 million respectively.
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

The reconciliation of the net incurred and paid claims development tables to the liability for claims and claim adjustment expenses in the
consolidated statement of financial position is as follows (in thousands):

December 31, 2020
Net outstanding liabilities

Auto Liability $ 449,779
Non-Auto Liability 282,681

Commercial Multi-Peril 125,321
Homeowners 82,010
Short Tail Property 39,528
Credit Property and Casualty 18,870
Credit Life 1,123
Health 25,089
Credit Health 4,689
Other 796

Liabilities for unpaid claims and claim adjustment expenses, net of reinsurance 1,029,886
Reinsurance recoverable on unpaid claims

Auto Liability 9,240
Non-Auto Liability 38,496

Commercial Multi-Peril 5,972
Homeowners 9,520
Short Tail Property 6,018
Credit Property and Casualty 14,220
Credit Life 752
Health 165,436
Credit Health 1,903
Other 7,159

Total reinsurance recoverable on unpaid claims 258,716
Insurance lines other than short-duration 229,209
Unallocated claim adjustment expenses 57,477

286,686

Total gross liability for unpaid claims and claim adjustment expense $ 1,575,288
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

Property and Casualty Reserving Methodology-The following methods are utilized:

•Initial Expected Loss Ratio-This method calculates an estimate of ultimate losses by applying an estimated loss ratio to actual earned premium for
each calendar/accident year. This method is appropriate for classes of business where the actual paid or reported loss experience is not yet mature
enough to influence initial expectations of the ultimate loss ratios.

•Pegged Frequency and Severity-This method uses actual claims count data and emergence patterns of older accident periods to project the
ultimate number of reported claims for a given accident year. A similar process projects the ultimate average severity per claim so that the product of
the two projections results in a projection of ultimate loss for a given accident year.

•Bornhuetter-Ferguson-This method uses, as a starting point, either an assumed Initial Expected Loss Ratio Method or Pegged Frequency and
Severity method and blends in the loss ratio or frequency and severity implied by the claims experience to date by using loss development patterns
based on our historical experience. This method is generally appropriate where there are few reported claims and an unstable pattern of reported
losses.

•Loss or Expense Development (Chain Ladder)-This method uses actual loss or defense and cost containment expense data and the historical
development profiles on older accident periods to project more recent, less developed periods to their ultimate total. This method is appropriate
when there is a relatively stable pattern of loss and expense emergence and a relatively large number of reported claims.

•Ratio of Paid Defense and Cost Containment Expense to Paid Loss Development-This method uses the ratio of paid defense and cost containment
expense to paid loss data and the historical development profiles on older accident periods to project more recent, less developed periods to their
ultimate total. In this method, an ultimate ratio of paid defense and cost containment expense to paid loss is selected for each accident period. The
selected paid defense and cost containment expense to paid loss ratio is then applied to the selected ultimate loss for each accident period to
estimate the ultimate defense and cost containment expense. Paid defense and cost containment expense is then subtracted from the ultimate
defense and cost containment expense to calculate the unpaid defense and cost containment expense for that accident period.

•Calendar Year Paid Adjusting and Other Expense to Paid Loss-This method uses a selected prior calendar years’ paid expense to paid loss ratio to
project ultimate loss adjustment expenses for adjusting and other expense. A percentage of the selected ratio is applied to the case reserves
(depending on the line of insurance) and 100% to the indicated IBNR reserves. These ratios assume that a percentage of the expense is incurred
when a claim is opened and the remaining percentage is paid throughout the claim’s life.

For most credit property and casualty products, IBNR liability is calculated as a percentage of pro rata unearned premium, with the specific
percentage for a given product line informed by a traditional completion factor claim reserve analysis.

The expected development on reported claims is the sum of a pay-to-current reserve and a future reserve. The pay-to-current reserve is calculated
for each open claim having a monthly indemnity and contains the amount required to pay the open claim from the last payment date to the current
valuation date. The future reserve is calculated by assigning to each open claim a fixed reserve amount based on the historical average severity. For
debt cancellation products and involuntary unemployment insurance, this reserve is calculated using published valuation tables.

Cumulative claim frequency information is calculated on a per claim basis. Claims that do not result in a liability are not considered in the
determination of unpaid liabilities.

For any given line of business, none of these methods are relied on exclusively. With minor exceptions, multiple methods may be used for a line of
business as a check for reasonableness of our reselected reserve value.

The following contains information about incurred and paid claims development as of December 31, 2020, net of reinsurance, as well as cumulative
claim frequency and the total of IBNR liabilities plus expected development on reported claims included within the net incurred claims amounts. The
information about incurred and paid claims development for the years ended December 31, 2011 to 2019 is presented as supplementary information.
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

Auto Liability-Consists of personal and commercial auto. Claims and claim adjustment expenses are shown below (in thousands):

Incurred Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance As of December 31, 2020

Years ended December 31, IBNR Plus 
Expected

Development

Cumulative
Number of
Reported
Claims

Accident
Year 2011* 2012* 2013* 2014* 2015* 2016* 2017* 2018* 2019* 2020
2011 $ 263,411 $ 250,659 $ 248,865 $ 244,519 $ 244,436 $ 242,619 $ 241,711 $ 240,997 $ 240,650 $ 240,601 $ 70 47,076
2012 251,593 242,255 231,312 228,013 229,426 228,559 228,864 228,486 228,236 92 44,689
2013 242,364 236,432 233,068 231,301 228,285 226,608 227,234 227,102 312 38,816
2014 232,146 223,386 217,819 215,419 214,870 214,557 214,326 369 36,000
2015 237,578 240,697 239,421 245,775 244,798 244,621 1,567 36,087
2016 259,177 256,080 261,400 259,128 257,633 3,352 37,092
2017 269,803 280,012 275,850 273,551 7,175 38,535
2018 314,467 299,512 288,806 23,172 37,711
2019 330,988 313,636 44,325 35,995
2020 277,597 90,052 24,322

Total $ 2,566,109

Cumulative Paid Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance

Years ended December 31,
Accident
Year 2011* 2012* 2013* 2014* 2015* 2016* 2017* 2018* 2019* 2020
2011 $ 93,245 $ 161,387 $ 197,326 $ 217,640 $ 230,585 $ 236,187 $ 238,510 $ 239,409 $ 240,085 $ 240,313
2012 82,531 150,323 183,448 204,980 214,467 219,170 222,117 222,865 224,585
2013 79,358 143,709 181,535 204,480 215,280 219,303 223,739 224,675
2014 72,838 134,376 166,947 187,375 204,057 209,401 210,9942014 72,838 134,376 166,947 187,375 204,057 209,401 210,994
2015 78,861 149,366 186,281 211,908 231,530 237,792
2016 86,492 153,911 198,326 225,869 237,592
2017 88,357 175,175 218,435 241,823
2018 95,777 185,317 227,312
2019 98,545 193,389
2020 78,699

Total $ 2,117,174
All outstanding liabilities before 2011, net of reinsurance* 844

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 449,779

*Unaudited supplementary information.
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

Non-Auto Liability-Consists of workers’ compensation and other liability occurrence. Claims and claim adjustment expenses are shown below (in
thousands):

Incurred Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance As of December 31, 2020

Years ended December 31, IBNR Plus 
Expected

Development

Cumulative
Number of
Reported 

Claims
Accident
Year 2011* 2012* 2013* 2014* 2015* 2016* 2017* 2018* 2019* 2020
2011 $ 86,409 $ 76,038 $ 75,390 $ 74,372 $ 73,647 $ 71,423 $ 68,248 $ 67,979 $ 67,307 $ 67,758 $ 1,978 5,726
2012 83,146 80,470 78,644 75,226 68,017 63,630 64,118 63,336 63,552 2,368 4,872
2013 74,183 75,815 70,772 67,841 65,096 64,564 63,284 62,926 2,650 4,556
2014 83,084 75,550 72,624 67,339 67,865 67,267 67,268 3,472 6,102
2015 83,897 78,968 76,724 67,548 64,189 63,326 4,848 5,556
2016 86,935 83,179 73,764 73,195 68,178 8,180 4,481
2017 102,616 88,902 81,240 77,322 8,875 8,133
2018 88,986 85,910 79,493 23,527 13,575
2019 96,064 95,340 38,408 11,633
2020 90,197 59,252 8,703

Total $ 735,360

Cumulative Paid Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance

Years ended December 31,
Accident
Year 2011* 2012* 2013* 2014* 2015* 2016* 2017* 2018* 2019* 2020
2011 $ 13,848 $ 31,943 $ 41,814 $ 52,003 $ 56,791 $ 60,706 $ 62,414 $ 63,121 $ 63,706 $ 64,020
2012 13,862 27,574 38,826 49,585 55,194 57,863 59,528 60,900 61,450
2013 12,794 22,743 32,474 42,504 47,987 51,672 54,323 55,426
2014 11,201 26,587 36,220 45,206 51,853 55,307 57,497
2015 11,979 23,488 37,059 46,285 51,303 53,478
2016 12,733 24,633 35,502 45,820 50,596
2017 14,865 37,139 48,654 53,996
2018 13,156 26,115 37,574
2019 12,204 30,199
2020 9,596

Total $ 473,832
All outstanding liabilities before 2011, net of reinsurance* 21,153

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 282,681

*Unaudited supplementary information.

111



Table of Contents

Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

Commercial Multi-Peril-Consists of business owners insurance and mortgage fire business. Claims and claim adjustment expenses are shown
below (in thousands):

Incurred Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance As of December 31, 2020

Years ended December 31, IBNR Plus
Expected

Development

Cumulative
Number of
Reported
Claims

Accident
Year 2011* 2012* 2013* 2014* 2015* 2016* 2017* 2018* 2019* 2020
2011 $ 42,185 $ 40,825 $ 39,037 $ 38,160 $ 38,456 $ 36,945 $ 37,014 $ 36,638 $ 35,964 $ 36,104 $ 222 3,566
2012 35,169 28,548 26,805 23,258 23,385 23,090 22,481 22,045 22,033 142 2,718
2013 33,979 27,592 27,867 26,970 25,948 26,028 24,790 24,681 301 2,228
2014 36,852 31,220 34,911 33,962 36,132 34,279 34,004 396 2,314
2015 33,997 31,488 29,023 32,282 31,285 33,059 848 2,238
2016 38,115 33,475 33,080 31,615 33,628 1,530 4,792
2017 42,411 37,079 40,611 43,367 2,801 6,796
2018 50,784 50,182 51,519 8,442 5,609
2019 56,062 59,789 17,510 3,442
2020 68,226 31,248 3,420

Total $ 406,410

Cumulative Paid Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance

Years ended December 31,
Accident
Year 2011* 2012* 2013* 2014* 2015* 2016* 2017* 2018* 2019* 2020
2011 $ 13,092 $ 18,390 $ 22,616 $ 28,291 $ 30,458 $ 32,692 $ 34,177 $ 34,782 $ 34,939 $ 35,605
2012 11,525 14,454 16,263 18,670 20,716 21,026 21,352 21,415 21,453
2013 9,374 12,723 15,426 18,406 20,816 21,718 23,210 23,348
2014 12,001 16,484 20,199 24,602 27,339 31,448 32,702
2015 9,820 12,956 16,402 21,680 25,188 27,201
2016 11,327 17,193 19,085 22,339 25,686
2017 12,458 20,828 23,294 26,202
2018 18,027 30,078 32,490
2019 22,098 32,295
2020 25,492

Total $ 282,474
All outstanding liabilities before 2011, net of reinsurance* 1,385

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 125,321

*Unaudited supplementary information.
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

Homeowners-Consists of homeowners and renters business. Claims and claim adjustment expenses are shown below (in thousands):

Incurred Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance As of December 31, 2020

Years ended December 31, IBNR Plus
Expected

Development

Cumulative
Number of
Reported
Claims

Accident
Year 2011* 2012* 2013* 2014* 2015* 2016* 2017* 2018* 2019* 2020
2011 $ 203,301 $ 200,356 $ 198,757 $ 197,581 $ 197,381 $ 197,451 $ 197,239 $ 197,070 $ 197,020 $ 197,093 $ - 38,761
2012 181,284 177,664 175,523 175,509 175,178 175,032 174,611 174,276 174,239 - 30,999
2013 152,208 149,080 149,272 148,231 147,927 147,444 147,359 147,234 - 20,041
2014 132,651 131,634 130,287 131,546 130,895 130,747 130,799 - 18,182
2015 125,430 124,199 123,619 123,824 123,731 123,357 33 17,753
2016 147,264 145,373 144,376 145,019 144,828 20 21,549
2017 164,284 172,274 172,491 169,524 25 23,555
2018 174,495 179,561 176,317 1,264 22,519
2019 177,854 176,005 5,808 20,125
2020 227,298 23,749 23,049

Total $ 1,666,694

Cumulative Paid Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance

Years ended December 31,
Accident
Year 2011* 2012* 2013* 2014* 2015* 2016* 2017* 2018* 2019* 2020
2011 $ 160,625 $ 190,946 $ 194,237 $ 195,327 $ 196,575 $ 196,628 $ 196,717 $ 196,757 $ 196,787 $ 196,872
2012 143,797 169,415 171,842 173,170 173,676 174,139 174,247 174,256 174,239
2013 115,605 140,309 145,152 146,650 146,920 147,145 147,233 147,232
2014 96,300 122,601 126,245 129,467 130,059 130,305 130,542
2015 86,617 114,696 119,331 122,585 122,955 123,065
2016 105,415 136,796 140,972 144,000 144,596
2017 116,075 159,107 166,009 167,638
2018 121,631 165,203 170,850
2019 122,530 163,400
2020 166,352

Total $ 1,584,786
All outstanding liabilities before 2011, net of reinsurance* 102

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 82,010

*Unaudited supplementary information.
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

Short Tail Property-Consists of auto physical damage, fire, rental owners, standard fire policy, country estates, inland marine and watercraft. This
line of business has substantially all claims settled and paid in less than two years. Claims and claim adjustment expenses are shown below (in
thousands):

Incurred Claims and Allocated Claim
Adjustment

Expenses, Net of Reinsurance As of December 31, 2020

Years ended December 31, IBNR Plus Expected
Development

Cumulative Number of
Reported ClaimsAccident Year 2019* 2020

2019 $ 247,229 $ 242,184 $ 115 65,697
2020 - 237,332 (418) 50,486

Total $ 479,516

Cumulative Paid Claims and Allocated Claim
Adjustment Expenses, Net of Reinsurance

Years ended December 31,

Accident Year 2019* 2020
2019 $ 218,333 $ 238,413
2020 - 203,827

Total $ 442,240
All outstanding liabilities before 2019, net of reinsurance* 2,252

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 39,528

*Unaudited supplementary information

Credit Property and Casualty-Consists of credit property insurance, vendor’s or lender’s single interest insurance, GAP insurance, GAP waiver,
debt cancellation products, involuntary unemployment insurance and collateral protection insurance. This line of business has substantially all
claims settled and paid in less than two years. Claims and claim adjustment expenses are shown below (in thousands):

Incurred Claims and Allocated Claim
Adjustment

Expenses, Net of Reinsurance As of December 31, 2020

Years ended December 31, IBNR Plus Expected
Development

Cumulative Number of
Reported ClaimsAccident Year 2019* 2020

2019 $ 82,391 $ 82,393 $ 21 28,454
2020 - 65,260 14,089 19,659

Total $ 147,653

Cumulative Paid Claims and Allocated Claim
Adjustment Expenses, Net of Reinsurance

Years ended December 31,

Accident Year 2019* 2020
2019 $ 61,302 $ 82,372
2020 46,417

Total $ 128,789
All outstanding liabilities before 2019, net of reinsurance* 6

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 18,870

*Unaudited supplementary information.
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

Credit Life-For credit life products, IBNR is calculated as a percentage of life insurance in-force. This line of business has substantially all claims
settled and paid in less than two years. Claims and claim adjustment expenses are shown below (in thousands):

Incurred Claims and Allocated Claim
Adjustment Expenses, Net of Reinsurance As of December 31, 2020

Years ended December 31,
IBNR Plus Expected

Development
Cumulative Number of

Reported ClaimsAccident Year 2019* 2020
2019 $ 5,956 $ 6,421 $ 59 29
2020 - 7,265 1,001 29

Total $ 13,686

Cumulative Paid Claims and Allocated Claim
Adjustment Expenses, Net of Reinsurance

Years ended December 31,

Accident Year 2019* 2020
2019 $ 4,772 $ 6,362
2020 - 6,201

Total $ 12,563
All outstanding liabilities before 2019, net of reinsurance* -

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 1,123

*Unaudited supplementary information.
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

Health Reserving Methodology-The following methods are utilized:

•Completion Factor Approach-This method assumes that the historical claim patterns will be an accurate representation of unpaid claim liabilities.
An estimate of the unpaid claims is calculated by subtracting period-to-date paid claims from an estimate of the ultimate “complete” payment for all
incurred claims in the period. Completion factors are calculated which “complete” the current period-to-date payment totals for each incurred month
to estimate the ultimate expected payout.

•Tabular Claims Reserves-This method is used to calculate the reserves for long-term care and disability income blocks of business. These
reserves rely on published valuation continuance tables created using industry experience regarding assumptions of continued morbidity and
subsequent recovery. Reserves are calculated by applying these continuance tables, along with appropriate company experience adjustments, to
the stream of contractual benefit payments. These expected benefit payments are discounted at the required interest rate.

•Future Policy Benefits-Reserves are equal to the aggregate of the present value of expected future benefit payments, less the present value of
expected future premiums. Morbidity and termination assumptions are based on our experience or published valuation tables when available and
appropriate.

•Premium Deficiency Reserves-Deficiency reserves are established when the expected future claim payments and expenses for a classification of
policies are in excess of the expected premiums for these policies. The determination of a deficiency reserve takes into consideration the likelihood
of premium rate increases, the timing of these increases, future net investment income, and the expected benefit utilization patterns. We have
established premium deficiency reserves for portions of the major medical business and the long-term care business that are in run-off. The
assumptions and methods used to determine the deficiency reserves are reviewed periodically for reasonableness, and the reserve amount is
monitored against emerging losses.

There is no expected development on reported claims in the health blocks. Claim frequency is determined by totaling the number of unique claim
numbers during the period as each unique claim number represents a claim event for an individual claimant.

Health-Consists of stop-loss and other supplemental health products. This line of business has substantially all claims settled and paid in less than
five years. Claims and claim adjustment expenses are shown below (in thousands):

Incurred Claims and Allocated Claim Adjustment Expenses, Net of
Reinsurance As of December 31, 2020

Years ended December 31, IBNR Plus 
Expected

Development

Cumulative 
Number of

Reported ClaimsAccident Year 2016* 2017* 2018* 2019* 2020
2016 $ 36,198 $ 41,236 $ 37,164 $ 37,233 $ 37,223 $ - 28,723
2017 41,544 39,930 35,466 35,447 - 31,396
2018 64,686 63,729 57,676 - 31,766
2019 48,175 52,508 5,271 32,205
2020 38,461 14,269 23,773

Total $ 221,315

Cumulative Paid Claims and Allocated Claim Adjustment Expenses, Net of
Reinsurance

Years ended December 31,

Accident Year 2016* 2017* 2018* 2019* 2020
2016 $ 24,357 $ 37,040 $ 37,115 $ 37,191 $ 37,198
2017 25,358 35,392 35,420 35,420
2018 34,894 57,759 57,616
2019 33,353 47,270
2020 23,398

Total $ 200,902
All outstanding liabilities before 2016, net of reinsurance* 4,676

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 25,089

*Unaudited supplementary information.
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Note 12 - Liability for Unpaid Claims and Claim Adjustment Expenses - (Continued)

Credit Health Reserving Methodology-The following methods are utilized:

Tabular Claims Reserves-These reserves rely on published valuation continuance tables. The insureds age at disablement, the duration of the
claim and the remaining term of the policy are used to provide a factor which is applied to the remaining exposure to calculate the present value of
future benefits for insureds on claim.

The claim liability consists of IBNR and Due/Unpaid. The IBNR utilizes an inventory type method based on historical patterns of claim payments
incurred but not reported within the last six months of the valuation date.

The Due/Unpaid reserves are the amount needed to pay an open claim from the last date of payment to the reserve valuation date.

Credit Health-The claim liability consists of credit disability. This line of business has substantially all claims settled and paid in less than five
years. Claims and claim adjustment expenses are shown below (in thousands):

Incurred Claims and Allocated Claim Adjustment Expenses, Net of
Reinsurance As of December 31, 2020

Years ended December 31, IBNR Plus 
Expected

Development

Cumulative 
Number of

Reported ClaimsAccident Year 2016* 2017* 2018* 2019* 2020
2016 $ 4,323 $ 3,975 $ 3,914 $ 4,029 $ 3,865 $ 22 3,593
2017 4,555 4,852 4,773 4,820 81 3,773
2018 4,631 4,163 4,155 118 3,535
2019 3,902 3,705 230 2,972
2020 3,736 540 1,963

Total $ 20,281

Cumulative Paid Claims and Allocated Claim Adjustment Expenses, Net of
Reinsurance

Years ended December 31,

Accident Year 2016* 2017* 2018* 2019* 2020
2016 $ 1,300 $ 2,745 $ 3,330 $ 3,630 $ 3,759
2017 1,389 3,328 4,058 4,438
2018 1,473 2,930 3,598
2019 1,208 2,618
2020 1,179

Total $ 15,592
All outstanding liabilities before 2016, net of reinsurance* -

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 4,689

*Unaudited supplementary information.

The following table is supplementary information. A 10-year average annual percentage payout of incurred claims is shown below:

Average Annual Percentage Payout of Incurred Claims by Age, Net of Reinsurance

Years 1 2 3 4 5 6 7 8 9 10
Auto Liability 33.5% 29.2% 15.5% 9.6% 5.8% 2.2% 1.2% 0.4% 0.5% 2.1%
Non-Auto Liability 17.6% 20.7% 16.1% 14.0% 8.2% 4.9% 3.2% 1.7% 0.8% 12.8%
Commercial Multi-Peril 36.3% 15.7% 8.5% 12.0% 8.9% 5.9% 3.8% 0.8% 0.3% 7.8%
Homeowners 73.9% 20.5% 2.9% 1.5% 0.4% 0.1% 0.1% -% -% 0.6%
Short Tail Property 88.0% 12.0% -% -% -% -% -% -% -% -%
Credit Property and Casualty 72.8% 27.2% -% -% -% -% -% -% -% -%
Credit Life 79.9% 20.1% -% -% -% -% -% -% -% -%
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Note 13 - Reinsurance

American National reinsures portions of certain life insurance policies to provide a greater diversification of risk and manage exposure on larger
risks.
The maximum amounts that would be retained by one life insurance company (ANICO) by issue ages are shown below (in thousands):

0-75 Years 76-80 Years 81 and Over
Individual life $ 5,000 $ 2,000 $ 1,000
Individual accidental death 250 250 250
Credit life 100 100 100
Group life 100 100 100

Total $ 5,450 $ 2,450 $ 1,450

For the Property and Casualty segment, American National retains the first $
1 million of loss per workers’ compensation risk and $1.5 million of loss per non-workers’ compensation risk. Reinsurance covers up to $6 million of
property and liability losses per risk. Additional excess property per risk coverage is purchased to cover risks up to $20 million, and excess casualty
clash coverage is purchased to cover losses up to $60 million. Excess casualty clash covers losses incurred as a result of one casualty event
involving multiple policies, excess policy limits and extra contractual obligations. Facultative reinsurance is purchased for individual risks attaching
at $20 million as needed. Corporate catastrophe coverage is in place for losses up to $500 million. American National retains the first $17.5 million of
each catastrophe. Catastrophe aggregate reinsurance coverage is also purchased and is provided by two contracts. The first contract provides for
$30 million of coverage after $104 million of aggregated catastrophe losses has been reached. The first $25 million of each catastrophe loss net of
other reinsurance contributes to the $104 million aggregation of losses. The second aggregate contract is the Second and Third Event Property
Catastrophe Excess cover. This cover provides $15 million of protection excess of the $10 million retention per catastrophe. The reinsurance
protection follows satisfaction of a $13.5 million AAD. This cover acts to reduce the retention on large second and third catastrophe events to $10
million following a first large catastrophe and includes one automatic reinstatement at 100%.

American National remains primarily liable with respect to any reinsurance ceded and would bear the entire loss if the reinsurer does not meet their
obligations under any reinsurance treaties. American National had the following recoverables from reinsurance, net of allowance for credit losses
(in thousands):

December 31,

2020 2019
Reinsurance recoverables $ 414,359 $ 411,830

None of the amount outstanding at December 31, 2020 is the subject of litigation or is in dispute with the reinsurers involved. Management believes
the unfavorable resolution of any dispute that may arise would not have a material impact on American National’s consolidated financial
statements.

The amounts in the consolidated financial statements include the impact of reinsurance. Premiums written and earned are shown below (in
thousands):

Years ended December 31,

2020 2019 2018
WRITTEN
Direct $ 2,533,278 $ 2,500,176 $ 2,545,747
Reinsurance assumed 591,457 578,656 646,171
Reinsurance ceded (883,187) (865,369) (881,711)

Net $ 2,241,548 $ 2,213,463 $ 2,310,207

EARNED
Direct $ 2,629,403 $ 2,464,870 $ 2,499,584
Reinsurance assumed 291,945 236,504 286,165
Reinsurance ceded (703,274) (518,580) (557,556)

Net $ 2,218,074 $ 2,182,794 $ 2,228,193
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Note 13 - Reinsurance - (Continued)

Life insurance in-force and related reinsurance amounts are shown below (in thousands):
December 31,

2020 2019 2018
Direct life insurance in-force $ 128,075,765 $ 117,886,265 $ 110,125,270
Reinsurance risks assumed from other companies 171,433 218,020 230,845
Reinsurance risks ceded to other companies (24,006,683) (24,913,905) (26,601,422)

Net life insurance in-force $ 104,240,515 $ 93,190,380 $ 83,754,693

Note 14 - Federal Income Taxes

A reconciliation of the effective tax rate to the statutory federal tax rate is shown below (in thousands, except percentages):

Years ended December 31,

2020 2019 2018

Amount Rate Amount Rate Amount Rate
Income tax expense before tax on equity in earnings of
unconsolidated affiliates $ 113,021 19.5% $ 145,819 18.3% $ 29,643 18.2%
Tax on equity in earnings of unconsolidated affiliates 8,918 1.5 21,735 2.7 4,469 2.8

Total expected income tax expense at the statutory rate 121,939 21.0 167,554 21.0 34,112 21.0
Tax-exempt investment income (4,262) (0.7) (3,969) (0.5) (3,323) (2.0)
Deferred tax change 2,816 0.5 (519) (0.1) (4,354) (2.7)
Dividend exclusion (3,097) (0.5) (3,628) (0.5) (4,080) (2.5)
Miscellaneous tax credits, net (7,484) (1.3) (7,090) (0.9) (7,802) (4.8)
Low income housing tax credit expense 4,923 0.8 6,394 0.8 6,231 3.8
Change in valuation allowance (625) (0.1) 383 - 2,700 1.7
Tax accrual adjustment - - 5,350 0.7 (2,893) (1.8)
Return to provision - - 1,007 0.1 (20,301) (12.5)
Other items, net 2,397 0.4 (65) (0.1) 1,155 0.6

Total $ 116,607 20.1% $ 165,417 20.5% $ 1,445 0.8%

As of December 31, 2020, American National had no material net operating loss or tax credit carryforwards.

American National’s federal income tax returns for tax years 2016 to 2019 are subject to examination by the Internal Revenue Service. In April 2019,
American National received notice from the Internal Revenue Service of its intent to audit tax years 2013 to 2016. In September 2020, American
National reached a settlement with the Internal Revenue Service and the audit of tax years 2013, 2014, 2015 and 2016 is now closed. The settlement
had no impact on our consolidated statements of financial position or consolidated statements of operations. In the opinion of management, all
prior year deficiencies have been paid or adequate provisions have been made for any tax deficiencies that may be upheld.

As of December 31, 2020, American National had no provision for uncertain tax positions and no provision for penalties or interest. In addition,
management does not believe there are any uncertain tax benefits that could be recognized within the next twelve months that would impact
American National’s effective tax rate.
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Note 14 - Federal Income Taxes - (Continued)

The tax effects of temporary differences that gave rise to the deferred tax assets and liabilities are shown below (in thousands):

December 31,

2020 2019
DEFERRED TAX ASSETS

Invested assets, principally due to impairment losses $ 19,413 $ 16,760
Investment in real estate and other invested assets, principally due to investment valuation allowances 33,583 9,680

Policyholder funds, principally due to policy reserve discount 57,572 76,506
Policyholder funds, principally due to unearned premium reserve 23,225 25,726
Participating policyholders’ surplus 41,593 41,533
Commissions and other expenses 9,057 3,495
Other assets 2,492 11,291
Tax carryforwards 1,638 2,344

Gross deferred tax assets before valuation allowance 188,573 187,335
Valuation allowance (2,458) (3,083)

Gross deferred tax assets after valuation allowance 186,115 184,252

DEFERRED TAX LIABILITIES
Marketable securities, principally due to net unrealized gains 388,004 278,144
Investment in bonds, principally due to differences between GAAP and tax basis 16,041 15,004

Deferred policy acquisition costs, due to difference between GAAP and tax amortization methods 199,152 218,795
Property, plant and equipment, principally due to difference between GAAP and tax depreciation methods 19,185 20,812

Pension 1,549 1,833
Other liabilities 40,531 44,192

Gross deferred tax liabilities 664,462 578,780
Total net deferred tax liability $ 478,347 $ 394,528

GAAP requires us to evaluate the recoverability of our deferred tax assets and establish a valuation allowance, if necessary, to reduce our deferred
tax assets to an amount that is more-likely-than-not to be realized. Considerable judgment is required in determining whether a valuation allowance
is necessary, and if so, the amount of such valuation allowance. There were no material changes to our valuation allowance recorded during the
years ended December 31, 2020 and 2019. Although realization is not assured, management believes it is more-likely-than-not that our remaining
deferred tax assets will be realized and that as of December 31, 2020, no additional valuation allowance is required.
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Note 15 - Accumulated Other Comprehensive Income (Loss)

The components of and changes in the accumulated other comprehensive income (“AOCI”), and the related tax effects, are shown below (in
thousands):

Net Unrealized
Gains (Losses)
on Securities

Defined
Benefit

Pension Plan
Adjustments

Foreign
Currency

Adjustments

Accumulated
Other

Comprehensive
Income (Loss)

Balance at December 31, 2017 $ 720,911 $ (76,562) $ (2,133) $ 642,216
Amounts reclassified from AOCI (net of tax benefit $561 and expense $1,532) (2,111) 5,764 - 3,653
Unrealized holding losses arising during the period (net of tax benefit $46,812) (183,981) - - (183,981)
Unrealized adjustment to DAC (net of tax expense $10,903) 41,017 - - 41,017
Unrealized losses on investments attributable to participating policyholders’ interest
(net of tax expense $2,343) 8,814 - - 8,814
Actuarial gain arising during the period (net of tax expense of $4,402) - 16,562 - 16,562
Foreign currency adjustment (net of tax benefit $239) - - (900) (900)
Cumulative effect of changes in accounting (net of tax benefit $334,955) (627,119) - - (627,119)

Balance at December 31, 2018 (42,469) (54,236) (3,033) (99,738)
Amounts reclassified from AOCI (net of tax benefit $213 and expense $1,491) (800) 5,607 - 4,807
Unrealized holding gains arising during the period (net of tax expense $70,808) 266,373 - - 266,373
Unrealized adjustment to DAC (net of tax benefit $18,270) (68,733) - - (68,733)
Unrealized gains on investments attributable to participating policyholders’ interest
(net of tax benefit $3,372) (12,684) - - (12,684)
Actuarial gain arising during the period (net of tax expense $2,629) - 9,888 - 9,888
Foreign currency adjustment (net of tax expense $104) - - 390 390

Cumulative effect of changes in accounting 16,164 (16,491) (458) (785)

Balance at December 31, 2019 157,851 (55,232) (3,101) 99,518
Amounts reclassified from AOCI (net of tax benefit $2,092 and expense $1,018) (7,870) 3,831 - (4,039)
Unrealized holding gains arising during the period (net of tax expense $52,808) 198,657 - - 198,657
Unrealized adjustment to DAC (net of tax benefit $14,380) (54,094) - - (54,094)
Unrealized gains on investments attributable to participating policyholders’ interest
(net of tax benefit $632) (2,378) - - (2,378)
Actuarial loss arising during the period (net of tax benefit $4,181) - (15,729) - (15,729)
Foreign currency adjustment (net of tax expense $62) - - 235 235

Balance at December 31, 2020 $ 292,166 $ (67,130) $ (2,866) $ 222,170
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Note 16 - Stockholders’ Equity and Noncontrolling Interests

The holding company reorganization effective July 1, 2020, provided for the automatic conversion of each share of ANICO common stock, par
value of $1.00 per share, issued and outstanding immediately prior to the effective time of the reorganization, into one duly issued, fully paid and
non-assessable share of the common stock, par value $0.01 per share, of ANAT. ANAT has one class of common stock with 50,000,000 authorized
shares. Upon the effective date of the holding company reorganization, ANAT retired 3,945,249 shares of common stock that were held in treasury
at ANICO prior to the reorganization.
The number of shares outstanding at the dates indicated are shown below:

Years ended December 31,

2020 2019 2018
Common stock

Shares issued 26,887,200 30,832,449 30,832,449
Treasury shares - (3,945,249) (3,947,000)

Outstanding shares 26,887,200 26,887,200 26,885,449
Restricted shares (10,000) (10,000) (10,000)

Unrestricted outstanding shares 26,877,200 26,877,200 26,875,449

Stock-based Compensation

American National has made grants of Stock Appreciation Rights (“SAR”), Restricted Stock (“RS”), and Restricted Stock Units (“RSU”), pursuant
to a stock-based compensation plan. The term for granting additional awards under such plan expired in 2019. Pursuant to the plan, grants were
made to certain officers meeting established performance objectives, and grants were made to directors as compensation and to align their interests
with those of other shareholders. In addition, American National has made grants to directors and advisory directors of RSUs that are cash-settled
only, with no provision for conversion to stock. 8,250 of such cash-settled RSUs were granted during the third quarter of 2020 and are currently
outstanding as shown in the table below.

SAR, RS and RSU information for the periods indicated are shown below:

SAR RS Shares RSUs

Shares

Weighted-Average
Grant Date
Fair Value Shares

Weighted-Average
Grant Date
Fair Value Units

Weighted-Average
Grant Date
Fair Value

Outstanding at December 31, 2017 2,586 $ 106.70 74,000 $ 110.19 52,765 $ 106.26
Granted - - - - 8,250 121.93
Exercised (650) 99.79 (64,000) 114.90 (41,949) 106.94
Forfeited - - - - (750) 121.93
Expired (1,601) 114.17 - - - -

Outstanding at December 31, 2018 335 84.41 10,000 80.05 18,316 111.12
Granted - - - - 8,250 113.19
Exercised - - - - (18,316) 111.12
Forfeited - - - - - -
Expired (269) 77.90 - - - -

Outstanding at December 31, 2019 66 110.83 10,000 80.05 8,250 113.19
Granted - - - - 8,250 75.35
Exercised - - - - (8,250) 113.19
Forfeited - - - - - -
Expired (66) 110.83 - - - -

Outstanding at December 31, 2020 - $ - 10,000 $ 80.05 8,250 $ 75.35
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SAR RS Shares RSUs
Weighted-average contractual remaining life (in years) 0.0 2.2 0.3
Exercisable shares - N/A N/A
Weighted-average exercise price $ - $ 80.05 $ 75.35
Weighted-average exercise price exercisable shares - N/A N/A
Compensation expense (credit)

Year ended December 31, 2020 $ (1,000) $ 80,000 $ 449,000
Year ended December 31, 2019 15,000 80,000 1,168,000
Year ended December 31, 2018 (28,000) 328,000 1,098,000

Fair value of liability award
December 31, 2020 $ - N/A $ 793,000
December 31, 2019 1,000 N/A 971,000

The SARs give the holder the right to cash compensation based on the difference between the stock price on the grant date and the stock price on
the exercise date. The SARs vest at a rate of 20% per year for five years and expire five years after vesting. All remaining SARs expired on May 1,
2020.

RS awards entitle the participant to full dividend and voting rights. Each RS share awarded has the value of one share of restricted stock and vests
10 years from the grant date. Unvested shares are restricted as to disposition, and are subject to forfeiture under certain circumstances.
Compensation expense is recognized over the vesting period. The restrictions on these awards lapse after 10 years and most of these awards
feature a graded vesting schedule in the case of the retirement, death or disability of an award holder. Restricted stock awards for 350,334 shares
have been granted at an exercise price of zero, of which 10,000 shares are unvested.

RSU awards to our directors and advisory directors are settled in cash based upon the market price of our common stock after one-year or earlier
upon death, disability or retirement from service after age 65. During the twelve months ended December 31, 2020, 8,250 RSUs were granted and will
vest on May 1, 2021 and will be settled in cash.

Earnings per Share

Basic earnings per share were calculated using a weighted average number of shares outstanding. Diluted earnings per share include RS and RSU
award shares issued in 2019 and 2018. RSUs issued in 2020 may only be settled in cash.

Years ended December 31,

2020 2019 2018
Weighted average shares outstanding 26,878,679 26,882,691 26,886,357
Incremental shares from RS awards and RSUs 8,446 8,552 30,286

Total shares for diluted calculations 26,887,125 26,891,243 26,916,643

Net income attributable to American National (in thousands) $ 467,505 $ 620,363 $ 158,995
Basic earnings per share $ 17.39 $ 23.08 $ 5.91
Diluted earnings per share $ 17.38 $ 23.07 $ 5.91

Statutory Capital and Surplus

Risk Based Capital (“RBC”) is a measure insurance regulators use to evaluate the capital adequacy of American National's insurance subsidiaries.
RBC is calculated using formulas applied to certain financial balances and activities that consider, among other things, investment risks related to
the type and quality of investments, insurance risks associated with products and liabilities, interest rate risks and general business risks.
Insurance companies that do not maintain capital and surplus at a level at least 200% of the authorized control level RBC are required to take certain
actions. At December 31, 2020 and 2019, ANICO’s statutory capital and surplus was $3.6 billion and $3.5 billion, respectively. All of our other
insurance subsidiaries had statutory capital and surplus at December 31, 2020 and 2019, above 200% of the authorized control level, except for
ANPAC Louisiana Insurance Company ("ANPLA") at December 31, 2020. At December 31, 2020 and December 31, 2019, ANPLA's statutory capital
and surplus was $68.5 million and $77.0 million, which resulted in an RBC level of 194% and 280% of the authorized control level, respectively. This
decrease in RBC of ANPLA is primarily driven by an increase in homeowners catastrophe losses impacting the current year operating results in
2020. We are actively managing our homeowners exposure of ANPLA, will continue to monitor the surplus levels and will be addressing rate
adequacy through future planned underwriting and rate actions.
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American National's insurance subsidiaries prepare financial statements in accordance with statutory accounting practices prescribed or permitted
by the insurance department of each subsidiary's state of domicile, which include certain components of the National Association of Insurance
Commissioners’ Codification of Statutory Accounting Principles (“NAIC Codification”). NAIC Codification is intended to standardize regulatory
accounting and reporting to state insurance departments. However, statutory accounting practices continue to be established by individual state
laws and permitted practices. Modifications by the various state insurance departments may impact the statutory capital and surplus of our
insurance subsidiaries.

Statutory accounting differs from GAAP primarily by charging policy acquisition costs to expense as incurred, establishing future policy benefit
liabilities using different actuarial assumptions, and valuing securities on a different basis. In addition, certain assets are not admitted under
statutory accounting principles and are charged directly to surplus.

One of American National’s insurance subsidiaries has been granted a permitted practice from the Missouri Department of Insurance to record as
the valuation of its investment in a wholly-owned subsidiary that is the attorney-in-fact for a Texas domiciled insurer, the statutory capital and
surplus of the Texas domiciled insurer. This permitted practice increases the statutory capital and surplus of both ANICO and the Missouri
domiciled insurance subsidiary by $75.3 million and $70.3 million at December 31, 2020 and 2019, respectively. The statutory capital and surplus of
both ANICO and the Missouri domiciled insurance subsidiary would have remained above the Company action level RBC had it not used the
permitted practice.

The statutory capital and surplus and net income (loss) of our life and property and casualty insurance entities in accordance with statutory
accounting practices are shown below (in thousands):

December 31,

2020 2019
Statutory capital and surplus

Life insurance entities $ 2,188,808 $ 2,159,770
Property and casualty insurance entities 1,463,179 1,329,782

Years ended December 31,

2020 2019 2018
Statutory net income (loss)

Life insurance entities $ (25,178) $ 47,133 $ 59,909
Property and casualty insurance entities 127,207 96,269 66,680

Dividends

Dividends are paid on a quarterly basis. We paid a quarterly dividend of $0.82 per share for each quarter for the years ended December 31, 2020 and
2019, and we expect to continue to pay regular cash dividends, although there is no assurance as to future dividends because they depend on
future earnings, capital requirements and financial conditions.

The amount of dividends paid by our insurance company subsidiaries is restricted by insurance law. These restrictions are based, in part, on the
prior year’s statutory income and surplus. In general, dividends up to specified levels are considered ordinary and may be paid without prior
regulatory approval. Dividends in larger amounts, or extraordinary dividends, are subject to approval by the insurance commissioner of the relevant
state of domicile. For example, restrictions applicable to Texas-domiciled life insurance companies like ANICO limit the payment of dividends to the
greater of the prior year’s statutory net income from operations, or 10% of prior year statutory surplus, in each case determined in accordance with
statutory accounting principles. ANICO is permitted, without prior approval of the Texas Department of Insurance, to pay total dividends of $363.9
million during 2021.

Noncontrolling Interests

American National County Mutual Insurance Company (“County Mutual”) is a mutual insurance company owned by its policyholders. ANICO has
a management agreement that effectively gives it control of County Mutual. As a result, County Mutual is included in the consolidated financial
statements of American National. Policyholder interests in the financial position of County Mutual are reflected as noncontrolling interest of $6.8
million at December 31, 2020 and 2019.

American National Group, Inc. and its subsidiaries exercise control or ownership of various joint ventures, resulting in their consolidation into
American National’s consolidated financial statements. The interests of the other partners in the consolidated joint ventures are shown as a
noncontrolling deficit of $0.9 million and $0.7 million at December 31, 2020 and 2019, respectively.
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Note 17 - Segment Information

Management organizes the business into
five operating segments:

•Life-consists of whole, term, universal, indexed and variable life insurance. Products are primarily sold through career, multiple-line, and
independent agents as well as direct marketing channels.

•Annuity-consists of fixed, indexed, and variable annuity products. Products are primarily sold through independent agents, brokers, and financial
institutions, along with multiple-line and career agents.

•Health-consists of Medicare Supplement, stop-loss, other supplemental health products and credit disability insurance. Products are typically
distributed through independent agents and managing general underwriters.

•Property and Casualty-consists of personal, agricultural and targeted commercial coverages and credit-related property insurance. Products are
primarily sold through multiple-line and independent agents or managing general agents.

•Corporate and Other-consists of net investment income from investments and certain expenses not allocated to the insurance segments and
revenues and related expenses from non-insurance operations.

The accounting policies of the segments are the same as those described in Note 2, Summary of Significant Accounting Policies and Practices, of
the Notes to the Consolidated Financial Statements. All revenues and expenses specifically attributable to policy transactions are recorded directly
to the appropriate operating segment. Revenues and expenses not specifically attributable to policy transactions are allocated to each segment as
follows:

•Recurring income from bonds and mortgage loans is allocated based on the assets allocated to each line of business at the average yield available
from these assets.

•Net investment income from all other assets is allocated to the insurance segments in accordance with the amount of capital allocated to each
segment, with the remainder recorded in the Corporate and Other segment.

•Expenses are charged to segments through direct identification and allocations based upon various factors.

The following summarizes total assets by operating segments (in thousands):

Years ended December 31,

2020 2019
Total assets

Life $ 7,111,991 $ 6,825,120
Annuity 13,642,357 13,808,302
Health 515,841 511,440
Property and Casualty 2,716,896 2,570,818
Corporate and Other 5,480,730 4,881,886

Total $ 29,467,815 $ 28,597,566
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The results of operations measured as the income (loss) before federal income taxes and other items by operating segments are summarized below
(in thousands):

Year ended December 31, 2020

Property Corporate
Life Annuity Health & Casualty & Other Total

PREMIUMS AND OTHER REVENUES
Premiums $ 396,099 $ 92,866 $ 168,805 $ 1,560,304 $ - $ 2,218,074
Other policy revenues 295,263 15,483 - - - 310,746
Net investment income 261,389 570,003 8,637 63,949 29,707 933,685
Net realized investment gains - - - - 35,660 35,660
Change in investment credit loss - - - - (102,603) (102,603)
Net gains on equity securities - - - - 356,281 356,281
Other income 2,084 2,716 19,598 12,779 3,379 40,556

Total premiums and other revenues 954,835 681,068 197,040 1,637,032 322,424 3,792,399
BENEFITS, LOSSES AND EXPENSES

Policyholder benefits 533,925 214,158 - - - 748,083
Claims incurred - - 116,122 1,005,620 - 1,121,742

Interest credited to policyholders' account balances 75,943 245,099 - - - 321,042
Commissions for acquiring and servicing policies 167,548 55,910 30,182 299,960 - 553,600

Other operating expenses 182,395 48,359 39,265 202,503 42,891 515,413
Change in deferred policy acquisition costs (53,756) 48,298 (307) 87 - (5,678)

Total benefits, losses and expenses 906,055 611,824 185,262 1,508,170 42,891 3,254,202

Income before federal income tax and other items $ 48,780 $ 69,244 $ 11,778 $ 128,862 $ 279,533 $ 538,197

Year ended December 31, 2019

Property Corporate
Life Annuity Health & Casualty & Other Total

PREMIUMS AND OTHER REVENUES
Premiums $ 359,419 $ 147,139 $ 165,035 $ 1,511,201 $ - $ 2,182,794
Other policy revenues 288,061 17,195 - - - 305,256
Net investment income 263,788 663,895 9,467 64,263 75,993 1,077,406
Net realized investment gains - - - - 30,751 30,751
Net gains on equity securities - - - - 422,535 422,535
Other income 1,967 2,727 20,762 11,897 14,048 51,401

Total premiums and other revenues 913,235 830,956 195,264 1,587,361 543,327 4,070,143
BENEFITS, LOSSES AND EXPENSES

Policyholder benefits 449,252 218,576 - - - 667,828
Claims incurred - - 109,013 1,042,153 - 1,151,166

Interest credited to policyholders' account balances 80,950 431,049 - - - 511,999
Commissions for acquiring and servicing policies 162,203 71,350 31,624 267,457 - 532,634

Other operating expenses 190,104 50,507 41,475 201,580 41,222 524,888
Change in deferred policy acquisition costs (26,036) 9,474 1,382 2,431 - (12,749)

Total benefits, losses and expenses 856,473 780,956 183,494 1,513,621 41,222 3,375,766

Income before federal income tax and other items $ 56,762 $ 50,000 $ 11,770 $ 73,740 $ 502,105 $ 694,377
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Year ended December 31, 2018

Property Corporate
Life Annuity Health & Casualty & Other Total

PREMIUMS AND OTHER REVENUES
Premiums $ 350,012 $ 231,027 $ 180,414 $ 1,466,740 $ - $ 2,228,193
Other policy revenues 270,839 14,710 - - - 285,549
Net investment income 233,181 467,788 9,376 62,320 85,702 858,367
Net realized investment gains - - - - 16,931 16,931
Net losses on equity securities - - - - (107,188) (107,188)
Other income 2,266 2,611 24,185 10,628 4,840 44,530

Total premiums and other revenues 856,298 716,136 213,975 1,539,688 285 3,326,382
BENEFITS, LOSSES AND EXPENSES

Policyholder benefits 417,702 290,611 - - - 708,313
Claims incurred - - 122,547 1,049,112 - 1,171,659
Interest credited to policyholders' account balances 54,249 261,435 - - - 315,684
Commissions for acquiring and servicing policies 158,657 94,879 32,516 278,002 - 564,054
Other operating expenses 190,835 46,859 41,819 186,019 31,479 497,011
Change in deferred policy acquisition costs (33,893) (35,135) 2,846 (5,315) - (71,497)

Total benefits, losses and expenses 787,550 658,649 199,728 1,507,818 31,479 3,185,224
Income (loss) before federal income tax and other
items $ 68,748 $ 57,487 $ 14,247 $ 31,870 $ (31,194) $ 141,158

Note 18 - Pension and Postretirement Benefits

Savings Plans

American National sponsors a qualified defined contribution (401(k) plan) for all employees, and non-qualified defined contribution plans for
certain employees whose otherwise eligible earnings exceed the statutory limits under the qualified plans. The total expense associated with
matching contributions to these plans was $
9.9 million, $9.5 million, and $10.2 million for 2020, 2019, and 2018, respectively.

Pension Benefits

American National sponsors qualified and non-qualified defined benefit pension plans, all of which have been frozen. As such, no additional
benefits are accrued through these plans for additional years of service credit or future salary increase credit, and no new participants are added to
the plans. Benefits earned by eligible employees prior to the plans being frozen have not been affected.

The qualified pension plans are noncontributory. The plans provide benefits for salaried and management employees and corporate clerical
employees subject to a collective bargaining agreement based on years of service and employee compensation. The non-qualified pension plans
cover key employees and restore benefits that would otherwise be curtailed by statutory limits on qualified plan benefits.
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Amounts recognized in the consolidated statements of financial position consist of (in thousands):

Qualified Non-qualified

2020 2019 2020 2019
Reconciliation of benefit obligation

Obligation at beginning of year $ 387,273 $ 344,974 $ 65,733 $ 68,035
Service cost 543 524 - -
Interest cost on projected benefit obligation 13,079 14,867 1,789 2,554
Actuarial loss 50,620 48,210 6,775 3,847
Benefits paid (23,770) (21,302) (8,506) (8,703)

Obligation at end of year 427,745 387,273 65,791 65,733
Reconciliation of fair value of plan assets

Fair value of plan assets at beginning of year 470,101 402,579 - -
Actual return on plan assets 65,700 88,827 - -
Employer contributions - - 8,506 8,703
Benefits paid (23,812) (21,305) (8,506) (8,703)

Fair value of plan assets at end of year 511,989 470,101 - -

Funded status at end of year $ 84,244 $ 82,828 $ (65,791) $ (65,733)

The components of net periodic benefit cost for the defined benefit pension plans are shown below (in thousands):

Years ended December 31,

2020 2019 2018
Service cost $ 543 $ 523 $ 499
Interest cost 14,868 17,421 15,846
Expected return on plan assets (26,109) (24,248) (24,164)
Amortization of net actuarial loss 4,848 7,070 8,560

Net periodic cost (benefit) $ (5,850) $ 766 $ 741

Amounts related to the defined benefit pension plans recognized as a component of AOCI are shown below (in thousands):

Years ended December 31,

2020 2019 2018
Actuarial gain (loss) $ (15,061) $ 19,615 $ 28,260
Deferred tax benefit (expense) 3,163 (4,120) (5,934)
Cumulative effect of change in accounting - (16,491) -

Other comprehensive income (loss), net of tax $ (11,898) $ (996) $ 22,326

Amounts recognized as a component of AOCI that have not been recognized as a component of the combined net periodic benefit cost of the
defined benefit pension plans, are shown below (in thousands):

Years ended December 31,

2020 2019
Net actuarial loss $ (84,976) $ (69,915)
Deferred tax benefit 17,846 14,683

Amounts included in AOCI $ (67,130) $ (55,232)

128



Table of Contents

Note 18 - Pension and Postretirement Benefits - (Continued)

The weighted average assumptions used are shown below:

Used for Net Benefit
Cost for year ended
December 31, 2020

Used for Benefit
Obligations as of

December 31, 2020
Discount rate 3.51% 2.52%
Long-term rate of return 5.75 N/A

American National’s funding policy for the qualified pension plans is to make annual contributions to meet the minimum funding standards of the
Pension Protection Act of 2006. American National and its affiliates did not contribute to its qualified plans in 2020 and 2019 due to the substantial
contribution over minimum funding standards of $60 million made in 2018. The benefits paid from the non-qualified plans were $8.5 million, $8.7
million and $8.9 million in 2020, 2019 and 2018, respectively. Future payments from the non-qualified pension benefit plans will be funded out of
general corporate assets.

The following table shows pension benefit payments expected to be paid (in thousands):

2021 $ 49,063
2022 32,847
2023 33,168
2024 32,882
2025 30,108
2026-2029 140,784

American National utilizes third-party pricing services to estimate fair value measurements of its pension plan assets. Refer to Note 9, Fair Value of
Financial Instruments for further information concerning the valuation methodologies and related inputs utilized by the third-party pricing services.
The fair values (hierarchy measurements) of the pension plan assets by asset category are shown below (in thousands):

December 31, 2020

Total Level 1 Level 2 Level 3
Asset Category
Corporate debt securities $ 157,933 $ - $ 157,243 $ 690
Residential mortgage-backed securities 3,521 - 3,521 -
Mutual funds - - - -
Equity securities by sector

Consumer goods 57,684 57,684 - -
Energy and utilities 22,007 22,007 - -
Finance 40,161 40,161 - -
Healthcare 51,641 51,641 - -
Industrials 25,827 25,827 - -
Information technology 78,720 78,720 - -
Other 70,230 70,230 - -

Commercial paper 872 - 872 -
Unallocated group annuity contract 1,940 - 1,940 -
Other 1,453 1,453 - -

Total $ 511,989 $ 347,723 $ 163,576 $ 690
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December 31, 2019

Total Level 1 Level 2 Level 3
Asset Category
Corporate debt securities $ 149,409 $ - $ 149,409 $ -
Residential mortgage-backed securities 4,041 - 4,041 -
Mutual funds 25,594 25,594 - -
Equity securities by sector

Consumer goods 46,260 46,260 - -
Energy and utilities 27,410 27,410 - -
Finance 57,900 57,900 - -
Healthcare 37,017 37,017 - -
Industrials 17,996 17,996 - -
Information technology 60,225 60,225 - -
Other 35,597 35,597 - -

Commercial paper 2,948 - 2,948 -
Unallocated group annuity contract 598 - 598 -
Other 5,106 5,106 - -

Total $ 470,101 $ 313,105 $ 156,996 $ -

The investment policy for the retirement plan assets is designed to provide the highest return commensurate with sound and prudent underwriting
practices. The investment diversification goals are to have investments in cash and cash equivalents as necessary for liquidity, debt securities up
to 100% and equity securities up to 75% of the total invested plan assets. The amount invested in any particular investment is limited based on
credit quality, and no single investment may at the time of purchase be more than 5% of the total invested assets.

The corporate debt securities category are investment grade bonds of U.S. and foreign issuers denominated and payable in U.S. dollars from
diverse industries, with a maturity of 1 to 30 years. Foreign bonds in the aggregate shall not exceed 20% of the bond portfolio. Residential
mortgage-backed securities represent asset-backed securities with a maturity date 1 to 30 years with a Level 1 or 2 rating.

Equity portfolio managers have discretion to choose the degree of concentration in various issues and industry sectors for the equity securities.
Permitted securities are those for which there is an active market providing liquidity for the specific security.

Commercial paper investments generally have a credit rating of A2 Moody’s or P2 by Standard & Poor’s with at least BBB rating on the issuer’s
outstanding debt, or selected issuers with no outstanding debt.

Postretirement Life and Health Benefits

Under American National’s various group benefit plans for active employees, life insurance benefits are provided upon retirement for eligible
participants who meet certain age and length of service requirements.

The accrued postretirement benefit obligation, included in the liability for retirement benefits, was $5.3 million and $4.7 million at December 31, 2020
and 2019, respectively. These amounts were approximately equal to the unfunded accumulated postretirement benefit obligation.
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Commitments

American National and its subsidiaries lease insurance sales office space, technological equipment, and automobiles. The remaining long-term lease
commitments at December 31, 2020 were approximately $
7.4 million.

American National had aggregate commitments at December 31, 2020 to purchase, expand or improve real estate, to fund fixed interest rate mortgage
loans, and to purchase other invested assets of $1.2 billion of which $582.7 million is expected to be funded in 2021 with the remainder funded in
2022 and beyond.

American National had a $100 million short-term variable rate borrowing facility containing a $55 million sub-feature for the issuance of letters of
credit. Borrowings under the facility were at the discretion of the lender and would be used only for funding working capital requirements. As of
December 31, 2020 and 2019, the outstanding letters of credit issued under the sub-feature were $3.5 million and $3.5 million, respectively, and there
were no other borrowings on this facility. American National chose to non-renew the facility at the October 31, 2020 expiration date.

Federal Home Loan Bank (FHLB) Agreements

In May 2018, the Company became a member of the Federal Home Loan Bank of Dallas (“FHLB”) to augment its liquidity resources. The Company
initially purchased $7 million of stock to meet the FHLB’s membership requirement. The FHLB member stock is recorded in other invested assets on
the Company’s consolidated statements of financial position. Through its membership, the Company has access to the FHLB’s financial services
including advances that provide an attractive funding source for short-term borrowing and for access to other funding agreements. As of
December 31, 2020, certain municipal bonds and collateralized mortgage obligations with a fair value of approximately $72.4 million and commercial
mortgage loans of approximately $1.5 billion were on deposit with the FHLB as collateral for borrowing. As of December 31, 2020, the collateral
provided borrowing capacity for the $
250 million in outstanding advances. The additional borrowing capacity as of February 22, 2021 was approximately $775.2 million. The deposited
securities and commercial mortgage loans are included in the Company’s consolidated statements of financial position within fixed maturity
securities and mortgage loans on real estate, net of allowance, respectively.

FHLB outstanding advance as of December 31, 2020 is shown below (in thousands, except percentages):

Principal Amount Interest Rate Maturity Date
At December 31, 2020

FHLB advance, fixed rate $ 250,000 0.38% 4/28/2021

Guarantees

ANICO has guaranteed bank loans for customers of a third-party marketing operation. The bank loans are used to fund premium payments on life
insurance policies issued by ANICO. The loans are secured by the cash values of the life insurance policies. If the customer were to default on a
bank loan, ANICO would be obligated to pay off the loan. As the cash values of the life insurance policies always equal or exceed the balance of
the loans, management does not foresee any loss on these guarantees. The total amount of the guarantees outstanding as of December 31, 2020,
was approximately $121.4 million, while the total cash value of the related life insurance policies was approximately $142.8 million.
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Litigation

American National and certain subsidiaries are defendants in various lawsuits concerning alleged breaches of contracts, various employment
matters, allegedly deceptive insurance sales and marketing practices, and miscellaneous other causes of action arising in the ordinary course of
operations. Certain of these lawsuits include claims for compensatory and punitive damages. We provide accruals for these items to the extent we
deem the losses probable and reasonably estimable. After reviewing these matters with legal counsel, based upon information presently available,
management is of the opinion that the ultimate resultant liability, if any, would not have a material adverse effect on American National’s
consolidated financial position, liquidity or results of operations; however, assessing the eventual outcome of litigation necessarily involves
forward-looking speculation as to judgments to be made by judges, juries and appellate courts in the future.

Such speculation warrants caution, as the frequency of large damage awards, which bear little or no relation to the economic damages incurred by
plaintiffs in some jurisdictions, continues to create the potential for an unpredictable judgment in any given lawsuit. These lawsuits are in various
stages of development, and future facts and circumstances could result in management changing its conclusions. It is possible that, if the defenses
in these lawsuits are not successful, and the judgments are greater than management can anticipate, the resulting liability could have a material
impact on our consolidated financial position, liquidity, or results of operations. With respect to the existing litigation, management currently
believes that the possibility of a material judgment adverse to American National is remote and no estimate of range can be made for loss
contingencies that are at least reasonably possible but not accrued.

Note 20 - Related Party Transactions

American National has entered into recurring transactions and agreements with certain related parties. These include mortgage loans, management
contracts, agency commission contracts, marketing agreements, health insurance contracts, and legal services.
The impact on the consolidated financial statements of significant related party transactions is shown below (in thousands):

Dollar Amount of Transactions Amount due from American National

Years ended December 31, December 31,

Related Party Financial Statement Line Impacted 2020 2019 2018 2020 2019
Gal-Tex Hotel Corporation Mortgage loan on real estate $ - $ 576 $ 1,647 $ - $ -
Gal-Tex Hotel Corporation Net investment income - 9 107 - -
Greer, Herz & Adams, LLP Other operating expenses 13,451 12,088 11,173 (441) (519)

Mortgage Loans to Gal-Tex Hotel Corporation (“Gal-Tex”): American National held a first mortgage loan which originated in 1999, with an
interest rate of
7.25% and final maturity date of April 1, 2019 issued to a subsidiary of Gal-Tex, which was collateralized by a hotel property in San Antonio, Texas.
This loan has been paid in full. The Moody Foundation owns 34.0% of Gal-Tex and 22.75% of American National, and the Libbie Shearn Moody
Trust owns 50.2% of Gal-Tex and 37.0% of American National.

Transactions with Greer, Herz & Adams, LLP: Irwin M. Herz, Jr. is a member of the Board of Directors of American National Group, Inc. and certain
of its subsidiaries, and a Partner with Greer, Herz & Adams, LLP, which serves as American National’s General Counsel.
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AMERICAN NATIONAL GROUP, LLC 
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (UNAUDITED)
(In thousands)

March 31, 2023 December 31, 2022
ASSETS

Fixed maturity securities, bonds available-for-sale, at estimated fair value (Allowance for credit losses of $21,559 in 2023 
and $28,708 in 2022) (Amortized cost $14,264,968 in 2023 and $14,447,537 in 2022) $ 13,748,211 $ 13,512,819 

Equity securities, at estimated fair value  432,366  428,369 

Mortgage loans on real estate, net of allowance for credit losses of $49,431 in 2023 and $38,266 in 2022  5,700,492  5,546,175 

Policy loans  376,089  374,481 

Real estate and real estate partnerships, net of accumulated depreciation of $308,096 in 2023 and $304,402 in 2022  1,063,888  1,035,719 

Investment funds  1,292,013  1,226,471 

Short-term investments  2,126,281  1,836,678 

Other invested assets  213,343  198,079 

Total investments  24,952,683  24,158,791 

Cash and cash equivalents  1,703,041  1,388,943 

Accrued investment income  297,470  288,841 

Reinsurance recoverables  426,249  444,170 

Prepaid reinsurance premiums  42,430  46,754 

Premiums due and other receivables  476,264  436,264 

Deferred policy acquisition costs  712,416  664,478 

Property and equipment, net of accumulated depreciation of $319,350 in 2023 and $314,288 in 2022  189,740  186,008 

Current tax receivable  16,668  22,326 

Deferred tax asset  382,069  439,114 

Other assets  379,478  302,204 

Goodwill  121,097  121,097 

Separate account assets  1,098,352  1,045,217 

Total assets $ 30,797,957 $ 29,544,207 
LIABILITIES

Future policy benefits

Life $ 3,465,415 $ 3,336,141 

Annuity  1,630,012  1,466,192 

Health  44,859  56,938 

Policyholders’ account balances  14,546,290  14,309,971 

Policy and contract claims  1,824,773  1,786,275 

Market risk benefits, at estimated fair value  66,602  54,340 

Unearned premium reserve  1,118,861  1,085,882 

Other policyholder funds  323,064  322,067 

Liability for retirement benefits  63,112  66,938 

Long-term debt and accrued interest  1,500,000  1,500,000 

Notes payable  184,175  150,913 

Other liabilities  938,768  607,880 

Separate account liabilities  1,098,352  1,045,217 

Total liabilities  26,804,283  25,788,754 
EQUITY

Member's equity  4,137,785  4,128,892 

Accumulated other comprehensive income (loss)  (218,960)  (447,707) 

Total American National equity  3,918,825  3,681,185 

Noncontrolling interest  74,849  74,268 

Total equity  3,993,674  3,755,453 
Total liabilities and equity $ 30,797,957 $ 29,544,207 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC 
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(In thousands) 

Three months ended March 31,
Successor Predecessor

2023 2022
PREMIUMS AND OTHER REVENUE

Premiums
Life $ 109,998 $ 106,216 
Annuity  159,656  7,343 
Health  29,019  32,465 
Property and casualty  481,718  436,087 

Other policy revenues  96,579  94,764 
Net investment income  341,102  269,365 
Net realized investment gains (losses)  (22,367)  10,277 
Decrease in investment credit loss  (11,466)  (11,636) 
Net losses on equity securities  (28,296)  (9,482) 
Other income  11,127  10,735 

Total premiums and other revenues  1,167,070  946,134 
BENEFITS, LOSSES AND EXPENSES

Policyholder benefits
Life  121,020  164,276 
Annuity  184,331  21,294 

Claims incurred
Accident and health  (2,561)  20,636 
Property and casualty  348,646  270,605 

Change in fair value of market risk benefit  14,318  — 
Interest credited to policyholders’ account balances  139,597  48,299 
Future policy benefit remeasurement losses  39,212  — 
Commissions for acquiring and servicing policies  179,809  157,343 
Other operating expenses  177,641  138,962 
Change in deferred policy acquisition costs  (47,938)  (14,116) 

Total benefits, losses and expenses  1,154,075  807,299 
Income before federal income tax and other items  12,995  138,835 

Less: Provision (benefit) for federal income taxes
Current  5,938  35,765 
Deferred  (8,185)  (8,479) 
Total provision (benefit) for federal income taxes  (2,247)  27,286 

Income after federal income tax  15,242  111,549 
Other components of net periodic pension costs, net of tax  (1,591)  (1,368) 

Net income  13,651  110,181 
Less: Net income attributable to noncontrolling interest, net of tax  4,758  1,412 

Net income attributable to American National $ 8,893 $ 108,769 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) (UNAUDITED)
(In thousands) 

Three months ended March 31,
Successor Predecessor

2023 2022
Net income $ 13,651 $ 110,181 
Other comprehensive income (loss), net of tax

Change in net unrealized gains (losses) on securities  339,630  (375,020) 
Change in discount rate for liability for future policyholder benefit  (105,675)  — 
Change in instrument specific credit risk for market risk benefit  (6,790)  — 
Foreign currency transaction and translation adjustments  136  312 
Defined benefit pension plan adjustment  1,446  2,843 

Total other comprehensive loss, net of tax  228,747  (371,865) 
Total comprehensive income (loss)  242,398  (261,684) 

Less: Comprehensive income attributable to noncontrolling interest  4,758  1,412 
Total comprehensive income (loss) attributable to American National $ 237,640 $ (263,096) 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (UNAUDITED)
(In thousands, except per share data)

Successor Member's Equity
Accumulated Other 
Comprehensive Loss Noncontrolling Interest Total Member's Equity

Balance at January 1, 2023 $ 4,128,892 $ (447,707) $ 74,268 $ 3,755,453 
Other comprehensive income  —  228,747  —  228,747 
Net income attributable to American National  8,893  —  —  8,893 
Contributions/(Distributions)  —  —  (4,177)  (4,177) 
Net income attributable to noncontrolling interest  —  —  4,758  4,758 

Balance at March 31, 2023 $ 4,137,785 $ (218,960) $ 74,849 $ 3,993,674 

Predecessor Common Stock
Additional   

Paid-In Capital

Accumulated 
Other 

Comprehensive 
Income (Loss)

Retained 
Earnings

Noncontrolling 
Interest Total Equity

Balance at January 1, 2022 $ 269 $ 47,762 $ 147,054 $ 6,799,283 $ 7,691 $ 7,002,059 
Amortization of restricted stock  —  20  —  —  —  20 
Other comprehensive loss  —  —  (371,865)  —  —  (371,865) 
Net income attributable to American National  —  —  —  108,769  —  108,769 
Cash dividends to common stockholders 
(declared per share of $0.82)  —  —  —  (22,048)  —  (22,048) 
Contributions/(Distributions)  —  —  —  —  214  214 
Net income attributable to noncontrolling 
interest

 —  —  —  —  1,412  1,412 
Balance at March 31, 2022 $ 269 $ 47,782 $ (224,811) $ 6,886,004 $ 9,317 $ 6,718,561 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(In thousands) 

 Three months ended March 31,
Successor Predecessor

2023 2022
OPERATING ACTIVITIES

Net income $ 13,651 $ 110,181 
Adjustments to reconcile net income to net cash provided by operating activities:

Realized investment gains  (491)  (10,386) 
Realized investment losses  22,858  109 
Unrealized gain (loss) on investments and derivatives  3,415  (64,072) 
Realized (gain) loss on investments and derivatives  20,835  108,737 
Income tax expense  5,938  — 
Increase (decrease) in investment credit loss  11,466  11,636 
Accretion of premiums, discounts and loan origination fees  (20,044)  5,093 
Net capitalized interest on policy loans and mortgage loans  (18,259)  (8,072) 
Depreciation  11,383  12,171 
Interest credited to policyholders’ account balances  139,597  48,299 
Charges to policyholders’ account balances  (96,579)  (94,764) 
Deferred federal income tax expense (benefit)  (8,185)  (8,479) 
Income from equity method investments  (28,296)  (67,096) 
Distributions from unconsolidated affiliates  36,416  68,663 

Changes in:
Policyholder liabilities  177,212  14,777 
Market risk benefit  4,959  — 
Deferred policy acquisition costs  (47,938)  (14,116) 
Reinsurance payables (recoverables)  20,875  2,321 
Premiums due and other receivables  (40,000)  (16,388) 
Prepaid reinsurance premiums  4,324  2,360 
Accrued investment income  (8,629)  (18,719) 
Current tax payable  —  34,653 
Liability for retirement benefits  (5,988)  511 
Other, net  (6,888)  (11,134) 

    Net cash provided by operating activities  191,633  106,285 
INVESTING ACTIVITIES

Proceeds from sale/maturity/prepayment of:
Corporate bonds  1,229,363  382,375 
Preferred shares  22,912  67,291 
Commercial paper  —  8,247,529 
Government bonds and treasuries  2,498,633  47,075 
Real estate and real estate partnerships  —  8,275 
Mortgages  96,682  314,111 
Private equity and other  6,856  62,189 

Distributions from equity method investments  18,823  58,926 
Payment for the purchase/origination of:

Corporate bonds  (1,091,604)  (1,956,451) 
Preferred shares  (55,205)  (26,307) 
Government bonds and treasuries  (2,433,739)  (8,652) 
Real estate and real estate partnerships  (36,215)  (14,545) 
Mortgages  (245,929)  (253,967) 
Private equity and other  (8,542)  (44,886) 
Commercial paper  —  (7,622,333) 

Table of Contents

7



AMERICAN NATIONAL GROUP, LLC 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED) (CONTINUED)
(In thousands)

Three months ended March 31,
Successor Predecessor

2023 2022
Additions to property and equipment  (540)  (10,533) 
Contributions to real estate and real estate partnerships  (86,283)  — 
Contributions to equity method investments  (25,728)  (77,190) 
Change in short-term investments  13,878 
Change in collateral held for derivatives  35,755  (53,718) 
Other, net  (3,395)  5,464 

    Net cash used in investing activities  (64,278)  (875,347) 
FINANCING ACTIVITIES

Policyholders’ account deposits  724,830  343,049 
Policyholders’ account withdrawals  (542,971)  (295,520) 
Change in notes payable  —  9,100 
Dividends to stockholders  —  (22,048) 
Payments to noncontrolling interest  4,884  (644) 

    Net cash provided by financing activities  186,743  33,937 
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS  314,098  (735,125) 

Cash and cash equivalents at beginning of the period  1,388,943  1,930,882 
Cash and cash equivalents at end of the period $ 1,703,041 $ 1,195,757 

See accompanying notes to the unaudited condensed consolidated financial statements.
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Note 1 – Nature of Operations

American National Group, LLC ("ANAT", or the "Company"), through its consolidated subsidiaries (collectively “American 
National”) offers a broad portfolio of insurance products, including individual and group life insurance, annuities, pension risk 
transfer, health insurance, and property and casualty insurance. Business is conducted in all 50 states, the District of Columbia and 
Puerto Rico.

On August 6, 2021, ANAT entered into an Agreement and Plan of Merger (the “Merger Agreement”) with Brookfield 
Reinsurance Ltd., formerly known as Brookfield Asset Management Reinsurance Partners Ltd., an exempted company limited by 
shares existing under the laws of Bermuda, and Freestone Merger Sub Inc., a Delaware corporation and an indirect wholly-owned 
subsidiary of Brookfield Reinsurance (“Merger Sub”). On May 25, 2022 (the "Closing Date" or "Merger Date"), upon the terms 
and subject to the conditions of the Merger Agreement, Merger Sub merged with and into the Company (the “Merger”), with the 
Company continuing as the surviving entity, which became an indirect, wholly-owned subsidiary of Brookfield Reinsurance. The 
Merger was unanimously approved by the Company’s board of directors. The Company received the requisite stockholder 
approval required under Delaware law for the adoption of the Merger Agreement. The Company has ceased being a registrant 
with the Securities and Exchange Commission as of the Closing Date. Effective September 30, 2022, the Company converted 
from a Delaware corporation to a Delaware limited liability company. As a result, the successor period consists of the three 
months ended March 31, 2023 and the predecessor period consists of the three months ended March 31, 2022.

Note 2 – Summary of Significant Accounting Policies and Practices

Basis Presentation

The condensed consolidated financial statements and notes thereto have been prepared in conformity with Generally Accepted 
Accounting Principles ("GAAP") and are reported in U.S. currency. American National consolidates entities that are wholly-
owned and those in which American National owns less than 100% but controls the voting rights, as well as variable interest 
entities in which American National is the primary beneficiary. Intercompany balances and transactions with consolidated entities 
have been eliminated. Investments in unconsolidated affiliates, which include real estate partnerships and investment funds, are 
accounted for using the equity method of accounting. Certain amounts in prior years have been reclassified to conform to current 
year presentation.

The accompanying interim condensed consolidated financial statements are unaudited and reflect all adjustments (including 
normal recurring adjustments) necessary to present fairly the financial position, results of operations and cash flows for the 
interim periods presented in conformity with GAAP. The interim condensed consolidated financial statements and notes should be 
read in conjunction with the annual consolidated financial statements and notes thereto as of and for the year ended December 31, 
2022, which are posted on the Company website at www.americannational.com. The condensed consolidated results of operations 
for the interim periods should not be considered indicative of results to be expected for the full year.

The preparation of the consolidated financial statements in conformity with GAAP requires the use of estimates and assumptions 
that affect the reported consolidated financial statement balances. Actual results could differ from those estimates. Except for 
balances affected by the adoption of Accounting Standards Update (ASU) 2018-12 noted below, the December 31, 2022 
consolidated balance sheet data was derived from audited consolidated financial statements which include all disclosures required 
by GAAP.

Business Combination

Business combinations are accounted for using the acquisition method. The cost of a business acquisition is measured at the 
aggregate of the fair values at the date of exchange of assets given, liabilities incurred or assumed, and equity instruments issued 
in exchange for control of the acquiree. The acquiree’s identifiable assets, liabilities and contingent liabilities are recognized at 
their fair values at the acquisition date. The interest of non-controlling shareholders in the acquiree, if applicable, is initially 
measured at the noncontrolling shareholders’ proportion of the net fair value of the identifiable assets, liabilities and contingent 
liabilities recognized.

To the extent the fair value of consideration paid exceeds the fair value of the net identifiable tangible and intangible assets, the 
excess is recorded as goodwill. To the extent the fair value of consideration paid is less than the fair value of net identifiable 
tangible and intangible assets, the excess is recognized in net income.
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Based on the criteria outlined in ASC 805, Business Combinations the Company was deemed the accounting acquiree in the 
Merger. As a result of the completed Merger, for accounting purposes, our financial statements and notes are presented as 
"Predecessor" for historical periods prior to the Closing Date and "Successor" for the period after the Closing Date. In accordance 
with accounting for business combinations, assets and liabilities were adjusted to their fair values as of the Closing Date 
("Purchase GAAP Accounting" or "PGAAP"). Additionally, we have elected to apply push-down accounting to reflect the 
Company's assets and liabilities at fair value. To differentiate between periods, our financial statements and notes include a black 
line division between columns titled "Predecessor" and "Successor". This black line division has been placed to recognize 
Purchase GAAP Accounting adjustments made and the resulting effect on comparability between the two periods.

ASC 805, Business Combinations allows for a measurement period of up to 12 months from the business combination date. 
Accounting for the business combination is not finalized as of December 31, 2022, and is pending completion of purchase 
accounting. The financial statements at December 31, 2022 reflect management's current best estimate of the purchase price 
allocation. Final valuation of the assets acquired and liabilities assumed and the completion of the purchase price allocation will 
occur before the end of the measurement period.
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Under the acquisition method of accounting, the assets acquired and liabilities assumed are recorded at fair value at the date of 
acquisition. The following table summarizes the fair value of assets acquired and liabilities assumed as of May 25, 2022:

American National Group Inc. 
Consolidated Balance Sheet*

Company Opening 
Balance Sheet 

ASSETS 
Fixed maturity securities, bonds available for sale, at estimated fair value $ 15,312,504 
Equity securities, at estimated fair value  81,925 
Mortgage loans on real estate, net of allowance for credit losses  5,136,421 
Policy loans  367,616 
Real estate and real estate partnerships, net of accumulated depreciation  968,264 
Investment funds  987,577 
Short-term investments  1,465,662 
Other invested assets  142,027 

Total investments  24,461,996 
Cash and cash equivalents  1,021,469 
Accrued investment income  100,544 
Reinsurance recoverables  454,867 
Prepaid reinsurance premiums  45,711 
Premiums due and other receivables  437,462 
Property and equipment, net of accumulated depreciation  175,079 
Deferred tax assets, net  374,185 
Prepaid pension  149,094 
Intangible asset - VOBA  316,644 
Other assets  166,030 
Goodwill  121,097 
Separate account assets  1,123,432 

Total assets  28,947,610 
LIABILITIES 

Future policy benefits
Life  3,069,201 
Annuity  1,546,881 
Health  46,352 

Policyholders’ account balances  13,880,194 
Policy and contract claims  1,705,623 
Unearned premium reserve  1,072,989 
Other policyholder funds  323,567 
Liability for retirement benefits  73,926 
Intangible liability - VOBA (LAH)  440,907 
Debt  1,494,629 
Notes payable  158,492 
Current tax payable  13,610 
Other liabilities  375,143 
Separate account liabilities  1,123,432 

Total liabilities  25,324,946 
EQUITY 
Additional paid-n capital  3,612,783 

Total American National equity  3,612,783 
Noncontrolling interest  9,881 

Total equity  3,622,664 
Total liabilities and equity $ 28,947,610 

*These amounts have not been adjusted for the adoption of ASU 2018-12, Financial Services—Insurance (Topic 944): Targeted 
Improvements to the Accounting for Long-Duration Contracts ("LDTI") (refer to transition date disclosure below)
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Adoption of ASU 2018-12 - Targeted Improvements to the Accounting for Long-Duration Contracts

The Company adopted ASU 2018-12, Financial Services—Insurance (Topic 944): Targeted Improvements to the Accounting for 
Long-Duration Contracts ("LDTI") effective January 1, 2023 with a transition date of May 25, 2022 using a full retrospective 
approach. LDTI resulted in significant changes to the measurement, presentation and disclosure requirements for long-duration 
insurance contracts. A summary of the most significant changes follows:

(1) Guaranteed benefits associated with certain annuity contracts have been classified and presented separately on the 
consolidated balance sheets as Market Risk Benefits (MRB). MRBs are now measured at estimated fair value through net income 
and reported separately on the consolidated statements of operations, except for nonperformance risk changes, which will be 
recognized in OCI.

(2) Cash flow assumptions used to measure the liability for LFPBs on traditional long-duration contracts (including term and non-
participating whole life insurance and immediate annuities) have been updated on an annual basis.

(3) The discount rate assumption used to measure the liability for traditional long-duration contracts is now based on an upper-
medium grade discount rate with changes recognized in OCI.

(4) DAC for all insurance products are required to be amortized on a constant-level basis over the expected term of the contracts, 
using amortization methods that are not a function of revenue or profit emergence. 

(5) There was a significant increase in required disclosures, including disaggregated rollforwards of insurance contract assets and 
liabilities supplemented by qualitative and quantitative information regarding the cash flows, assumptions, methods and 
judgements used to measure those balances.

The following table presents the Company's significant accounting policies which have changed as a result of the adoption of 
LDTI with cross-references to the notes which provide additional information on such policies.

Accounting Policy Note
Deferred policy acquisition costs, value of business acquired, unearned revenue and other intangibles 10
Future policy benefit liabilities 18
Policyholder account balances 18
Market risk benefits 19

Deferred policy acquisition costs (“DAC”) are capitalized costs related directly to the successful acquisition of new or renewal 
insurance contracts. Significant costs are incurred to acquire insurance and annuity contracts, including commissions and certain 
underwriting, policy issuance, and processing expenses. In accordance with ASC 805, Business Combinations existing DAC 
balance was written off as a result of the Merger. The beginning balance as of May 25, 2022 consists of the Value of Business 
Acquired "VOBA" at that date.

Insurance contracts are grouped into cohorts by contract type and issue year consistent with estimating the associated liability for 
future policy benefits. DAC is amortized on constant level basis for the grouped contracts over the expected term of the related 
contracts to approximate straight-line amortization. DAC will be amortized over the following bases, all of which provide a 
constant level representation of contract term:

Product(s) Amortization base

Traditional life products Nominal face amount

Life contingent payout annuities Annualized benefit amount in force

Health products Original annual premium 
Fixed deferred annuities, fixed indexed annuities, variable annuities Policy count 

Universal life products Initial face amount

The bases used for amortization are projected using mortality and lapse assumptions that are based on American National's 
experience, industry data, and other factors consistent with those used for the liability for future policy benefits.
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Amortization of DAC is included in the change in deferred acquisition costs in the consolidated statement of operations.

For short-duration contracts, DAC is grouped consistent with the manner in which insurance contracts are acquired, serviced, and 
measured for profitability and is reviewed for recoverability based on the profitability of the underlying insurance contracts. 
Investment income is anticipated in assessing the recoverability of DAC for short-duration contracts. DAC for short duration 
contracts is charged to expense in proportion to premium revenue recognized.

Value of business acquired ("VOBA") is an intangible asset or liability resulting from a business combination that represents 
the difference between the policyholder liabilities measured in accordance with the acquiring company's accounting policies and 
the estimated fair value of the same acquired policyholder liabilities in-force at the acquisition date. VOBA can be either positive 
or negative. Positive VOBA is recorded as a component of DAC. Negative VOBA occurs when the estimated fair value of in-
force contracts in a life insurance company acquisition is less than the amount recorded as insurance contract liabilities, and is 
recorded in future policyholder benefits in the consolidated statement of financial condition.

VOBA is amortized on a straight-line basis over the remaining life of the underlying policies consistent with DAC.

Liability for future policy benefits ("LFPB") is equal to the present value of expected benefit payments and claim related 
expenses to be paid or on behalf of policyholders less the present value of expected net premiums to be collected from 
policyholders. Principal assumptions used in the establishment of the LFPB are mortality, lapse, incidence, terminations, claim-
related expenses, and other contingent events as appropriate to the respective product type. American National groups contracts 
into annual cohorts based on product type and contract inception date for the purposes of calculating the liability for future policy 
benefits. A set of qualitative cohorts includes all business issued prior to the acquisition date. Another set of qualitative cohorts 
includes business issued between the acquisition date and year end 2022. In 2023 and beyond, there is a set of qualitative cohorts 
for each issue year.

American National updates its estimate of cash flows over the entire life of a group of contracts using actual historical experience 
and current future cash flow assumptions. American National will review cash flow assumptions, including assumptions for 
claim-related expenses annually in the third quarter. Assumption revisions will be reflected in the net premium ratio and LFPB 
calculation in the quarter in which assumptions are revised. The net premium ratio reflects cash flows from contract inception to 
contract termination (ie: through the claim paying period) and cannot exceed 100%. Change in the liability due to actual 
experience are recognized in reserve remeasurement (gains) losses in the consolidated statement of earnings.

American National measures the LFPB at each reporting period. The discount rate assumption is determined by developing a 
yield curve based on market observable yields for upper-medium fixed income instruments derived from an external index. The 
net premium ratio is not updated for changes in discount rate assumptions. The difference between the updated carrying amount 
of the liability for future policy benefits measured using the current discount rate assumption and the original discount rate 
assumption is recognized in other comprehensive income during the period.

Should the present value of actual and future expected benefits less transition LFPB balance exceed the present value of actual 
and future expected gross premiums, the net premium ratio is capped at 100% and a gross premium LFPB is held. The immediate 
charge is the amount by which the uncapped net premium ratio exceeds 100% times the present value of future expected gross 
premium. This assessment is performed at the cohort level.

American National periodically reviews its estimates of actuarial liabilities for future policy benefits and compares them with its 
actual experience. Differences between actual experience and the assumptions used in pricing these policies, guarantees and riders 
and in the establishment of the related liabilities result in variances in profit and could result in losses. The effects of changes in 
such estimated liabilities are included in the consolidated statements of operations in the period in which the changes occur.

Payout annuities include single premium immediate annuities, annuitizations of deferred annuities, and pension risk transfer. 
These contracts subject the insurer to risks over a period that extends beyond the period or periods in which premiums are 
collected. These contracts may be either non-life contingent or life contingent. Non-life contingent annuities are accounted for as 
investment contracts. For life contingent annuities, the Company records a liability at the present value of future annuity payments 
and estimated future expenses calculated using expected mortality and costs, and expense assumptions. Any gross premiums 
received in excess of the net premium is the DPL and is recognized separately in income in a constant relationship with the 
discounted amount of the insurance in-force or expected future benefit payments. These liabilities are recorded in policy liabilities 
in the consolidated statement of financial position. 
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For the majority of this participating business, profits earned are reserved for the payment of dividends to policyholders, except 
for the stockholders’ share of profits on participating policies, which is limited to the greater of 10% of the profit on participating 
business, or 50 cents per thousand dollars of the face amount of participating life insurance in-force. Participating policyholders’ 
interest includes the accumulated net income from participating policies reserved for payment to such policyholders in the form of 
dividends (less net income allocated to stockholders as indicated above) as well as a pro rata portion of unrealized investment 
gains (losses). Dividends to participating policyholders were $9.0 million and $8.1 million at March 31, 2023 and 2022, 
respectively. Income of $19.0 million and $18.3 million was allocated to participating policyholders at March 31, 2023 and 2022, 
respectively.

For all other participating business, the allocation of dividends to participating policyowners is based upon a comparison of 
experienced rates of mortality, interest and expenses, as determined periodically for representative plans of insurance, issue ages 
and policy durations, with the corresponding rates assumed in the calculation of premiums.

Market risk benefits ("MRB") are measured at fair value at the cohort level. Total attributed fees will include explicit rider fees 
and will not be negative or exceed total contract fees and assessments collectible from the contract holder. There are only rider 
charges and surrender charges. Surrender charges will not be included in the fair value measurement, as surrender charges do not 
fund any future benefits. Cash flows are projected using risk-neutral scenarios generated by the company. The Company 
establishes MRB assets and liabilities for guaranteed minimum withdraw benefits ("GMWB") associated with equity-indexed 
annuity contracts.

The actuarial assumptions used in the MRB calculation are the company’s best estimate assumptions. Assumptions are adjusted to 
reflect fair value by applying a margin for non-hedgeable risk and an adjustment for own credit spread through the discount rate. 
The risk-free discount rate is the scenario specific US treasury rate. The assumptions used for MRB are consistent with other fair 
value calculations performed by American National.

Policyholders’ account balances represent the contract value that has accrued to the benefit of the policyholders related to 
universal-life and investments-type contracts. For fixed products, these are generally equal to the accumulated deposits plus 
interest credited, reduced by withdrawals, payouts, and accumulated policyholder assessments. Indexed product account balances 
are equal to the sum of host and embedded derivative reserves computed.

Liabilities for unpaid claims and claim adjustment expenses (“CAE”) are established to provide for the estimated costs of 
paying claims. These reserves include estimates for both case reserves and IBNR claim liabilities. Case reserves include the 
liability for reported but unpaid claims. IBNR liabilities include a provision for potential development on case reserves, losses on 
claims currently closed which may reopen in the future, as well as IBNR claims. These liabilities also include an estimate of the 
expense associated with settling claims, including legal and other fees, and the general expenses of administering the claims 
adjustment process.

Reinsurance recoverables are estimated amounts due to American National from reinsurers related to paid and unpaid ceded 
claims and CAE and are presented net of a reserve for collectability. Recoveries of gross ultimate losses under our non-
catastrophe reinsurance are estimated by a review of individual large claims and the ceded portion of IBNR using assumed 
distribution of loss by percentage retained. Recoveries of gross ultimate losses under our catastrophe reinsurance are estimated by 
applying reinsurance treaty terms to estimates of gross ultimate losses. The most significant assumption is the average size of the 
individual losses for those claims that have occurred but have not yet been reported and our estimate of gross ultimate losses. The 
ultimate amount of the reinsurance ceded recoverable is unknown until all losses settle.

Table of Contents

Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

14



Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

Transition Date Impacts

Due to the acquisition of American National by Brookfield Reinsurance Partners on May 25, 2022 and the guidelines under ASC 
805, Business Combinations, the inception date for all contracts issued before that date become May 25, 2022. Under purchase 
accounting guidelines, fair value of equity must be equal to the purchase price at the acquisition date. As a result, there will not be 
any impact to the opening balances of retained earnings or accumulated other comprehensive income due to the adoption of the 
standard on the transition date of May 25, 2022.

The transition impact of the MRBs and LFPB will be recorded to value of business acquired (VOBA) liability resulting in no 
impact to shareholders equity, as noted above.

 The following table presents a summary of the Transition Date impacts associated with the implementation of LDTI to the 
consolidated balance sheet (in thousands):

Future Policy Benefits Market Risk Benefits VOBA Liability 

As previously reported May 25th, 2022 $ 4,662,434 $ — $ 440,907 

Reclassification of carrying amount of contracts and contract features that 
are market risk benefits  (107,432)  107,432  — 
Adjustment to reflect transition impact to balance established as part of 
purchase accounting upon the Brookfield acquisition  (315,561)  64,580  250,981 
As adjusted May 25th, 2022 $ 4,239,441 $ 172,012 $ 691,888 

The following table represents transition impacts for future policy benefits by segment.

Term Life Whole Life  Annuity 

As previously reported May 25th, 2022 $ 615,782 $ 1,694,351 $ 1,439,449 
Adjustment to reflect transition impact to balance established as part of 
purchase accounting upon the Brookfield acquisition  (84,761)  (223,213)  (7,586) 
As adjusted May 25th, 2022 $ 531,021 $ 1,471,138 $ 1,431,863 

The following table represents the transition impact to market risk benefits by segment.

Annuity 

As previously reported May 25th, 2022 $ 107,432 
Adjustment to reflect transition impact to balance established as part of purchase accounting upon the Brookfield acquisition  64,580 
As adjusted May 25th, 2022 $ 172,012 

The Transition Date impacts associated with the implementation of LDTI were applied as follows:

Market risk benefits - The full retrospective transition approach for MRBs required assessing products to determine whether 
contract or contract features expose the Company to other than nominal capital market risk. The population of MRBs identified 
was then reviewed to determine the historical measurement model prior to adoption of LDTI.

At the Transition Date, the impacts to the financial statements of the full retrospective approach for MRBs include the following:

• The amounts previously recorded for these contracts within additional insurance liabilities and other insurance liabilities 
were reclassified to MRB liabilities;

• The difference between the fair value of the MRBs and the previously recorded carrying value at the Transition Date, 
included the cumulative effect of changes in nonperformance risk of the Company, was recorded as an adjustment to the 
opening balance of VOBA liability.
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

Liability for future policy benefits - The full retrospective transition approach for LFPB utilized a defined valuation premium 
method. This process required grouping contracts in-force as of the Transition Date into cohorts, and then calculating revised 
LFPB using an updated net premium ratio, best estimate cash flow assumptions without a provision for adverse deviation and the 
locked-in discount rate. The decrease to the liability for future policy benefits at at transition is driven by unlocking of 
assumptions and measurement at upper medium grade discount rates for traditional life and life contingent payout annuity 
business.

Due to the acquisition of American National by Brookfield Reinsurance on May 25, 2022 , the balances of deferred acquisition 
costs, deferred profit liability, unearned revenue, and sales inducement assets were written down to $0 at the acquisition date. As a 
result, there is no impact to these balances at transition.
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Note 3 – Recently Issued Accounting Pronouncements

The following table presents amounts previously reported in 2022, the effect on those amounts of the change due to the adoption 
of ASU 2018-12 as described in Note 2, and the currently reported amounts in the Unaudited Interim Consolidated Statement of 
Financial Position (in thousands).

December 31, 2022
As Previously Reported Effect of Adoption As Adjusted

Reinsurance recoverables, net of allowance for credit losses $ 447,124 $ (2,954) $ 444,170 
Deferred policy acquisition costs  681,708  (17,230)  664,478 
Deferred tax asset  527,768  (88,654)  439,114 
Other assets  291,875  10,330  302,205 

Total assets $ 29,642,716 $ (98,508) $ 29,544,208 
Future policy benefits 

Life $ 3,584,520 $ (248,379) $ 3,336,141 
Annuity  1,713,528  (247,336)  1,466,192 
Health  47,045  9,893  56,938 

Market risk benefit liabilities  —  54,340  54,340 
Total liabilities  26,220,236  (431,481)  25,785,250 

Retained earnings  264,752  59,068  323,820 
Accumulated other comprehensive income (loss)  (721,612)  273,905  (447,707) 

Total liabilities and equity $ 29,642,716 $ (98,508) $ 29,544,208 

Other Adopted Accounting Pronouncements

The Company adopted ASU (ASU 2022-02, Financial Instruments-Credit Losses (Topic 326): Troubled Debt Restructurings and 
Vintage Disclosures. The Company adopted this standard on January 1, 2023. This ASU eliminates TDR recognition and 
measurement guidance and, instead, requires that an entity evaluate whether the modification represents a new loan or a 
continuation of an existing loan. The amendments also enhance existing disclosure requirements and introduce new requirements 
related to certain modifications of receivables made to borrowers experiencing financial difficulty. This ASU was applied 
prospectively and did not have a material impact on the consolidated financial statements upon adoption but could change the 
future recognition and measurement of modified loans.

Future Adoption of Accounting Standards
ASUs not listed below were assessed and either determined to be not applicable or are not expected to have a material impact on 
the Company’s interim condensed consolidated financial statements or disclosures.

Standard Description
Effective Date and Method of 
Adoption Impact on Financial Statements

ASU 2020-04, Reference Rate 
Reform (Topic 848): 
Facilitation of the Effects of 
Reference Rate Reform on 
Financial Reporting 

The amendments in this guidance provide optional 
expedients and exceptions for applying GAAP to 
contracts, hedging relationships, and other 
transactions affected by reference rate reform if 
certain criteria are met. The guidance only applies to 
contracts, hedging relationships, and other 
transactions that reference LIBOR or another 
reference rate expected to be discontinued because of 
reference rate reform.

The amendments in this 
guidance are effective for all 
entities as of March 12, 2020 
and will sunset through 
December 31, 2022, at which 
time the application of 
exceptions and optional 
expedients will no longer be 
permitted. The FASB issued 
ASU 2022-06  that delayed the 
sunset date to December 31, 
2024. 

The inventory of LIBOR exposures has 
been completed and is primarily 
limited to floating rate bonds, 
alternative investments, and 
borrowings within joint venture 
investments. Certain contracts included 
in these categories matured prior to 
December 31, 2021, the start of 
LIBOR rates cessations. The transition 
from LIBOR is not expected to have a 
material impact to the Company's 
Consolidated Financial Statements or 
Notes to the Consolidated Financial 
Statements.
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Note 4 – Investment in Securities

The cost or amortized cost and fair value of investments in securities are shown below (in thousands):

 March 31, 2023

 
Cost or 

Amortized Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
Allowance for 
Credit Losses Fair Value

Fixed maturity securities, bonds available-for-sale
U.S. treasury and government $ 41,739 $ 79 $ (981) $ — $ 40,837 
U.S. states and political subdivisions  854,075  965  (16,275)  (214)  838,551 
Foreign governments  9,336  —  (339)  —  8,997 
Corporate debt securities  11,828,200  8,367  (456,292)  (11,510)  11,368,765 
Collateralized debt securities  1,401,711  12,796  (38,305)  (9,717)  1,366,485 
Residential mortgage-backed securities  129,907  100  (5,313)  (118)  124,576 

         Total bonds available-for-sale  14,264,968  22,307  (517,505)  (21,559)  13,748,211 
Total investments in fixed maturity securities $ 14,264,968 $ 22,307 $ (517,505) $ (21,559) $ 13,748,211 

 December 31, 2022

 
Cost or 

Amortized Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
Allowance for 
Credit Losses Fair Value

Fixed maturity securities, bonds available-for-sale
U.S. treasury and government $ 41,384 $ 30 $ (1,405) $ — $ 40,009 
U.S. states and political subdivisions  880,186  123  (24,706)  (742)  854,861 
Foreign governments  9,314  —  (298)  (12)  9,004 
Corporate debt securities  12,104,754  6,020  (830,095)  (23,049)  11,257,630 
Collateralized debt securities  1,279,102  5,300  (55,261)  (4,574)  1,224,567 
Residential mortgage-backed securities  132,797  23  (5,741)  (331)  126,748 

         Total bonds available-for-sale  14,447,537  11,496  (917,506)  (28,708)  13,512,819 
Total investments in fixed maturity securities $ 14,447,537 $ 11,496 $ (917,506) $ (28,708) $ 13,512,819 
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Actual maturities may differ from contractual maturities because borrowers may have the right to call or prepay obligations with 
or without call or prepayment penalties. Residential and commercial mortgage-backed securities, which are not due at a single 
maturity, have been presented based on the year of final contractual maturity.

Proceeds from sales of bonds available-for-sale, with the related gross realized gains and losses, are shown below (in thousands):

 Three months ended March 31,
Successor Predecessor

2023 2022

Proceeds from sales of fixed maturity securities, bonds available-for-sale $ 970,333 $ 20,247 
Gross realized gains  608  — 
Gross realized losses  25,145  — 

Gains and losses are determined using specific identification of the securities sold. All held-to-maturity securities were transferred 
to available-for-sale through a management election allowed under business combination guidance.

In accordance with various regulations, American National has bonds on deposit with regulating authorities with a carrying value 
of $30.2 million and $51.1 million at March 31, 2023 and December 31, 2022, respectively. In addition, American National has 
pledged bonds in connection with certain agreements and transactions, such as financing and reinsurance agreements. The 
carrying value of bonds pledged was $43.6 million and $44.8 million at March 31, 2023 and December 31, 2022, respectively.

The components of the change in net unrealized gains (losses) on debt securities are shown below, on a pre-tax basis (in 
thousands):

 Three months ended March 31,
Successor Predecessor

 2023 2022
Fixed maturity securities: change in unrealized losses $ 425,792 $ (605,983) 
Short-term change in unrealized losses  4,164  — 

Adjustments for
Deferred policy acquisition costs  —  122,095 
Participating policyholders’ interest  (88)  9,744 
Deferred federal income tax (expense) benefit  (90,238)  99,124 

Change in net unrealized gains (losses) on debt securities, net of tax $ 339,630 $ (375,020) 

Table of Contents

Note 4 – Investment in Securities – (Continued)

19



The components of the change in net gains (losses) on equity securities are shown below (in thousands):

Three months ended March 31,
Successor Predecessor

2023 2022
Unrealized losses on equity securities $ (28,599) $ (1,270) 
Net gains (losses) on equity securities sold  303  (8,212) 

Net losses on equity securities $ (28,296) $ (9,482) 

The gross unrealized losses and fair value of bonds available-for-sale, aggregated by investment category and length of time 
individual securities have been in a continuous unrealized loss position due to market factors are shown below (in thousands, 
except number of issues):

 March 31, 2023
 Less than 12 months 12 months or more Total

 
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Fixed maturity securities, bonds 
available-for-sale

U.S. treasury and 
government  19 $ (981) $ 37,221  — $ — $ —  19 $ (981) $ 37,221 
U.S. states and political 
subdivisions  484  (16,275)  719,606  —  —  —  484  (16,275)  719,606 
Foreign governments  1  (339)  8,997  —  —  —  1  (339)  8,997 
Corporate debt securities  1,187  (456,292)  10,146,378  —  —  —  1,187  (456,292)  10,146,378 
Collateralized debt 
securities  76  (38,305)  1,121,954  —  —  —  76  (38,305)  1,121,954 
Residential mortgage-
backed securities  46  (5,313)  124,303  —  —  —  46  (5,313)  124,303 

Total  1,813 $ (517,505) $ 12,158,459  — $ — $ —  1,813 $ (517,505) $ 12,158,459 

December 31, 2022
 Less than 12 months 12 months or more Total

 
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Fixed maturity securities, bonds 
available-for-sale

U.S. treasury and 
government  18 $ (1,405) $ 36,692  — $ — $ —  18 $ (1,405) $ 36,692 
U.S. states and political 
subdivisions  580  (24,706)  833,315  —  —  —  580  (24,706)  833,315 
Foreign governments  1  (298)  9,005  —  —  —  1  (298)  9,005 

Corporate debt securities  1,212  (830,095)  9,951,734  —  —  —  1,212  (830,095)  9,951,734 
Collateralized debt 
securities  71  (55,261)  776,938  —  —  —  71  (55,261)  776,938 
Residential mortgage-
backed securities  46  (5,741)  93,008  —  —  —  46  (5,741)  93,008 

Total  1,928 $ (917,506) $ 11,700,692  — $ — $ —  1,928 $ (917,506) $ 11,700,692 

Several assumptions and underlying estimates are made in the evaluation of allowance for credit loss. Examples include financial 
condition, near term and long-term prospects of the issue or issuer, including relevant industry conditions and trends and 
implications of rating agency actions and offering prices.
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Equity securities by market sector distribution are shown below, based on fair value:

March 31, 2023 December 31, 2022
Energy and utilities $ 28,686  6.6 % $ 30,722  7.2 %
Finance  383,053  88.6  374,688  87.4 
Other  20,627  4.8  22,959  5.4 
        Total $ 432,366  100.0 % $ 428,369  100.0 %

Allowance for Credit Losses

Available-for-Sale Securities—For available-for-sale bonds in an unrealized loss position, the Company first assesses whether it 
intends to sell the security or will be required to sell the security before recovery of its amortized cost basis. If either of these 
criteria are met, the security’s amortized cost basis is written down to fair value through income. For bonds available-for-sale that 
do not meet either indicated criteria, the Company evaluates whether the decline in fair value has resulted from credit events or 
market factors. In making this assessment, management first calculates the extent to which fair value is less than amortized cost, 
and then may consider any changes to the rating of the security by a rating agency, and any specific conditions related to the 
security. If this assessment indicates that a credit loss exists, the present value of cash flows expected to be collected from the 
security is compared to the amortized cost basis of the security. If the present value of cash flows expected to be collected is less 
than the amortized cost basis, a credit loss exists and an allowance for credit losses is recorded through income, limited to the 
amount fair value is less than amortized cost. Any remaining unrealized loss is recognized in other comprehensive income.

When the discounted cash flow method is used to determine the allowance for credit losses, management's estimates incorporate 
expected prepayments, if any. Model inputs are considered reasonable and supportable for three years. A mean reversion is 
applied in years four and five. Credit loss allowance is not measured on accrued interest receivable because the balance is written 
off to net investment income in a timely manner, within 90 days. Changes in the allowance for credit losses are recognized 
through the condensed consolidated statement of operations as "(Increase) decrease in investment credit loss."

No accrued interest receivables were written off as of March 31, 2023 and 2022.

The rollforward of the allowance for credit losses for available-for-sale debt securities is shown below (in thousands):

Successor

U.S. State and 
Political 

Subdivisions
Foreign 

governments

Corporate 
Debt 

Securities

Collateralized 
Debt 

Securities

Residential 
Mortgage 
Backed 

Securities Total
Balance at January 1, 2023 $ (742) $ (12) $ (23,049) $ (4,574) $ (331) $ (28,708) 

Increase in allowance related to purchases  —  —  (16)  —  —  (16) 
Reduction in allowance related to dispositions  —  —  996  —  —  996 
Allowance on securities that had an allowance 

recorded in a previous period  530  12  11,219  355  213  12,329 
Allowance on securities where credit losses were 

not previously recorded  (2)  —  (660)  (5,498)  —  (6,160) 
Balance at March 31, 2023 $ (214) $ — $ (11,510) $ (9,717) $ (118) $ (21,559) 

Predecessor

U.S. State and 
Political 

Subdivisions
Foreign 

governments

Corporate 
Debt 

Securities

Collateralized 
Debt 

Securities

Residential 
Mortgage 
Backed 

Securities Total
Balance at January 1, 2022 $ (14) $ — $ (7,141) $ (2,887) $ (268) $ (10,310) 

Increase in allowance related to purchases  —  —  (10,286)  (59)  —  (10,345) 
Reduction in allowance related to dispositions  —  —  180  —  —  180 
Allowance on securities that had an allowance 

recorded in a previous period  —  —  949  (1,384)  (16)  (451) 
Allowance on securities where credit losses were 

not previously recorded  (32)  —  (7,443)  (19)  —  (7,494) 
Balance at March 31, 2022 $ (46) $ — $ (23,741) $ (4,349) $ (284) $ (28,420) 
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Credit Quality Indicators

The Company monitors the credit quality of bonds held-to-maturity through the use of credit ratings provided by third party rating 
agencies, which are updated on a monthly basis. Information is also gathered regarding the asset performance of held-to-maturity 
bonds. The two traditional metrics for assessing interest rate risks are interest-coverage ratios and capitalization ratios, which can 
also be used in the assessment of credit risk. These risks are mitigated through the diversification of bond investments. Categories 
of diversification include credit ratings, geographic locations, maturities, and market sector.
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Note 5 – Mortgage Loans

Generally, commercial mortgage loans are secured by first liens on income-producing real estate. American National attempts to 
maintain a diversified portfolio by considering both the location of the underlying collateral as well as the type of mortgage loan. 
The geographic categories come from the U.S. Census Bureau's "Census Regions and Divisions of the United States." The 
distribution based on carrying amount of mortgage loans by location is as follows (in thousands, except percentages):

March 31, 2023 December 31, 2022
Amount Percentage Amount Percentage

East North Central $ 905,218  15.9 % $ 898,915  16.2 %
East South Central  44,698  0.8  65,548  1.2 
Mountain  1,376,981  24.2  1,360,837  24.5 
Pacific  909,329  15.9  924,187  16.7 
South Atlantic  1,021,296  17.9  967,353  17.4 
West South Central  1,128,902  19.8  1,068,239  19.3 
Other  314,068  5.5  261,096  4.7 

Total $ 5,700,492  100.0 % $ 5,546,175  100.0 %

As of March 31, 2023 and December 31, 2022, loans in foreclosure and loans foreclosed are as follows (in thousands, except 
number of loans):

March 31, 2023 December 31, 2022

Foreclosure and foreclosed
Number of 

Loans
Recorded 

Investment
Number of 

Loans
Recorded 

Investment
In foreclosure  2 $ 54,488  1 $ 27,001 
Filed for bankruptcy  —  —  —  — 

Total in foreclosure  2 $ 54,488  1 $ 27,001 

Foreclosed  — $ — 1 $ — 
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The age analysis of past due loans is shown below (in thousands, except percentages):

 30-59 Days 
Past Due

60-89 Days 
Past Due

More Than 
90 Days 
Past Due Total Current

Total
March 31, 2023 Amount Percentage
Apartment $ — $ — $ — $ — $ 828,473 $ 828,473  14.4 %
Hotel  19,376  —  —  19,376  971,944  991,320  17.2 
Industrial  —  —  —  —  1,059,406  1,059,406  18.4 
Office  22,524  27,487  27,001  77,012  1,004,510  1,081,522  18.8 
Parking  —  —  —  —  418,341  418,341  7.3 
Retail  —  24,921  —  24,921  812,998  837,919  14.6 
Storage  —  —  —  —  118,830  118,830  2.1 
Other  —  —  —  —  414,112  414,112  7.2 

Total $ 41,900 $ 52,408 $ 27,001 $ 121,309 $ 5,628,614 $ 5,749,923  100.0 %
Allowance for credit losses  (49,431) 

Total, net of allowance $ 5,700,492 

30-59 Days 
Past Due

60-89 Days 
Past Due

More Than 
90 Days 
Past Due Total Current

Total
December 31, 2022 Amount Percentage
Apartment $ — $ — $ — $ — $ 805,690 $ 805,690  14.4 %
Hotel  —  —  —  —  1,009,560  1,009,560  18.1 
Industrial  —  —  —  —  1,043,305  1,043,305  18.7 
Office  —  —  27,001  27,001  1,104,981  1,131,982  20.3 
Parking  —  —  —  —  419,878  419,878  7.5 
Retail  —  —  —  —  842,483  842,483  15.1 
Storage  —  —  —  —  118,875  118,875  2.1 
Other  —  —  —  —  212,668  212,668  3.8 

Total $ — $ — $ 27,001 $ 27,001 $ 5,557,440 $ 5,584,441  100.0 %
Allowance for credit losses  (38,266) 

Total, net of allowance $ 5,546,175 

Through the COVID-19 pandemic, American National provided modifications to loans in the form of forbearance of principal and 
interest payments for up to six months, extensions of maturity dates, and/or provisions for interest only payments. As a result of 
improved economic conditions, all loans have been paid in full or have completed the modified terms and returned to the original 
loan agreement as of December 31, 2022, except for three loans. These three loans received additional modifications in the form 
of extended maturity dates or interest only periods. These loans had an aggregate deferred interest of $0.3 million with a total 
balance of $30.3 million as of March 31, 2023.

Table of Contents

Note 5 – Mortgage Loans – (Continued)

24



Modifications to Borrowers Experiencing Financial Difficulty

The Company may modify the terms of a loan when the borrower is experiencing financial difficulties, as a means to optimize 
recovery of amounts due on the loan. Modifications may involve temporary relief, such as payment forbearance for a short period 
of time (where interest continues to accrue) or may involve more substantive changes to a loan. Changes to the terms of a loan, 
pursuant to a modification agreement, are factored into the analysis of the loan’s expected credit losses, under the allowance 
model applicable to the loan. For commercial mortgage loans, modifications for borrowers experiencing financial difficulty are 
tailored for individual loans and may include interest rate relief, maturity extensions or, less frequently, principal forgiveness. For 
residential mortgage loans, the most common modifications for borrowers experiencing financial difficulty, aside from 
insignificant delays in payment, typically involve interest rate relief, deferral of missed payments to the end of the loan term, or 
maturity extensions. For consumer loans to borrowers experiencing financial difficulty, common modifications, aside from 
insignificant delays in payment, typically involve the deferral of a portion of the amount due until the loan’s maturity.

For the three-months ended March 31, 2023, the Company granted additional extensions on four previously restructured loans 
totaling $66.9 million in amortized cost. The loan term modifications ranged from 3 months to 24 months and represented 
approximately 1% of the portfolio segment.
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Allowance for Credit Losses

Mortgage loans on real estate are stated at unpaid principal balance, adjusted for any unamortized discount, deferred expenses and 
allowances. The allowance for credit losses is based upon the current expected credit loss model. The model considers past loss 
experience, current economic conditions, and reasonable and supportable forecasts of future conditions. Reversion for the 
allowance calculation is implicit in the models used to determine the allowance. The methodology uses a discounted cash flow 
approach based on expected cash flows.

The Predecessor balance of $92.8 million at May 24, 2022 was reset. The provision of $38.3 million is the net amount of recovery 
and adjustment for the second, third and fourth quarter of 2022. Refer to Note 1, Nature of Operations, for more information.

The rollforward of the allowance for credit losses for mortgage loans is shown below (in thousands):

Successor
Commercial 

Mortgage Loans
Balance at December 31, 2022 $ (38,266) 

Charge offs  (15,051) 
Provision  3,886 

Balance at March 31, 2023 $ (49,431) 

Predecessor
Commercial 

Mortgage Loans
Balance at December 31, 2021 $ (97,079) 

Provision  4,255 
Balance at March 31, 2022 $ (92,824) 

The increase in allowance from prior year is driven by two Office loans in foreclosure with anticipated losses of $15.0 million. 
The Office sector continues to struggle with rising vacancies in the post pandemic era.
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The asset and allowance balances for credit losses for mortgage loans by property-type are shown below (in thousands):

March 31, 2023 December 31, 2022
Asset Balance Allowance Asset Balance Allowance

Apartment $ 828,473 $ (3,763) $ 805,690 $ (1,111) 
Hotel  991,320  (7,641)  1,009,560  (5,400) 
Industrial  1,059,406  (4,139)  1,043,305  (4,118) 
Office  1,081,522  (22,818)  1,131,982  (17,420) 
Parking  418,341  (5,492)  419,878  (5,566) 
Retail  837,919  (4,438)  842,483  (3,740) 
Storage  118,830  (389)  118,875  (469) 
Other  414,112  (751)  212,668  (442) 

Total $ 5,749,923 $ (49,431) $ 5,584,441 $ (38,266) 

Credit Quality Indicators

Mortgage loans are segregated by property-type and quantitative and qualitative allowance factors are applied. Qualitative factors 
are developed quarterly based on the pooling of assets with similar risk characteristics and historical loss experience adjusted for 
the expected trend in the current market environment. Credit losses are pooled by property-type as it represents the most similar 
and reliable risk characteristics in our portfolio. The amortized cost of mortgage loans by year of origination by property-type are 
shown below (in thousands):

Amortized Cost Basis by Origination Year
2023 2022 2021 2020 2019 Prior Total

Apartment $ — $ 285,156 $ 164,965 $ 83,092 $ 126,299 $ 168,961 $ 828,473 
Hotel  24,552  215,932  31,916  39,265  77,020  602,635  991,320 
Industrial  —  289,929  171,760  185,013  120,335  292,369  1,059,406 
Office  —  106,454  5,423  24,180  46,482  898,983  1,081,522 
Parking  —  54,646  28,919  2,791  12,914  319,071  418,341 
Retail  —  233,548  118,014  58,709  30,313  397,335  837,919 
Storage  —  8,153  20,009  36,099  22,610  31,959  118,830 
Other  142,803  134,417  44,814  —  16,793  75,285  414,112 

Total $ 167,355 $ 1,328,235 $ 585,820 $ 429,149 $ 452,766 $ 2,786,598 $ 5,749,923 
Allowance for credit losses  (49,431) 

Total, net of allowance $ 5,700,492 

Generally, mortgage loans are secured by first liens on income-producing real estate with a loan-to-value ratio of up to 75%. It is 
the Company's policy to not accrue interest on loans that are 90 days delinquent and where amounts are determined to be 
uncollectible. At March 31, 2023, two commercial loans were past due over 90 days or in non-accrual status.

Off-Balance Sheet Credit Exposures

The Company has off-balance sheet credit exposures related to non-cancellable unfunded commitment amounts on commercial 
mortgage loans. We estimate the allowance for these exposures by applying the allowance rate we computed for each property 
type to the related outstanding commitment amounts. As of March 31, 2023, we have included a $3.1 million liability in other 
liabilities on the condensed consolidated statements of financial position based on unfunded loan commitments of $634 million.
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Note 6 - Real Estate and Other Investments

The carrying amount of investment real estate, net of accumulated depreciation, and real estate partnerships by property-type and 
geographic distribution are as follows (in thousands, except percentages):

March 31, 2023 December 31, 2022
Amount Percentage Amount Percentage

Hotel $ 86,868  8.2 % $ 77,458  7.5 %
Industrial  161,582  15.2  167,522  16.2 
Land  49,296  4.6  48,199  4.7 
Office  246,375  23.2  243,431  23.5 
Retail  211,090  19.8  211,923  20.5 
Apartments  248,921  23.4  253,678  24.5 
Other  59,756  5.6  33,508  3.1 

Total $ 1,063,888  100.0 % $ 1,035,719  100.0 %

 March 31, 2023 December 31, 2022
Amount Percentage Amount Percentage

East North Central $ 100,116  9.4 % $ 97,938  9.5 %
East South Central  26,456  2.5  27,650  2.7 
Mountain  237,309  22.3  239,672  23.1 
Pacific  171,917  16.2  160,289  15.5 
South Atlantic  87,002  8.2  88,280  8.5 
West South Central  364,370  34.2  371,049  35.8 
Other  76,718  7.2  50,841  4.9 

Total $ 1,063,888  100.0 % $ 1,035,719  100.0 %

As of March 31, 2023, no real estate investments met the criteria as held-for-sale.

Consolidated VIEs

American National regularly invests in real estate partnerships and frequently participates in the design with the sponsor, but in 
most cases, its involvement is limited to financing. Some of these partnerships have been determined to be variable interest 
entities (“VIEs”). In certain instances, in addition to an economic interest in the entity, American National holds the power to 
direct significant activities of the entity and is deemed the primary beneficiary. The assets of the consolidated VIEs are restricted 
and must first be used to settle their liabilities. Creditors or beneficial interest holders of these VIEs have no recourse to the 
general credit of American National, as American National’s obligation is limited to the amount of its committed investment. 
American National has not provided financial or other support to the VIEs in the form of liquidity arrangements, guarantees, or 
other commitments to third-parties that may affect the fair value or risk of its variable interest in the VIEs in 2023 or 2022.

The assets and liabilities relating to the VIEs included in the condensed consolidated financial statements are as follows (in 
thousands):

March 31, 2023 December 31, 2022
Fixed maturity securities, bonds available-for-sale, at estimated fair value $ 415,889 $ — 
Mortgage loans on real estate, net of allowance for credit losses  65,496  — 
Real estate and real estate partnerships, net of accumulated depreciation  139,335  132,514 
Investment funds  860,610  799,886 
Short-term investments  501  501 

Total investments  1,481,831  932,901 
Cash and cash equivalents  54,053  12,953 
Premiums due and other receivables  2,991  2,221 
Other assets  10,408  13,596 

Total assets of consolidated VIEs  1,549,283  961,671 

Notes payable  184,175  150,913 
Other liabilities  23,674  11,267 

Total liabilities of consolidated VIEs $ 207,849 $ 162,180 
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The notes payable in the condensed consolidated statements of financial position pertain to the borrowings of the consolidated 
VIEs. The liability of American National relating to notes payable of the consolidated VIEs is limited to the amount of its direct 
or indirect investment in the respective ventures, which totaled $10.3 million and $10.5 million at March 31, 2023 and December 
31, 2022, respectively.

The total long-term notes payable of the consolidated VIEs consists of the following (in thousands):

Interest rate Maturity March 31, 2023 December 31, 2022
LIBOR or Equivalent 2023 $ 10,683 $ 10,702 
4.18% fixed 2024  61,588  61,905 
3.25% fixed 2024  6,842  6,420 
1M SOFR + 2.5%, Rate Floor 3.5% 2029  73,126  71,886 

Total notes payable of ANTAC consolidated VIEs $ 152,239 $ 150,913 
Other notes payable  31,936  — 

Total notes payable of consolidated VIEs $ 184,175 $ 150,913 

Unconsolidated VIEs
 March 31, 2023 December 31, 2022

 Carrying Amount
Maximum 

Exposure to Loss Carrying Amount
Maximum 

Exposure to Loss
Real estate and real estate partnerships $ 306,811 $ 306,811 $ 316,692 $ 316,692 
Mortgage loans on real estate  590,427  590,427  601,198  601,198 
Accrued investment income  2,033  2,033  1,863  1,863 

American National’s equity in earnings of real estate partnerships is the Company’s share of operating earnings and realized gains 
from investments in real estate joint ventures and other limited partnership interests (“joint ventures”) using the equity method of 
accounting.

The Company’s total investment in investment funds, real estate partnerships, and other partnerships of which substantially all are 
limited liability companies ("LLCs") or limited partnerships, was comprised of $1.8 billion and $1.7 billion at March 31, 2023 
and December 31, 2022, respectively.
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Note 7 – Derivative Instruments

American National purchases over-the-counter equity-indexed options as economic hedges against fluctuations in the equity 
markets to which equity-indexed products are exposed. These options are not designated as hedging instruments for accounting 
purposes under GAAP. Equity-indexed contracts include a fixed host universal-life insurance or annuity contract and an equity-
indexed embedded derivative. The detail of derivative instruments is shown below (in thousands):

Derivatives Not Designated as 
Hedging Instruments

Location in the Condensed 
Consolidated Statements 
of Financial Position

March 31, 2023 December 31, 2022
Notional 
Amounts

Estimated 
Fair Value

Notional 
Amounts

Estimated 
Fair Value

Equity-indexed options Other invested assets $ 3,799,900 $ 166,775 $ 3,772,900 $ 121,150 
Equity-indexed embedded derivative Policyholders’ account balances  3,695,094  784,231  3,658,231  725,546 

Derivatives Not Designated as 
Hedging Instruments

Location in the Condensed Consolidated Statements 
of Operations

Gains (Losses) Recognized in Income on Derivatives
Three months ended March 31,

Successor Predecessor
2023 2022

Equity-indexed options Net investment income (loss) $ 24,648 $ (35,183) 
Equity-indexed embedded derivative Interest credited to policyholders’ account balances  (50,683)  39,508 

The Company’s use of derivative instruments exposes it to credit risk in the event of non-performance by counterparties. The 
Company has a policy of only dealing with counterparties it believes are creditworthy and obtaining sufficient collateral where 
appropriate, as a means of mitigating the financial loss from defaults. The Company holds collateral in cash and notes secured by 
U.S. government-backed assets. The non-performance risk is the net counterparty exposure based on fair value of open contracts 
less fair value of collateral held. The Company maintains master netting agreements with its current active trading partners. A 
right of offset has been applied to collateral that supports credit risk and has been recorded in the condensed consolidated 
statements of financial position as an offset to “Other invested assets” with an associated payable to “Other liabilities” for excess 
collateral.
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Information regarding the Company’s exposure to credit loss on the options it holds is presented below (in thousands):

  March 31, 2023

Counterparty
Moody/S&P 

Rating
Options Fair 

Value
Collateral 

Held in Cash

Collateral 
Held in 
Invested 
Assets

Total 
Collateral 

Held

Collateral 
Amounts 

Used to Offset 
Exposure

Excess 
Collateral

Exposure 
Net of 

Collateral
Bank of America A2+/A- $ 13,136 $ 12,260 $ — $ 12,260 $ 12,184 $ 76 $ 952 
Barclays Baa1/BBB  33,740  22,503  9,975  32,478  32,478  —  1,262 
Credit Suisse Baa1/A-  9,001  8,970  —  8,970  8,970  —  31 
ING Baa2+/BBB-+  11,483  10,650  —  10,650  10,650  —  833 
JP Morgan Chase A1/A-  1,900  —  —  —  —  —  1,900 
Morgan Stanley A1/A-  33,838  26,286  5,686  31,972  31,972  —  1,866 
NATIXIS* A1/A  9,836  9,880  —  9,880  9,836  44  — 
Truist A3/A-  39,892  31,670  4,988  36,658  36,657  —  3,234 
Wells Fargo A1/BBB+  13,949  12,850  —  12,850  12,850  —  1,099 
       Total $ 166,775 $ 135,069 $ 20,649 $ 155,718 $ 155,597 $ 120 $ 11,177 

  December 31, 2022

Counterparty
Moody/S&P 

Rating
Options Fair 

Value
Collateral 

Held in Cash

Collateral 
Held in 
Invested 
Assets

Total 
Collateral 

Held

Collateral 
Amounts 

Used to Offset 
Exposure

Excess 
Collateral

Exposure 
Net of 

Collateral
Bank of America A2/A- $ 4,821 $ 5,050 $ — $ 5,050 $ 4,821 $ 229 $ — 
Barclays Baa2*+/BBB  26,615  16,902  10,000  26,902  26,615  287  — 
Credit Suisse Baa2/BBB-  6,124  5,280  —  5,280  5,280  —  844 
ING Baa1/A-  8,559  8,650  —  8,650  8,559  91  — 
Morgan Stanley A1/A-  23,420  17,386  5,700  23,086  23,086  —  334 
NATIXIS* A1/A  18,841  19,130  —  19,130  18,841  289  — 
Truist A3/A-  22,172  17,540  5,000  22,540  22,172  368  — 
Wells Fargo A1/BBB+  10,599  10,610  —  10,610  10,468  142  131 
       Total $ 121,151 $ 100,548 $ 20,700 $ 121,248 $ 119,842 $ 1,406 $ 1,309 

* Collateral is prohibited from being held in invested assets.
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Note 8 – Net Investment Income and Realized Investment Gains (Losses)

Net investment income is shown below (in thousands):

Three months ended March 31,
Successor Predecessor

2023 2022
Bonds $ 156,623 $ 138,603 
Short term investments  34,078  — 
Equity securities  (46)  547 
Mortgage loans  69,924  83,716 
Real estate and estate partnerships  19,869  54,851 
Investment funds  19,038  18,145 
Equity-indexed options  24,648  (35,183) 
Other invested assets  16,968  8,686 

Total $ 341,102 $ 269,365 

Net investment income from equity method investments, comprised of real estate partnerships and investment funds was $40.6 
million and $70.1 million for the three months ended March 31, 2023 and 2022, respectively.

Net realized investment gains (losses) are shown below (in thousands):

Three months ended March 31,
Successor Predecessor

2023 2022
Bonds $ (24,903) $ 7,405 
Real estate  2,747  2,896 
Other invested assets  (211)  (24) 

Total $ (22,367) $ 10,277 
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Note 9 – Fair Value of Financial Instruments

The carrying amount and fair value of financial instruments are shown below (in thousands):

 March 31, 2023 December 31, 2022
Carrying 
Amount Fair Value

Carrying 
Amount Fair Value

Financial assets
      Fixed maturity securities, bonds available-for-sale $ 13,748,211 $ 13,748,211 $ 13,512,819 $ 13,512,819 

Equity securities  432,366  432,366  428,369  428,369 
Equity-indexed options, included in other invested assets  166,775  166,775  121,150  121,150 
Mortgage loans on real estate, net of allowance  5,700,492  5,319,879  5,546,175  5,306,834 
Policy loans  376,089  376,089  374,481  374,481 
Short-term investments  2,126,281  2,126,281  1,836,678  1,836,678 
Separate account assets ($1,059,295 and $1,012,449 included in fair value 

hierarchy)  1,098,352  1,098,352  1,045,217  1,045,217 
Separately managed accounts, included in other invested assets  127,197  127,197  127,291  127,291 

                Total financial assets $ 23,775,763 $ 23,395,150 $ 22,992,180 $ 22,752,839 
Financial liabilities

Investment contracts $ 9,991,895 $ 9,991,895 $ 9,780,174 $ 9,780,174 
Embedded derivative liability for equity-indexed contracts  784,231  784,231  725,546  725,546 
Notes payable  184,175  184,175  150,913  150,913 
Separate account liabilities ($1,059,295 and $1,012,449 included in fair value 

hierarchy)  1,098,352  1,098,352  1,045,217  1,045,217 
                Total financial liabilities $ 12,058,653 $ 12,058,653 $ 11,701,850 $ 11,701,850 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability. A fair value hierarchy is used 
to determine fair value based on a hypothetical transaction at the measurement date from the perspective of a market participant. 
American National has evaluated the types of securities in its investment portfolio to determine an appropriate hierarchy level 
based upon trading activity and the observability of market inputs. The classification of assets or liabilities within the fair value 
hierarchy is based on the lowest level of significant input to its valuation. The input levels are defined as follows:

Level 1  Unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2  Quoted prices in markets that are not active or inputs that are observable directly or indirectly. Level 2 inputs include 
quoted prices for similar assets or liabilities other than quoted prices in Level 1; quoted prices in markets that are not 
active; or other inputs that are observable or can be derived principally from or corroborated by observable market data 
for substantially the full term of the assets or liabilities.

Level 3  Unobservable inputs that are supported by little or no market activity and are significant to the fair value of the assets 
or liabilities. Unobservable inputs reflect American National’s own assumptions about the assumptions that market 
participants would use in pricing the asset or liability. Level 3 assets and liabilities include financial instruments whose 
values are determined using pricing models and third-party evaluation, as well as instruments for which the 
determination of fair value requires significant management judgment or estimation.
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Valuation Techniques for Financial Instruments Recorded at Fair Value

Fixed Maturity Securities and Equity Options—American National utilizes a pricing service to estimate fair value 
measurements. The fair value for fixed maturity securities that are disclosed as Level 1 measurements are based on unadjusted 
quoted market prices for identical assets that are readily available in an active market. The estimates of fair value for most fixed 
maturity securities, including municipal bonds, provided by the pricing service are disclosed as Level 2 measurements as the 
estimates are based on observable market information rather than market quotes. The pricing service utilizes market quotations for 
fixed maturity securities that have quoted prices in active markets. Since fixed maturity securities generally do not trade on a daily 
basis, the pricing service prepares estimates of fair value measurements for these securities using its proprietary pricing 
applications, which include available relevant market information, benchmark curves, benchmarking of like securities, sector 
groupings and matrix pricing. Additionally, an option adjusted spread model is used to develop prepayment and interest rate 
scenarios.

The pricing service evaluates each asset class based on relevant market information, credit information, perceived market 
movements and sector news. The market inputs utilized in the pricing evaluation, listed in the approximate order of priority, 
include: benchmark yields, reported trades, pricing source quotes, issuer spreads, two-sided markets, benchmark securities, bids, 
offers, reference data, and economic events. The extent of the use of each market input depends on the asset class and the market 
conditions. Depending on the security, the priority of the use of inputs may change or some market inputs may not be relevant. 
For some securities, additional inputs may be necessary.

American National has reviewed the inputs and methodology used and the techniques applied by the pricing service to produce 
quotes that represent the fair value of a specific security. The review confirms that the pricing service is utilizing information from 
observable transactions or a technique that represents a market participant’s assumptions. American National does not adjust 
quotes received from the pricing service. The pricing service utilized by American National has indicated that they will only 
produce an estimate of fair value if there is objectively verifiable information available.

American National holds a small amount of private placement debt and fixed maturity securities that have characteristics that 
make them unsuitable for matrix pricing. For these securities, a quote from an independent pricing source (typically a market 
maker) is obtained. Due to the disclaimers on the quotes that indicate the price is indicative only, American National includes 
these fair value estimates in Level 3.

For securities priced using a quote from an independent pricing source, such as the equity-indexed options and certain fixed 
maturity securities, American National uses a market-based fair value analysis to validate the reasonableness of prices received. 
Price variances above a certain threshold are analyzed further to determine if any pricing issue exists. This analysis is performed 
quarterly.

Equity Securities—For publicly-traded equity securities, prices are received from a nationally recognized pricing service that are 
based on observable market transactions, and these securities are classified as Level 1 measurements. For certain common 
preferred stock, current market quotes in active markets are unavailable. In these instances, an estimated fair value is received 
from the pricing service. The service utilizes similar methodologies to price preferred stocks as it does for fixed maturity 
securities. If applicable, these estimates would be disclosed as Level 2 measurements. American National tests the accuracy of the 
information provided by reference to other services annually.

Short-term Investments—Short-term investments are primarily commercial paper rated A2 or P2 or better by Standard & Poor's 
and Moody's, respectively. Commercial paper is carried at amortized cost which approximates fair value. These investments are 
classified as Level 2 measurements.

Table of Contents

Note 9 – Fair Value of Financial Instruments – (Continued)

34



Separate Account Assets and Liabilities—Separate account assets and liabilities are funds that are held separate from the 
general assets and liabilities of American National. Separate account assets include funds representing the investments of variable 
insurance product contract holders, who bear the investment risk of such funds. Investment income and investment gains and 
losses from these separate funds accrue to the benefit of the contract holders. American National reports separately, as assets and 
liabilities, investments held in such separate accounts and liabilities of the separate accounts if (i) such separate accounts are 
legally recognized; (ii) assets supporting the contract liabilities are legally insulated from American National’s general account 
liabilities; (iii) investments are directed by the contract holder; and (iv) all investment performance, net of contract fees and 
assessments, is passed through to the contract holder. In addition, American National's qualified pension plan assets are included 
in separate accounts. The assets of these accounts are carried at fair value. Deposits, net investment income and realized 
investment gains and losses for these accounts are excluded from revenues, and related liability increases are excluded from 
benefits and expenses in the condensed consolidated statements of operations. Separate accounts are established in conformity 
with insurance laws and are not chargeable with liabilities that arise from any other business of American National.

The separate account assets included on the quantitative disclosures fair value hierarchy table are comprised of short-term 
investments, equity securities, and fixed maturity bonds available-for-sale. Equity securities are classified as Level 1 
measurements. Short-term investments and fixed maturity securities are classified as Level 2 measurements. These classifications 
for separate account assets reflect the same fair value level methodologies as listed above as they are derived from the same 
vendors and follow the same process.

The separate account assets also include cash and cash equivalents, investment funds, accrued investment income, and receivables 
for securities. These are not financial instruments and are not included in the quantitative disclosures of fair value hierarchy table.

No gains or losses were recognized on assets transferred to separate accounts for the three months ended March 31, 2023 and 
2022, respectively.

March 31, 2023

Variable Life
Variable 
Annuities Pension Total

Balance, beginning of year $ 230,148 $ 349,820 $ 465,249 $ 1,045,217 
 Premiums and deposits  2,868  17,330  597  20,795 
 Policy charges  (2,372)  (1,043)  (36)  (3,451) 
 Surrenders and withdrawals  (3,874)  (14,867)  —  (18,740) 
 Benefit payments  —  —  (5,071)  (5,071) 
 Investment performance  14,641  19,885  26,884  61,410 
Net transfers from (to) general account  (505)  (647)  (656)  (1,808) 
 Balance, end of year $ 240,906 $ 370,478 $ 486,967 $ 1,098,352 

 Cash Surrender Value $ 241,098 $ 366,745 $ — 

Embedded Derivatives—The amounts reported within policyholder contract deposits include equity linked interest crediting 
rates based on the S&P 500 and NASDAQ-100 indices within indexed annuities and indexed life. The following unobservable 
inputs are used for measuring the fair value of the embedded derivatives associated with the policyholder contract liabilities:

• Lapse rate assumptions are determined by company experience. Lapse rates are generally assumed to be lower during a 
contract’s surrender charge period and then higher once the surrender charge period has ended. Decreases to the assumed 
lapse rates generally increase the fair value of the liability as more policyholders persist to collect the crediting interest 
pertaining to the indexed product. Increases to the lapse rate assumption decrease the fair value.

• Mortality rate assumptions vary by age and gender based on company and industry experience. Decreases to the assumed 
mortality rates increase the fair value of the liabilities as more policyholders earn crediting interest. Increases to the 
assumed mortality rates decrease the fair value as higher decrements reduce the potential for future interest credits.

• Equity volatility assumptions begin with current market volatilities and grow to long-term values. Increases to the 
assumed volatility will increase the fair value of liabilities, as future projections will produce higher increases in the 
linked index. At March 31, 2023 and December 31, 2022, the one year implied volatility used to estimate embedded 
derivative value was 19.9% and 23.4%, respectively.
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Fair values of indexed life and annuity liabilities are calculated using the discounted cash flow technique. Shown below are the 
significant unobservable inputs used to calculate the Level 3 fair value of the embedded derivatives within policyholder contract 
deposits (in millions, except range percentages):

 Fair Value  Range
 March 31, 2023 December 31, 2022 Unobservable Input March 31, 2023 December 31, 2022
Security type 

Embedded derivative 
Indexed Annuities $ 758.0 $ 713.5 Lapse Rate 1-50% 1-50%

Mortality Multiplier 100% 100%
Equity Volatility 14-62% 16-66%

Indexed Life  26.2  12.1 Equity Volatility 14-62% 16-66%

Quantitative Disclosures

The fair value hierarchy measurements of the financial instruments are shown below (in thousands):

Assets and Liabilities Carried at Fair Value by Hierarchy Level at March 31, 2023

 Total Fair Value Level 1 Level 2 Level 3
Financial assets

Fixed maturity securities, bonds available-for-sale
U.S. treasury and government $ 40,837 $ 40,837 $ — $ — 
U.S. states and political subdivisions  838,550  —  838,550  — 
Foreign governments  8,997  —  8,997  — 
Corporate debt securities  11,368,766  —  9,846,163  1,522,603 
Residential mortgage-backed securities  124,576  —  124,576  — 
Collateralized debt securities  1,366,485  —  384,322  982,163 

Total bonds available-for-sale  13,748,211  40,837  11,202,608  2,504,766 
Equity securities

Common stock  373,279  158,125  —  215,154 
Preferred stock  59,087  24,342  —  34,745 

Total equity securities  432,366  182,467  —  249,899 
Options  166,775  —  —  166,775 
Short-term investments  2,126,281  587,298  —  1,538,983 
Separately managed accounts  127,197  —  —  127,197 
Separate account assets  1,059,295  336,316  722,979  — 

Total financial assets $ 17,660,125 $ 1,146,918 $ 11,925,587 $ 4,587,620 
Financial liabilities

Embedded derivative for equity-indexed contracts $ 784,231 $ — $ — $ 784,231 
Notes payable  184,175  —  —  184,175 
Separate account liabilities  1,059,295  336,316  722,979  — 

Total financial liabilities $ 2,027,701 $ 336,316 $ 722,979 $ 968,406 
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Assets and Liabilities Carried at Fair Value by Hierarchy Level at December 31, 2022

 Total Fair Value Level 1 Level 2 Level 3
Financial assets

Fixed maturity securities, bonds available-for-sale
U.S. treasury and government $ 40,009 $ 40,009 $ — $ — 
U.S. states and political subdivisions  854,861  —  854,861  — 
Foreign governments  9,004  —  9,004  — 
Corporate debt securities  11,257,630  —  10,525,008  732,622 
Residential mortgage-backed securities  126,748  —  126,748  — 
Collateralized debt securities  1,224,567  —  362,381  862,186 

Total bonds available-for-sale  13,512,819  40,009  11,878,002  1,594,808 
Equity securities

Common stock  371,836  203,034  —  168,802 
Preferred stock  56,533  21,917  —  34,616 

Total equity securities  428,369  224,951  —  203,418 
Options  121,150  —  —  121,150 
Short-term investments  1,836,678  595,098  —  1,241,580 
Separately managed accounts  127,291  —  —  127,291 
Separate account assets  1,012,499  313,752  698,747  — 

Total financial assets $ 17,038,806 $ 1,173,810 $ 12,576,749 $ 3,288,247 
Financial liabilities

Embedded derivative for equity-indexed contracts $ 725,546 $ — $ — $ 725,546 
Notes payable  150,913  —  —  150,913 
Separate account liabilities  1,012,499  313,752  698,747  — 

Total financial liabilities $ 1,888,958 $ 313,752 $ 698,747 $ 876,459 
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For financial instruments measured at fair value on a recurring basis using Level 3 inputs during the period, a reconciliation of the 
beginning and ending balances is shown below (in thousands):

 Level 3
 Three months ended March 31, 2023
 Assets Liability

Successor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning Balance $ 3,039,806 $ 121,150 $ 127,291 $ 725,546 
Net gain for derivatives and bonds included in net investment 
income  85,505  24,648  —  — 
Net change included in interest credited  —  —  —  50,683 
Net fair value change included in other comprehensive income  —  —  (295)  — 
Purchases, sales and settlements or maturities

Purchases  1,404,527  30,427  9,156  — 
Sales  (236,805)  —  (8,955)  — 
Settlements or maturities  (35)  (9,450)  —  — 

Premiums less benefits  —  —  —  8,002 
Ending balance at March 31, 2023 $ 4,292,998 $ 166,775 $ 127,197 $ 784,231 

 Level 3
Three months ended March 31, 2022

 Assets Liability

Predecessor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning Balance $ 280,705 $ 259,383 $ 99,884 $ 832,579 
Net loss for derivatives included in net investment income  —  (35,183)  —  — 
Net change included in interest credited  —  —  —  (39,508) 
Net fair value change included in other comprehensive income  296  —  5  — 
Purchases, sales and settlements or maturities

Purchases  30,269  22,960  12,765  — 
Sales  (20,247)  —  (7,441)  — 
Settlements or maturities  —  (41,864)  —  — 

Premiums less benefits  —  —  —  1,565 
Ending balance at March 31, 2022 $ 291,023 $ 205,296 $ 105,213 $ 794,636 

Within the net gain (loss) for derivatives included in net investment income were unrealized gains of $35.3 million and unrealized 
losses of $56.2 million, relating to assets still held at March 31, 2023 and 2022, respectively.

There were no transfers between Level 1 and Level 2 fair value hierarchies during the periods presented. American National’s 
valuation of financial instruments categorized as Level 3 in the fair value hierarchy are based on valuation techniques that use 
significant inputs that are unobservable or had a decline in market activity that obscured observability. The indicators considered 
in determining whether a significant decrease in the volume and level of activity for a specific asset has occurred include the level 
of new issuances in the primary market, trading volume in the secondary market, the level of credit spreads over historical levels, 
applicable bid-ask spreads, and price consensus among market participants and other pricing sources. Level 3 assets and liabilities 
include financial instruments whose values are determined using pricing models and discounted cash flow methodology based on 
spread/yield assumptions. Approximately $575 million of level 3 securities were priced by third party services in the successor 
periods presented.
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Equity-Index Options—Certain over the counter equity options are valued using models that are widely accepted in the financial 
services industry. These are categorized as Level 3 as a result of the significance of non-market observable inputs such as 
volatility and forward price/dividend assumptions. Other primary inputs include interest rate assumptions (risk-free rate 
assumptions), and underlying equity quoted index prices for identical or similar assets in markets that exhibit less liquidity 
relative to those markets.

The following summarizes the fair value (in thousands), valuation techniques and unobservable inputs of the Level 3 fair value 
measurements:

Successor
Fair Value at 

March 31, 2023 Valuation Technique Unobservable Input
Range/Weighted 

Average
Security type

Investment securities
Common stock $ 1,111 Guideline public company method (1) LTM Revenue Multiple 3xx

CVM NCY Revenue Multiple (6) 0.6x
NCY  EBITDA Multiple 5.5x
LQA Recurring Revenue 
Multiple (7)

7.25

Preferred stock  4,859 Guideline public company method LTM Revenue Multiple (4) 5.40x
CVM NCY Revenue Multiple 6.82x

LTM EBITDA Multiple 5.5x
NCY EBITDA Multiple (8) 5.5x

Bonds  320,180 Priced at cost Coupon rate 4.00-11.13%
Separately managed accounts  127,197 Discounted cash flows (yield analysis) Discount rate 7.60-21.10%

CVM NCY EBITDA 0x
Market transaction N/A

Predecessor
Fair Value at 

December 31, 2022 Valuation Technique Unobservable Input
Range/Weighted 

Average
Security type

Investment securities
Common stock $ 1,131 Guideline public company method (1) LTM Revenue Multiple 3xx

CVM NCY Revenue Multiple (6) 0.6x
NCY  EBITDA Multiple 5.5x
LQA Recurring Revenue 
Multiple (7)

7.25

Preferred stock  5,058 Guideline public company method LTM Revenue Multiple (4) 5.4x
CVM NCY Revenue Multiple 6.82x

LTM EBITDA Multiple 5.50x
NCY EBITDA Multiple (8) 5.50x

Bonds  311,732 Priced at cost Coupon rate 4.00-11.13%
Separately managed accounts  127,291 Discounted cash flows (yield analysis) Discount rate 7.60-21.10%

CVM NCY EBITDA 0x
Market transaction N/A

(1) Guideline public company method uses price multiples from data on comparable public companies. Multiples are then adjusted to account for differences 
between what is being valued and comparable firms.

(2) Recurring Revenue Multiple for the most relevant period of time, measures the value of the equity or a business relative to the revenues it generates.
(3) Last Twelve Months (“LTM”) EBITDA Multiple valuation metric shows earnings before interest, taxes, depreciation and amortization adjustments for the 

past 12 month period.
(4) LTM Revenue Multiple valuation metric shows revenue for the past 12 month period.
(5) Next Calendar Year (“NCY”) EBITDA Multiple is the forecasted EBITDA expected to be achieved over the next calendar year.
(6) NCY Revenue forecast revenue over the next calendar year.
(7) Last quarter annualized recurring revenue.  Total recurring revenue realized during the previous quarter multiplied by 4.
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Investment Securities—These bonds use cost as the best estimate of fair value. They are valued at cost because the value would 
not change unless there is a fundamental deterioration in the portfolio. There is no observable market valuation price or third-
party sources that provide market values for these securities since they are not publicly traded. The common and preferred stock 
are valued at market transaction, option pricing method, or guideline public company method based on the best available 
information.

Separately Managed Accounts—The separately managed account manager uses the mid-point of a range from a third-party to 
price these securities. Discounted cash flows (yield analysis) and market transactions approach are used in the valuation. They use 
discount rate which is considered an unobservable input.

Fair Value Information About Financial Instruments Not Recorded at Fair Value

Information about fair value estimates for financial instruments not measured at fair value is discussed below:

Fixed Maturity Securities—The fair value of bonds held-to-maturity is determined to be consistent with the disclosure under 
Valuation Techniques for the Financial Instrument Recorded at Fair Value section.

Mortgage Loans—The fair value of mortgage loans is estimated using discounted cash flow analyses on a loan-by-loan basis by 
applying a discount rate to expected cash flows from future installment and balloon payments. The discount rate takes into 
account general market trends and specific credit risk trends for the individual loan. Factors used to arrive at the discount rate 
include inputs from spreads based on U.S. Treasury notes and the loan’s credit quality, region, property-type, lien priority, 
payment type and current status.

Policy Loans—The carrying value of policy loans is the outstanding balance plus any accrued interest. Due to the collateralized 
nature of policy loans such that they cannot be separated from the policy contracts, the unpredictable timing of repayments and 
the fact that settlement is at outstanding value, American National believes the carrying value of policy loans approximates fair 
value.

Separately Managed Accounts—The amounts reported in separately managed accounts consist primarily of notes and private 
equity. These investments are private placements and do not have a readily determinable fair value. The carrying value of the 
separately managed accounts is cost or market value, if available from the separately managed account manager. Market value is 
provided by the separately managed account manager in subsequent quarters. American National believes that cost approximates 
fair value at initial recognition during the quarter of investment.

Investment Contracts—The carrying value of investment contracts is equivalent to the accrued account balance. The accrued 
account balance consists of deposits, net of withdrawals, interest credited, fees and charges assessed and other adjustments. 
American National believes that the carrying value of investment contracts approximates fair value because the majority of these 
contracts’ interest rates reset at anniversary.

Notes Payable—Notes payable are carried at outstanding principal balance. The carrying value of the notes payable approximates 
fair value because the underlying interest rates approximate market rates at the balance sheet date.

Federal Home Loan Bank Advance—The Federal Home Loan Bank advance was carried at outstanding principal balance. The 
fair value of the advance was obtained from the Federal Home Loan Bank of Dallas. The Company does not have outstanding 
loans from FHLB as of December 31, 2022 and March 31, 2023.
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The carrying value and estimated fair value of financial instruments not recorded at fair value on a recurring basis are shown 
below (in thousands):

 March 31, 2023
FV Hierarchy 

Level Carrying  Amount Fair Value
Financial assets

Mortgage loans on real estate, net of allowance Level 3 $ 5,700,492 $ 5,319,879 
Policy loans Level 3  376,089  376,089 

Total financial assets $ 6,076,581 $ 5,695,968 
Financial liabilities

Investment contracts Level 3 $ 9,991,895 $ 9,991,895 
Long-term debt Level 3  1,511,588  1,511,588 
Notes payable Level 3  184,175  184,175 

Total financial liabilities $ 11,687,658 $ 11,687,658 

 December 31, 2022
FV Hierarchy 

Level Carrying  Amount Fair Value
Financial assets

Mortgage loans on real estate, net of allowance Level 3 $ 5,546,175 $ 5,306,834 
Policy loans Level 3  374,481  374,481 

Total financial assets $ 5,920,656 $ 5,681,315 
Financial liabilities

Investment contracts Level 3 $ 9,780,174 $ 9,780,174 
Long-term debt Level 3  1,503,400  1,503,400 
Notes payable Level 3  150,913  150,913 

Total financial liabilities $ 11,434,487 $ 11,434,487 
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Note 10 – Deferred Policy Acquisition Costs and Value of Business Acquired

According to PGAAP Accounting, deferred policy acquisition costs (“DAC”) were written off as a result of the Merger. The 
beginning balance at May 25, 2022 represents the Value of Business Acquired ("VOBA") at that date. The changes in the asset for 
DAC and VOBA are shown below (in thousands):

 Life Annuity Health
Property 

& Casualty Total
Beginning balance at January 1, 2023 $ 400,985 $ 71,469 $ 7,153 $ 184,871 $ 664,478 

Additions  39,407  25,404  2,835  112,049  179,695 
Amortization  (9,212)  (2,568)  (1,212)  (118,765)  (131,757) 

Net change  30,195  22,836  1,623  (6,716)  47,938 
Ending balance at March 31, 2023 $ 431,180 $ 94,305 $ 8,776 $ 178,155 $ 712,416 

Commissions comprise the majority of additions to deferred policy acquisition costs.

The changes in negative VOBA are shown below (in thousands):

 Life Annuity Total
Balance at January 1, 2023 $ (711,612) $ (172,030) $ (883,642) 

Amortization  9,636  3,007  12,643 
Net change  9,636  3,007  12,643 

Balance at March 31, 2023 $ (701,976) $ (169,023) $ (870,999) 

The following table provides the projected VOBA amortization expenses for a five-year period and thereafter (in thousands):

Years Asset Liability
2023 $ 71,222 $ (53,201) 
2024  30,873  (51,132) 
2025  27,565  (48,103) 
2026  24,892  (45,313) 
2027  22,524  (42,703) 
Thereafter  227,692  (643,190) 
Total amortization expense (credit) $ 404,768 $ (883,642) 

The amortization of the VOBA asset is included in the change in deferred acquisition costs in the consolidated statement of 
operations. The amortization of the VOBA liability is included in policyholder benefits in the consolidated statement of 
operations.
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Note 11 – Liability for Unpaid Claims and Claim Adjustment Expenses

The liability for unpaid claims and claim adjustment expenses (“claims”) for health and property and casualty insurance is 
included in “Policy and contract claims” in the condensed consolidated statements of financial position and is the amount 
estimated for incurred but not reported (“IBNR”) claims and claims that have been reported but not settled. The liability for 
unpaid claims is estimated based upon American National’s historical experience and actuarial assumptions that consider the 
effects of current developments, anticipated trends and risk management programs, less anticipated salvage and subrogation. The 
effects of the changes are included in the condensed consolidated results of operations in the period in which the changes occur. 
The time value of money is not taken into account for the purposes of calculating the liability for unpaid claims. There have been 
no significant changes in methodologies or assumptions used to calculate the liability for unpaid claims and claim adjustment 
expenses.

Information regarding the liability for unpaid claims is shown below (in thousands):
 

Three months ended March 31,
 Successor Predecessor

2023 2022
Unpaid claims balance, beginning $ 1,568,543 $ 1,455,079 

Less: Reinsurance recoverables  305,327  288,358 
Net beginning balance  1,263,216  1,166,721 
Incurred related to

Current  374,938  298,198 
Prior years  (10,424)  (6,150) 

Total incurred claims  364,514  292,048 
Paid claims related to

Current  108,329  95,315 
Prior years  230,240  191,862 

Less: Total paid claims  338,569  287,177 
Net balance  1,289,161  1,171,592 

Plus: Reinsurance recoverables  299,969  274,708 
Unpaid claims balance, ending $ 1,589,130 $ 1,446,300 

Estimates for ultimate incurred claims attributable to insured events of prior years’ decreased by approximately $10.4 million 
during the first three months of 2023 and decreased by $6.2 million during the same period in 2022. The favorable development 
in 2023 during the “Successor” period was a reflection of lower-than-anticipated losses arising from agribusiness, 
businessowners, commercial automotive, and commercial other lines of business. The favorable development in 2022 during the 
“Predecessor” period was a reflection of lower-than-anticipated settlement of losses arising from the guaranteed asset protection 
waiver line of business.

For short-duration health insurance claims, the total of IBNR plus expected development on reported claims included in the 
liability for unpaid claims and claim adjustment expenses at March 31, 2023 and December 31, 2022 was $15.5 million and 
$16.0 million, respectively.
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Note 12 – Federal Income Taxes

A reconciliation of the effective tax rate to the statutory federal tax rate is shown below (in thousands, except percentages):

Three months ended March 31,
Successor Predecessor

Amount Rate Amount Rate
Total expected income tax expense at the statutory rate

$ 2,729  21.0 % $ 29,155  21.0 %
Tax-exempt investment income  (798)  (6.1)  (1,119)  (0.8) 
Dividend exclusion  (599)  (4.6)  (211)  (0.2) 
Tax credits, net  (4,851)  (37.3)  (1,331)  (1.0) 
Low income housing tax credit expense  717  5.5  807  0.6 
Other items, net  555  4.3  (15)  0.1 

Total $ (2,247)  (17.2) % $ 27,286  19.7 %

For the three months ended March 31, 2023, American National received income tax refunds of $1.2 million and made no income 
tax payments. For the three months ended March 31,2022, American National made no income tax payments. For tax purposes, as 
of March 31, 2023, American National had net operating loss carryforwards of $80.3 million and no material tax credit 
carryforwards.

American National’s federal income tax returns for tax years 2018 to 2021 are subject to examination by the Internal Revenue 
Service. In 2021, we filed amended returns for tax years 2017 and 2018 resulting in a tax refund. In April 2022, the IRS 
requested, and we accepted, a request to extend the statute of limitations on the 2018 tax year to October 2023 in order to allow 
more time to review our refund claim. Our refunds were received in April 2023. In the opinion of management, all prior year 
deficiencies have been paid or adequate provisions have been made for any tax deficiencies that may be upheld.

As of March 31, 2023, American National had no provision for uncertain tax positions and no provision for penalties or interest. 
In addition, management does not believe there are any uncertain tax benefits that could be recognized within the next twelve 
months that would impact American National’s effective tax rate.
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Note 13 – Accumulated Other Comprehensive Income (Loss)

According to PGAAP Accounting, the historic balance of accumulated other comprehensive income (loss) (“AOCI”) was 
eliminated as a result of the Merger. The components of and changes in AOCI are shown below, net of tax (in thousands):

Successor

Net Unrealized 
Gains (Losses) 
on Securities

Defined 
Benefit 

Pension Plan 
Adjustments

Foreign 
Currency 

Adjustments

Change in 
Discount 

Rate Used to 
Measure 

LFPB

Change in 
Fair Value 
of Market 

Risk 
Benefits

Accumulated 
Other 

Comprehensive 
Income (Loss)

Beginning balance at January 1, 2023 $ (721,536) $ 1,161 $ (1,237) $ 253,126 $ 20,779 $ (447,707) 
Amounts reclassified from AOCI  19,514  1,446  —  —  —  20,960 
Unrealized gains arising during the period  320,184  —  —  —  —  320,184 
Unrealized losses on investments attributable to 

participating policyholders’ interest  (69)  —  —  —  —  (69) 
Change in discount rates  —  —  —  (105,674)  —  (105,674) 
Change in fair value market risk benefits, net  —  —  —  —  (6,790)  (6,790) 
Foreign currency adjustment  —  —  136  —  —  136 

Ending balance at March 31, 2023 $ (381,907) $ 2,607 $ (1,101) $ 147,452 $ 13,989 $ (218,960) 

Predecessor

Net Unrealized 
Gains (Losses) 
on Securities

Defined 
Benefit 

Pension Plan 
Adjustments

Foreign 
Currency 

Adjustments

Change in 
Discount 

Rate Used to 
Measure 

LFPB

Change in 
Fair Value 
of Market 

Risk 
Benefits

Accumulated 
Other 

Comprehensive 
Income (Loss)

Beginning balance at January 1, 2022 $ 149,312 $ 546 $ (2,804) $ — $ — $ 147,054 
Amounts reclassified from AOCI  (5,400)  2,843  —  —  —  (2,557) 
Unrealized holding losses arising during the period  (473,773)  —  —  —  —  (473,773) 
Unrealized adjustment to DAC  96,455  —  —  —  —  96,455 
Unrealized losses on investments attributable to 

participating policyholders’ interest  7,698  —  —  —  —  7,698 
Foreign currency adjustment  —  —  312  —  —  312 

Ending balance at March 31, 2022 $ (225,708) $ 3,389 $ (2,492) $ — $ — $ (224,811) 

Unrealized increased during the period ended March 31, 2023 compared to December 31, 2022, as a result of a decrease in 
benchmark ten-year interest rates, which were 3.5% and 3.9%, respectively.
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Note 14 – Equity and Noncontrolling Interests

Prior to the Merger, ANAT had one class of common stock with a par value of $0.01 per share, with 50,000,000 authorized shares 
and 26,887,200 outstanding shares (including 10,000 shares of restricted stock). On May 25, 2022, the effective date of the 
Merger, each issued and outstanding share of the Company's common stock was converted into the right to receive $190.00 in 
cash without interest pursuant to the Merger Agreement. Refer to Note 1, Nature of Operations, for more information. Subsequent 
to the closing of the merger, and effective September 30, 2022, ANAT converted from a corporation to a limited liability 
company. Following such conversion, there is one outstanding member unit, which is owned by BAMR US Holdings LLC, an 
indirect wholly owned subsidiary of Brookfield Reinsurance.

Statutory Capital and Surplus

Risk Based Capital (“RBC”) is a measure defined by the National Association of Insurance Commissioners ("NAIC") and is used 
by insurance regulators to evaluate the capital adequacy of American National's insurance subsidiaries. RBC is calculated using 
formulas applied to certain financial balances and activities that consider, among other things, investment risks related to the type 
and quality of investments, insurance risks associated with products and liabilities, interest rate risks and general business risks. 
Insurance companies that do not maintain capital and surplus at a level at least 100% of the company action level RBC are 
required to take certain actions.

American National's insurance subsidiaries prepare financial statements in accordance with statutory accounting practices 
prescribed or permitted by the insurance department of each subsidiary's state of domicile, which include certain components of 
the National Association of Insurance Commissioners’ Codification of Statutory Accounting Principles (“NAIC Codification”). 
NAIC Codification is intended to standardize regulatory accounting and reporting to state insurance departments. However, 
statutory accounting practices continue to be established by individual state laws and permitted practices. Modifications by the 
various state insurance departments may impact the statutory capital and surplus of our insurance subsidiaries.

Statutory accounting differs from GAAP primarily by charging policy acquisition costs to expense as incurred, establishing future 
policy benefit liabilities using different actuarial assumptions, and valuing securities on a different basis. In addition, certain 
assets are not admitted under statutory accounting principles and are charged directly to surplus.

ANICO has been granted a permitted practice from the Texas Department of Insurance to recognize an admitted asset related to 
the notional value of coverage defined in an excess of loss reinsurance agreement. The permitted practice increases the statutory 
capital and surplus of ANICO by $548.2 million at March 31, 2023. The statutory capital and surplus of ANICO would have 
remained above authorized control level RBC had it not used the permitted practice.

One of American National’s insurance subsidiaries has been granted a permitted practice from the Missouri Department of 
Insurance to record as the valuation of its investment in a wholly-owned subsidiary that is the attorney-in-fact for a Texas 
domiciled insurer, the statutory capital and surplus of the Texas domiciled insurer. This permitted practice increases the statutory 
capital and surplus of American National Property And Casualty Company ("ANPAC") by $82.3 million and $79.3 million at 
March 31, 2023 and December 31, 2022, respectively. The statutory capital and surplus of both ANPAC and American National 
Lloyds Insurance Company would have remained above the authorized control level RBC had it not used the permitted practice.

The statutory capital and surplus and net income (loss) of our life and property and casualty insurance entities in accordance with 
statutory accounting practices are shown below (in thousands):

March 31, 2023 December 31, 2022
Statutory capital and surplus

Life insurance entities $ 2,067,126 $ 4,207,301 
Property and casualty insurance entities  1,769,249  1,768,116 

 Three Months Ended March 31,
 2023 2022
Statutory net income

Life insurance entities $ 16,012 $ 52,558 
Property and casualty insurance entities  (1,171)  31,698 
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Dividends

We paid a quarterly dividend of $0.82 per share during the three months ended March 31, 2022, prior to the completion of the 
Merger effective May 25, 2022.

Under the terms of the Merger Agreement with Brookfield Reinsurance, American National was not permitted to pay cash 
dividends prior to the closing of the Merger, except for quarterly cash dividends of not more than $0.82 per share, with record and 
payment dates set forth on an agreed schedule that reflected American National’s historical dividend amounts, record dates and 
payment dates. Consistent with that schedule, American National paid four quarterly cash dividends after the Merger Agreement 
was signed on August 6, 2021.

On January 1, 2023, the Company’s wholly owned subsidiary ANH Investments, LLC (“ANH”) distributed the stock of its 
wholly owned subsidiary American National Insurance Holdings, Inc. (“ANIH”) to the Company, and the Company distributed 
such stock to ANAT. Such transactions were pursuant to approvals from the domiciliary state insurance regulators of the 
Company and the subsidiary insurance companies owned by ANIH as of December 31, 2022. In addition, on January 1, 2023, the 
Company distributed its entire interest in its wholly owned subsidiary, ANTAC, LLC to ANAT.

Noncontrolling Interest

American National County Mutual Insurance Company (“County Mutual”) is a mutual insurance company owned by its 
policyholders. ANICO has a management agreement that effectively gives it control of County Mutual. As a result, County 
Mutual is included in the condensed consolidated financial statements of American National. Policyholder interests in the 
financial position of County Mutual are reflected as noncontrolling interest of $6.8 million at March 31, 2023 and December 31, 
2022.

ANAT and its subsidiaries exercise control or ownership of various joint ventures, resulting in their consolidation into American 
National’s condensed consolidated financial statements. The interests of the other partners in the consolidated joint ventures are 
shown as a noncontrolling interest of $68.1 million and $67.5 million at March 31, 2023 and December 31, 2022, respectively.

Note 15 – Debt

As a result of the Merger on May 25, 2022, the Company assumed the Term Loan Agreement with a consortium of banks 
providing for five-year term loans in the aggregate principal amount of $1.5 billion maturing May 23, 2027. Interest is tied to 
Secured Overnight Financing Rate ("SOFR") and reset and paid quarterly. The all in rate at the end of the first quarter was 6.28%. 
On June 13, 2022, the Company repaid $500 million under the Term Loan Agreement and at March 31, 2023 had $1.0 billion 
principal amount outstanding. The outstanding debt balance was reduced by $4.7 million in unamortized issuance costs as of 
March 31, 2023. Quarterly interest payments were $14.7 million and $18.5 million for the three months ended March 31, 2023 
and seven months ended December 31, 2022.

In June 2022, the Company issued $500 million of 6.144% unsecured Senior Notes maturing June 13, 2032. Interest is payable in 
arrears in June and December of each year. Such notes were offered under Rule 144A of the Securities Act of 1933, as amended. 
The proceeds from the Senior Notes were used to repay a portion of the Term Loan Agreement. The outstanding note balance was 
reduced by $4.5 million in unamortized issuance costs as of March 31, 2023. An interest payment of $15.4 million was made on 
December 13, 2022.
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Note 16 – Commitments and Contingencies

Commitments

American National and its subsidiaries lease insurance sales office space, technological equipment, and automobiles. The 
remaining long-term lease commitments at March 31, 2023 were approximately $10.2 million.

American National had aggregate commitments at March 31, 2023 to purchase, expand or improve real estate, to fund fixed 
interest rate mortgage loans, and to purchase other invested assets of $1.8 billion, of which $1.1 billion is expected to be funded in 
2023, with the remainder funded in 2024 and beyond.

In addition, the Company had revolving commitments of $112.5 million expected to be funded during 2023 and 2024.

American National had outstanding letters of credit in the amount of $3.5 million as of March 31, 2023 and December 31, 2022.

Federal Home Loan Bank ("FHLB") Agreements

The Company has access to the FHLB’s financial services including advances that provide an attractive funding source for short-
term borrowing and for access to other funding agreements. As of March 31, 2023, certain municipal bonds and collateralized 
mortgage obligations with a fair value of approximately $12.1 million and commercial mortgage loans of approximately 
$1.1 billion were on deposit with the FHLB as collateral for borrowing. As of March 31, 2023, the collateral provided borrowing 
capacity of approximately $679.8 million. The deposited securities and commercial mortgage loans are included in the 
Company’s condensed consolidated statements of financial position within fixed maturity securities and mortgage loans on real 
estate, net of allowance, respectively.

Guarantees

ANICO has guaranteed bank loans for customers of a third-party marketing operation. The bank loans are used to fund premium 
payments on life insurance policies issued by ANICO. The loans are secured by the cash values of the life insurance policies. If 
the customer were to default on a bank loan, ANICO would be obligated to pay off the loan. As the cash values of the life 
insurance policies always equal or exceed the balance of the loans, management does not foresee any loss on these guarantees. 
The total amount of the guarantees outstanding as of March 31, 2023, was approximately $121.4 million, while the total cash 
value of the related life insurance policies was approximately $143.8 million.

Litigation

American National and certain subsidiaries are defendants in various lawsuits concerning alleged breaches of contracts, various 
employment matters, allegedly deceptive insurance sales and marketing practices, and miscellaneous other causes of action 
arising in the ordinary course of operations. Certain of these lawsuits include claims for compensatory and punitive damages. We 
provide accruals for these items to the extent we deem the losses probable and reasonably estimable. After reviewing these 
matters with legal counsel, based upon information presently available, management is of the opinion that the ultimate resultant 
liability, if any, would not have a material adverse effect on American National’s condensed consolidated financial position, 
liquidity or results of operations; however, assessing the eventual outcome of litigation necessarily involves forward-looking 
speculation as to judgments to be made by judges, juries and appellate courts in the future.

Such speculation warrants caution, as the frequency of large damage awards, which bear little or no relation to the economic 
damages incurred by plaintiffs in some jurisdictions, continues to create the potential for an unpredictable judgment in any given 
lawsuit. These lawsuits are in various stages of development, and future facts and circumstances could result in management 
changing its conclusions. It is possible that, if the defenses in these lawsuits are not successful, and the judgments are greater than 
management can anticipate, the resulting liability could have a material impact on our condensed consolidated financial position, 
liquidity, or results of operations. With respect to the existing litigation, management currently believes that the possibility of a 
material judgment adverse to American National is remote. Accruals for losses are established whenever they are probable and 
reasonably estimable. If no one estimate within the range of possible losses is more probable than any other, an accrual is 
recorded based on the lowest amount of the range.
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Note 17 – Related Party Transactions

American National has entered into recurring transactions and agreements with certain related parties. Prior to the Merger, these 
included mortgage loans, management contracts, agency commission contracts, marketing agreements, health insurance contracts, 
and legal services. The impact on the condensed consolidated financial statements of significant related party transactions is 
discussed below.

From time to time, American National may participate in investment opportunities from entities classified as related parties to 
Brookfield Reinsurance, including collateral and mortgage loans. During the first quarter of 2023, these investments totaled $1.25 
billion and were accounted for in the same manner as those with unrelated parties in the consolidated financial statements.

On November 8, 2022 ANAT and BAMR US Holdings LLC entered into a deposit agreement. The contribution limit is up to 
$650.0 million. The interest rate is SOFR plus 75 basis points (5.27% at March 31, 2023). On November 10, 2022 a $600.0 
million cash deposit was sent by ANAT to BAMR US Holdings LLC. The balance at March 31, 2023 was $607.6 million. The 
deposit is considered a cash and cash equivalent in the Company's consolidated statements of financial position as of March 31, 
2023.
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Note 18 – Liability for Future Policy Benefits and Policyholder Account Balances

The balances and changes in the liability for future policy benefits are as follows (in thousands):

March 31, 2023
Term Life Whole Life Annuity Health

Present value of Expected Net Premiums:
Balance, beginning of period $ 2,181,520 $ 1,338,304 $ — $ 254,452 
Beginning balance at original discount rate  2,400,114  1,425,419  —  262,239 

Effect of changes in cash flow assumptions  (70)  11  —  12,270 

Effect of actual variances from expected experience  (20,160)  5,517  169  (467) 

Adjusted beginning of period balance  2,379,884  1,430,947  169  274,042 
Net issuances (lapses)  28,974  13,029  156,564  (4,977) 
Interest accrual  16,245  9,473  1,500  1,905 

Net premiums collected  (38,463)  (51,313)  (158,233)  (6,699) 

Ending balance at original discount rate  2,386,640  1,402,137  —  264,271 

Effect of changes in discount rate assumptions  (128,819)  (46,393)  —  (7,097) 

Balance, end of period $ 2,257,822 $ 1,355,743 $ — $ 257,174 

Present value of Expected Future Policy Benefits:

Balance, beginning of year $ 2,694,329 $ 2,635,785 $ 1,288,035 $ 292,528 
Beginning balance at original discount rate  2,960,617  2,914,365  1,368,141  303,469 

Effect of changes in cash flow assumptions  (67)  46  77  12,027 

Effect of actual variances from expected experience  (20,418)  5,234  1,768  (424) 

Adjusted beginning of period balance  2,940,132  2,919,644  1,369,986  315,072 
Net issuances (lapses)  28,974  13,029  157,025  (5,083) 
Interest accrual  19,990  19,245  10,866  2,243 

Benefit payments  (24,443)  (49,128)  (40,072)  (6,724) 

Ending balance at original discount rate  2,964,653  2,902,790  1,497,805  305,508 

Effect of changes in discount rate assumptions  (150,865)  (171,693)  (36,973)  (10,115) 

Balance, end of period  2,813,788  2,731,097  1,460,832  295,393 

Net liability for future policy benefits  555,966  1,375,354  1,460,832  38,219 
Less: Reinsurance recoverable  (49,459)  —  —  (10,184) 
Net liability for future policy benefits, after reinsurance recoverable $ 506,507 $ 1,375,354 $ 1,460,832 $ 28,035 

Weighted-average liability duration of the liability 12.6 17.9 7.9 5.9

Undiscounted expected future benefit payments $ 5,848,101 $ 6,230,448 $ 2,231,462 $ 569,949 

Undiscounted expected gross premiums $ 6,243,142 $ 2,807,514 $ — $ 473,079 

Gross premiums recognized in statement of operations $ 49,168 $ 67,300 $ 159,832 $ 10,788 

Interest expense recognized in statement of operations $ 3,744 $ 9,772 $ 9,365 $ 338 

Interest accretion rate  4.7 %  4.5 %  4.5 %  4.1 %

Current discount rate  5.0 %  5.0 %  4.9 %  4.5 %
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Note 18 – Liability for Future Policy Benefits and Policyholder Account Balances – (Continued)

The reconciliation of liability for future policy benefits to the liability for future policy benefits in the consolidated statement of 
financial position follows (in thousands):

March 31, 2023
Term life $ 555,966 
Whole life  1,375,354 
Annuity  1,460,832 
Health  28,035 
Deferred profit liability  33,255 
VOBA  870,997 
Liability for future policy benefits not subject to LDTI  815,847 

Total $ 5,140,286 

Policyholder account balances relate to investment-type contracts and universal life-type policies. Investment-type contracts 
principally include traditional individual fixed annuities in the accumulation phase and non-variable group annuity contracts. 
Policyholder account balances are equal to (i) policy account values, which consist of an accumulation of gross premium 
payments; (ii) credited interest, ranging from 1.0% to 8.0% (some annuities have enhanced first year crediting rates ranging from 
1.0% to 7.0%), less expenses, mortality charges, and withdrawals; and (iii) fair value adjustment.

The balances and changes in policyholders' account balances follow (in thousands):

March 31, 2023

Universal Life
Equity Indexed 
Universal Life

Fixed Deferred 
Annuity

Equity Indexed 
Annuity

Balance, beginning of period $ 1,356,087 $ 613,661 $ 7,295,531 $ 4,683,853 
Issuances  9,123  12,664  478,249  95,652 
Premiums received  61,957  33,625  5,696  2,145 
Policy charges  (64,505)  (22,816)  (999)  (4,572) 
Surrenders and withdrawals  (15,574)  (5,103)  (355,950)  (139,263) 
Interest credited  6,769  13,704  66,246  71,941 
Other  (7,758)  —  —  — 

Balance, end of period $ 1,346,099 $ 645,735 $ 7,488,773 $ 4,709,756 

Weighted-average crediting rate  0.5 %  2.2 %  2.9 %  0.6 %
Net amount at risk $ 22,482,547 $ 15,322,614 $ — $ 340,123 
Cash surrender value $ 1,214,284 $ 498,549 $ 6,835,119 $ 4,197,343 
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Note 18 – Liability for Future Policy Benefits and Policyholder Account Balances – (Continued)

The reconciliation of policyholders’ account balances to the policyholders’ account balances’ liability in the consolidated 
statement of financial position are shown below (in thousands):

March 31,
2023

Universal life $ 1,346,099 
Equity indexed universal life  645,735 
Fixed deferred annuity  7,488,773 
Equity indexed annuity  4,709,756 
Single premium immediate annuity  300,135 
Supplemental contracts  15,577 
Variable universal life  37,840 
Variable deferred annuity  16,328 
Other  (13,953) 

Total $ 14,546,290 

The balance of account values by range of guaranteed minimum crediting rates and the related range of difference, in basis points, 
between rates being credited to policyholders and the respective guaranteed minimums are shown below (in thousands):

March 31, 2023
Range of Guaranteed 

Minimum Crediting Rate
At Guaranteed 

Minimum
1  - 50 Basis 

Points Above
51  - 150 Basis 
Points Above

> 150 Basis 
Points Above

Total

Universal Life 1.00%-2.00% $ 13,676 $ 2,119 $ 9,055 $ — $ 24,850 
2.00%-3.00%  405,481  —  148,296  —  553,777 
Greater than 3.00%  442,626  —  —  —  442,626 
Total $ 861,783 $ 2,119 $ 157,351 $ — $ 1,021,253 

Equity Indexed Universal Life 1.00%-2.00% $ 533,930 $ — $ 30,427 $ 487 $ 564,844 
2.00%-3.00%  —  —  66,323  —  66,323 
Greater than 3.00%  —  —  —  —  — 
Total $ 533,930 $ — $ 96,750 $ 487 $ 631,167 

Fixed Deferred Annuity 1.00%-2.00% $ 382,402 $ 481,776 $ 2,009,885 $ 2,248,626 $ 5,122,688 
2.00%-3.00%  863,677  454,325  25,063  540,959  1,884,024 
Greater than 3.00%  94,356  6,194  557  747  101,853 
Total $ 1,340,435 $ 942,295 $ 2,035,505 $ 2,790,332 $ 7,108,565 

Equity Indexed Annuity 1.00%-2.00% $ 3,379,897 $ 4,260 $ 642,903 $ 45,595 $ 4,072,655 
2.00%-3.00%  306,327  91,343  106,773  9,292  513,735 
Greater than 3.00%  71,123  6,878  3,489  15,114  96,604 
Total $ 3,757,347 $ 102,481 $ 753,165 $ 70,001 $ 4,682,994 

For limited-pay products, gross premiums received in excess of net premiums are deferred at initial recognition as deferred profit 
liability ("DPL"). The assumptions and reflection of experience for DPL will be consistent with those used in the liability for 
future policy benefits, including the remeasurement methodology. The discount rate used in calculating DPL will be consistent 
with the locked-in rate used for the liability for future policy benefits.

DPL is amortized in income on a constant basis in relation with benefit payments. For life contingent payout annuities DPL is 
amortized over expected future benefit payments.

For limited payment traditional life permanent contracts, DPL is amortized over face amount for limited payment traditional life 
permanent contracts.
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Note 18 – Liability for Future Policy Benefits and Policyholder Account Balances – (Continued)

The balances and changes in the deferred profit liability are shown below (in thousands):

March 31, 2023
Whole Life Annuity

Balance, beginning of period, at locked-in discount rate $ 17,841 $ 6,056 
Effect of changes in cash flow assumptions  (25)  (97) 
Effect of actual variances from expected experience  91  (501) 

Adjusted beginning of period balance  17,907  5,458 
Profits deferred  8,261  1,599 
Interest accrual  151  49 
Amortization  (4)  (165) 

Balance, end of period, at locked-in discount rate $ 26,315 $ 6,941 
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Note 19 - Market Risk Benefits

American National classifies the Lifetime Income Rider ("LIR") as an MRB. The LIR is a rider offering guaranteed minimum 
withdrawal benefits available on certain fixed indexed annuity products.

The balances of and changes in guaranteed minimum withdrawal benefits associated with annuity contracts follow (in thousands).

March 31, 2023
Annuity

Balance, beginning of period $ 44,892 
Balance, beginning of period, before effect of changes in the instrument-specific credit risk  71,195 
Effect of model refinements  — 
Effect of non-financial assumption update  — 

Attributed fees collected  2,099 
Benefit payments  — 
Interest Accrual  857 
Adjustment from deterministic to stochastic  4,607 
Effect of experience variance  (2,799) 
Effect of changes in financial assumptions  (603) 
Issuance  (134) 
Balance, end of period, before effect of changes in nonperformance risk  75,222 
Effect of changes in the ending instrument-specific credit risk  (17,707) 
Balance, end of period  57,515 
Reinsurance recoverable, end of period  — 
Balance, end of period, net of reinsurance $ 57,515 

 

March 31, 2023
Annuity

Net amount at risk $ 485,908 
Weighted-average attained age of contract holders amounted 64.18

The reconciliation of market risk benefits by amounts in an asset position and in a liability position to the market risk benefits 
amount in the consolidated statement of financial position follows (in thousands).

March 31, 2023
Asset* Liability Net

Annuity $ 9,087 $ 66,602 $ 57,515 

*The asset balance for market risk benefit is included under "other assets" in the Condensed Consolidated Statements of Financial 
Position (unaudited)

Note 20 - Subsequent Events

The Company evaluated all events and transactions through May 31, 2023, the date the accompanying Condensed Consolidated 
Financial Statements were available to be issued, that would merit recognition or disclosures in the consolidated financial 
statements, and determined there were none.

Table of Contents

54



 
 
 

 Unaudited Quarterly Financial Statement of ANAT 
for the Quarter-Ended June 30, 2023 

 EXHIBIT 11(i) 



AMERICAN NATIONAL GROUP, LLC
(A Wholly-Owned Subsidiary of Brookfield Reinsurance Ltd.,

"Brookfield Reinsurance")

Condensed Consolidated Financial Statements

June 30, 2023

Table of Contents



AMERICAN NATIONAL GROUP, LLC

TABLE OF CONTENTS

FINANCIAL STATEMENTS:

Condensed Consolidated Statements of Financial Position (unaudited) 3

Condensed Consolidated Statements of Operations (unaudited) 4

Condensed Consolidated Statements of Comprehensive Income (Loss) (unaudited) 5

Condensed Consolidated Statements of Changes in Equity (unaudited) 6

Condensed Consolidated Statements of Cash Flows (unaudited) 7
Notes to the Condensed Consolidated Financial Statements (unaudited) 9

Note 1 – Nature of Operations 9

Note 2 – Summary of Significant Accounting Policies and Practices 10

Note 3 – Recently Issued Accounting Pronouncements 16

Note 4 – Investment in Securities 18

Note 5 – Mortgage Loans 24

Note 6 - Real Estate and Other Investments 29

Note 7 – Derivative Instruments 31

Note 8 – Net Investment Income and Realized Investment Gains (Losses) 33

Note 9 – Fair Value of Financial Instruments 34

Note 10 – Deferred Policy Acquisition Costs and Value of Business Acquired 44

Note 11 – Liability for Unpaid Claims and Claim Adjustment Expenses 45
Note 12 – Federal Income Taxes 46
Note 13 – Accumulated Other Comprehensive Income (Loss) 47

Note 14 – Equity and Noncontrolling Interests 48
Note 15 – Debt 49

Note 16 – Commitments and Contingencies 49

Note 17 – Related Party Transactions 50

Note 18 - Liability for Future Policy Benefits and Policyholder Account Balances 51

Note 19 - Market Risk Benefits 55

Note 20 - Subsequent Events 55

Note 21 - Dispositions 56

Table of Contents

2



 

AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (UNAUDITED)
(In millions)

June 30, 2023 December 31, 2022
ASSETS

Fixed maturity, bonds available-for-sale, at fair value (Allowance for credit losses of $32 in 2023 and $29  
in 2022) (Amortized cost $13,624 in 2023 and $14,448 in 2022) $ 12,804 $ 13,513 

Equity securities, at fair value (Cost $204 in 2023 and $457 in 2022)  251  428 
Mortgage loans on real estate, net of allowance for credit losses of $43 in 2023 and $38 in 2022  5,655  5,546 
Policy loans  380  374 
Real estate and real estate partnerships, net of accumulated depreciation of $314 in 2023 and $304 in 2022  1,213  1,036 
Investment funds  1,997  1,226 
Short-term investments  3,347  1,837 
Other invested assets  448  198 

Total investments  26,095  24,158 
Cash and cash equivalents  1,897  1,389 
Accrued investment income  243  289 
Reinsurance recoverables  268  444 
Prepaid reinsurance premiums  43  47 
Premiums due and other receivables  504  436 
Deferred policy acquisition costs  839  661 
Market risk benefit  13  10 
Property and equipment, net of accumulated depreciation of $324 in 2023 and $314 in 2022  157  186 
Deferred tax asset  410  439 
Current tax receivable  —  22 
Other assets  726  295 
Assets held-for-sale  262  — 
Goodwill  121  121 
Separate account assets  1,145  1,045 

Total assets $ 32,723 $ 29,542 
LIABILITIES

Future policy benefits
Life $ 3,492 $ 3,336 
Annuity  1,963  1,466 
Health  56  57 

Policyholders’ account balances  16,025  14,310 
Policy and contract claims  1,693  1,786 
Market risk benefits, at estimated fair value  66  54 
Unearned premium reserve  1,150  1,086 
Other policyholder funds  316  322 
Liability for retirement benefits  59  67 
Long-term debt and accrued interest  1,497  1,496 
Notes payable  158  151 
Current tax payable  2  — 
Other liabilities  910  611 
Liabilities held-for-sale  231  — 
Separate account liabilities  1,145  1,045 

Total liabilities  28,763  25,787 
EQUITY
American National stockholders' equity:

Member's equity  4,238  4,129 
Accumulated other comprehensive loss  (378)  (448) 

Total American National stockholders' equity  3,860  3,681 
Noncontrolling interest  100  74 

Total equity  3,960  3,755 
Total liabilities and equity $ 32,723 $ 29,542 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(In millions)

QTD YTD
Successor Successor Predecessor Successor Successor Predecessor

 

Three 
months 

ended June 
30, 2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
April 1, 2022 
through May 

24, 2022

Six months 
ended June 

30, 2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
January 1, 

2022 through 
May 24, 2022

PREMIUMS AND OTHER REVENUES
Premiums

Life $ 104 $ 31 $ 68 $ 214 $ 31 $ 174 
Annuity  400  3  3  560  3  10 
Health  12  10  21  41  10  54 
Property and Casualty  486  147  305  968  147  741 

Other policy revenues  103  31  64  200  31  159 
Net investment income  382  101  115  723  101  385 
Net realized investment gains (loss)  (28)  1  11  (50)  1  21 
Increase in investment credit loss  (2)  (33)  (3)  (13)  (33)  (15) 
Net gains (losses) on equity securities  71  (12)  (4)  43  (12)  (13) 
Other income  13  5  8  21  5  19 

Total premiums and other 
revenues  1,541  284  588  2,707  284  1,535 

BENEFITS, LOSSES AND EXPENSES
Policyholder benefits & claims  972  139  354  1,691  139  831 
Change in fair value of market risk 
benefit  5  (55)  —  (8)  (55)  — 
Interest credited to policyholders’ 
account balances  136  5  5  276  5  53 
Future policy benefit remeasurement 
losses  —  (1)  —  (1)  (1)  — 
Commissions for acquiring and 
servicing policies  214  62  107  393  62  264 
Other operating expenses  191  65  121  369  65  260 
Change in deferred policy acquisition 
costs

 (94)  (18)  (27)  (142)  (18)  (41) 
Total benefits, losses and 
expenses  1,424  197  560  2,578  197  1,367 

Income before federal income tax and 
other items  117  87  28  129  87  168 

Less: Provision (benefit) for federal 
income taxes

Current  8  (3)  21  14  (3)  57 
Deferred  13  20  (15)  5  20  (24) 
Total provision (benefit) for 
federal income taxes  21  17  6  19  17  33 

Income after federal income tax  96  70  22  110  70  135 
Other components of net periodic 
pension benefit (costs), net of tax  2  —  —  1  —  (2) 

Net income  98  70  22  111  70  133 
Less: Net income (loss) attributable to 
noncontrolling interest, net of tax  (3)  2  —  2  2  2 

Net income attributable to American 
National $ 101 $ 68 $ 22 $ 109 $ 68 $ 131 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) (UNAUDITED)
(In millions)

QTD YTD
Successor Successor Predecessor Successor Successor Predecessor

 

Three 
months 

ended June 
30, 2023

Period from 
May 25, 

2022 
through 
June 30, 

2022

Period from 
April 1, 

2022 
through 
May 24, 

2022

Six months 
ended June 

30, 2023

Period from 
May 25, 

2022 
through 
June 30, 

2022

Period from 
January 1, 

2022 
through 
May 24, 

2022
Net income $ 98 $ 70 $ 22  111 $ 70 $ 133 
Other comprehensive income (loss), net of tax

Change in net unrealized gains (losses) on 
securities  (215)  (256)  (246)  124  (256)  (621) 
Change in discount rate for liability for future 
policyholder benefit  62  81  —  (43)  81  — 
Change in instrument specific credit risk for 
market risk benefit  (7)  8  —  (15)  8  — 
Defined benefit pension plan adjustment  1  1  2  3  1  5 

Total other comprehensive loss, net of tax  (159)  (166)  (244)  69  (166)  (616) 
Total comprehensive income (loss)  (61)  (96)  (222)  180  (96)  (483) 

Less: Comprehensive income (loss) attributable to 
noncontrolling interest  (3)  2  —  2  2  2 

Total comprehensive income (loss) attributable to 
American National $ (58) $ (98) $ (222) $ 178 $ (98) $ (485) 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (UNAUDITED)
(In millions, except per share data)

 Successor Member's Equity

Accumulated Other 
Comprehensive 
Income (Loss)

Noncontrolling 
Interest

Total Member's 
Equity

Balance at January 1, 2023 $ 4,129 $ (448) $ 74 $ 3,755 
Other comprehensive income  —  229  —  229 
Net income attributable to American National  9  —  —  9 
Distributions  —  —  (4)  (4) 
Net income attributable to noncontrolling interest  —  —  5  5 

Balance at March 31, 2023 $ 4,138 $ (219) $ 75 $ 3,994 
Other comprehensive loss  —  (159)  —  (159) 
Net income attributable to American National  100  —  —  100 
Contributions  —  —  28  28 
Net loss attributable to noncontrolling interest  —  —  (3)  (3) 

Balance at June 30, 2023 $ 4,238 $ (378) $ 100 $ 3,960 

Balance at May 25, 2022 $ 3,614 $ — $ 10 $ 3,624 
Share issuance  196  —  —  196 
Other comprehensive loss  —  (166)  —  (166) 
Net income attributable to American National  68  —  —  68 
Contributions/Distributions  —  —  (4)  (4) 
Net income attributable to noncontrolling interest  —  —  2  2 

Balance at June 30, 2022 $ 3,878 $ (166) $ 8 $ 3,720 

 Successor Member's Equity

Accumulated Other 
Comprehensive 
Income (Loss)

Noncontrolling 
Interest Total Equity

Predecessor
Common 

Stock

Additional 
Paid-In 
Capital

Accumulated 
Other 

Comprehensive 
Income (Loss)

Retained 
Earnings

Noncontrolling 
Interest Total Equity

Balance at January 1, 2022 $ — $ 48 $ 147  6,799 $ 8 $ 7,002 
Other comprehensive loss  —  —  (372)  —  —  (372) 
Net income attributable to American National  —  —  —  109  —  109 
Cash dividends to common stockholders 

(declared per share of $0.82)  —  —  —  (22)  —  (22) 
Net income attributable to noncontrolling 

interest  —  —  —  —  2  2 
Balance at March 31, 2022 $ — $ 48 $ (225) $ 6,886 $ 10 $ 6,719 

Amortization of restricted stock  —  (1)  —  —  —  (1) 
Other comprehensive loss  —  —  (243)  —  —  (243) 
Net income attributable to American National  —  —  —  22  —  22 

Balance at May 24, 2022 $ — $ 47 $ (468) $ 6,908 $ 10 $ 6,497 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(In millions) 
 Successor Successor Predecessor

 
Six months ended 

June 30, 2023

Period from May 25, 
2022

 through June 30, 
2022

Period from 
January 1, 2022 
through May 24, 

2022
OPERATING ACTIVITIES

Net income $ 111 $ 70 $ 133 
Adjustments to reconcile net income to net cash provided by operating activities:

Realized investment gains  (2)  (1)  (21) 
Realized investment losses  52  1  — 
Unrealized (gains) loss on investments and derivatives  (136)  31  208 
Income tax expense (benefit)  14  (3)  57 
Increase in investment credit loss  13  33  15 
Accretion of premiums, discounts and loan origination fees  (45)  (2)  7 
Net capitalized interest on policy loans and mortgage loans  (36)  (2)  (13) 
Depreciation  23  3  16 
Interest credited to policyholders’ account balances  276  5  53 
Charges to policyholders’ account balances  (200)  (31)  (159) 
Deferred federal income tax expense (benefit)  5  20  (24) 
Equity in earnings of unconsolidated affiliates  —  (12)  (134) 
Distributions from unconsolidated affiliates  35  —  — 
Income (loss) from equity method investments  (58)  —  88 

Changes in:
Policyholder liabilities  750  66  76 
Market risk benefits  (8)  (55)  — 
Deferred policy acquisition costs  (142)  (18)  (41) 
Reinsurance payables  2  (47)  4 
Premiums due and other receivables  (104)  14  (55) 
Prepaid reinsurance premiums  3  (1)  2 
Accrued investment income  46  (108)  92 
Liability for retirement benefits  (12)  (12)  (2) 
Other, net  2  7  (459) 

Operating activities affecting cash:
Realized (gain) loss on investments and derivatives  11  1  (16) 

    Net cash provided by (used in) operating activities  600  (41)  (173) 
INVESTING ACTIVITIES

Proceeds from sale/maturity/prepayment of:
Corporate bonds $ 2,566 $ 189 $ 922 
Preferred shares  38  —  67 
Commercial paper  —  1,409  11,837 
Government bonds and treasuries  5,820  14  57 
Real estate and real estate partnerships  —  —  5 
Mortgages  179  150  520 
Private equity and other  64  17  97 

Disposals of property and equipment  3  2  — 
Distributions from equity method investments  80  20  160 
Payment for the purchase/origination of:

Corporate bonds  (2,746)  (361)  (2,181) 
Preferred shares  (61)  (3)  (27) 
Government bonds and treasuries  (6,347)  —  (9) 
Real estate and real estate partnerships  (150)  —  (3) 
Mortgages  (308)  (110)  (489) 
Private equity and other  (78)  (31)  (122) 
Commercial paper  —  (697)  (11,353) 
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED) (CONTINUED)
(In millions)

Successor Successor Predecessor

Six months ended 
June 30, 2023

Period from May 25, 
2022 

through June 30, 
2022

Period from January 
1, 2022 through May 

24, 2022
Additions to property and equipment  (20)  (7)  (15) 
Contributions to real estate and real estate partnerships  (847)  —  — 
Contributions to equity method investments  (38)  (55)  (125) 
Change in collateral held for derivatives  88  (11)  (147) 
Other, net  (4)  —  — 

    Net cash provided by (used in) investing activities  (1,761)  526  (806) 
FINANCING ACTIVITIES

Issuance of equity  —  45  — 
Policyholders’ account deposits  2,948  141  588 
Policyholders’ account withdrawals  (1,309)  (112)  (506) 
Borrowings from external parties  —  502  12 
Repayment of borrowings to external parties  —  (501)  (3) 
Debt issuance costs  —  (4)  — 
Dividends to stockholders  —  —  (22) 
Payments to noncontrolling interest  30  (3)  — 

    Net cash provided by financing activities  1,669  68  69 
Net increase (decrease) in cash and cash equivalents, including 
subsidiaries held-for-sale  508  553  (910) 

Cash and cash equivalents at beginning of the period  1,389  1,021  1,931 
Cash and cash equivalents at end of the period $ 1,897 $ 1,574 $ 1,021 

See accompanying notes to the unaudited condensed consolidated financial statements.
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 Note 1 – Nature of Operations

American National Group, LLC ("ANAT", or the "Company"), through its consolidated subsidiaries (collectively “American 
National”) offers a broad portfolio of insurance products, including individual and group life insurance, annuities, pension risk 
transfer, health insurance, and property and casualty insurance. Business is conducted in all 50 states, the District of Columbia and 
Puerto Rico.

On August 6, 2021, ANAT entered into an Agreement and Plan of Merger (the “Merger Agreement”) with Brookfield 
Reinsurance Ltd., formerly known as Brookfield Asset Management Reinsurance Partners Ltd., an exempted company limited by 
shares existing under the laws of Bermuda, and Freestone Merger Sub Inc., a Delaware corporation and an indirect wholly-owned 
subsidiary of Brookfield Reinsurance (“Merger Sub”). On May 25, 2022 (the "Closing Date" or "Merger Date"), upon the terms 
and subject to the conditions of the Merger Agreement, Merger Sub merged with and into the Company (the “Merger”), with the 
Company continuing as the surviving entity, which became an indirect, wholly-owned subsidiary of Brookfield Reinsurance. The 
Merger was unanimously approved by the Company’s board of directors. The Company received the requisite stockholder 
approval required under Delaware law for the adoption of the Merger Agreement. The Company has ceased being a registrant 
with the Securities and Exchange Commission as of the Closing Date. Effective September 30, 2022, the Company converted 
from a Delaware corporation to a Delaware limited liability company. As a result, the successor period consists of the three and 
six months ended June 30, 2023 and the comparative period from May 25, 2022 to June 30, 2022. The predecessor period consists 
of January 1, 2022 through May 24, 2022.
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Note 2 – Summary of Significant Accounting Policies and Practices

Basis Presentation

The condensed consolidated financial statements and notes thereto have been prepared in conformity with Generally Accepted 
Accounting Principles ("GAAP") and are reported in U.S. currency. American National consolidates entities that are wholly-
owned and those in which American National owns less than 100% but controls the voting rights, as well as variable interest 
entities in which American National is the primary beneficiary. Intercompany balances and transactions with consolidated entities 
have been eliminated. Investments in unconsolidated affiliates, which include real estate partnerships and investment funds, are 
accounted for using the equity method of accounting. Certain amounts in prior years have been reclassified to conform to current 
year presentation.

The accompanying interim condensed consolidated financial statements are unaudited and reflect all adjustments (including 
normal recurring adjustments) necessary to present fairly the financial position, results of operations and cash flows for the 
interim periods presented in conformity with GAAP. The interim condensed consolidated financial statements and notes should be 
read in conjunction with the annual consolidated financial statements and notes thereto as of and for the year ended December 31, 
2022, which are posted on the Company website at www.americannational.com. The condensed consolidated results of operations 
for the interim periods should not be considered indicative of results to be expected for the full year.

The preparation of the consolidated financial statements in conformity with GAAP requires the use of estimates and assumptions 
that affect the reported consolidated financial statement balances. Actual results could differ from those estimates. Except for 
balances affected by the adoption of Accounting Standards Update ("ASU") 2018-12 noted below, the December 31, 2022 
consolidated balance sheet data was derived from audited consolidated financial statements which include all disclosures required 
by GAAP.

Business Combination

Business combinations are accounted for using the acquisition method. The cost of a business acquisition is measured at the 
aggregate of the fair values at the date of exchange of assets given, liabilities incurred or assumed, and equity instruments issued 
in exchange for control of the acquiree. The acquiree’s identifiable assets, liabilities and contingent liabilities are recognized at 
their fair values at the acquisition date. The interest of non-controlling shareholders in the acquiree, if applicable, is initially 
measured at the noncontrolling shareholders’ proportion of the net fair value of the identifiable assets, liabilities and contingent 
liabilities recognized.

To the extent the fair value of consideration paid exceeds the fair value of the net identifiable tangible and intangible assets, the 
excess is recorded as goodwill. To the extent the fair value of consideration paid is less than the fair value of net identifiable 
tangible and intangible assets, the excess is recognized in net income.

Based on the criteria outlined in ASC 805, Business Combinations the Company was deemed the accounting acquiree in the 
Merger. As a result of the completed Merger, for accounting purposes, our financial statements and notes are presented as 
"Predecessor" for historical periods prior to the Closing Date and "Successor" for the period after the Closing Date. In accordance 
with accounting for business combinations, assets and liabilities were adjusted to their fair values as of the Closing Date 
("Purchase GAAP Accounting" or "PGAAP"). Additionally, we have elected to apply push-down accounting to reflect the 
Company's assets and liabilities at fair value. To differentiate between periods, our financial statements and notes columns are 
titled "Predecessor" and "Successor". This division has been placed to recognize Purchase GAAP Accounting adjustments made 
and the resulting effect on comparability between the two periods.

Accounting for the business combination is finalized as of December 31, 2022. Final valuation of the assets acquired and 
liabilities assumed and the completion of the purchase price allocation occurred before the end of the measurement period.
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

Under the acquisition method of accounting, the assets acquired and liabilities assumed are recorded at fair value at the date of 
acquisition. The following table summarizes the fair value of assets acquired and liabilities assumed as of May 25, 2022 (in 
millions):

American National Group Inc. 
Consolidated Balance Sheet*

Company Opening 
Balance Sheet 

ASSETS 
Fixed maturity securities, bonds available for sale, at estimated fair value $ 15,313 
Equity securities, at estimated fair value  82 
Mortgage loans on real estate, net of allowance for credit losses  5,136 
Policy loans  368 
Real estate and real estate partnerships, net of accumulated depreciation  968 
Investment funds  988 
Short-term investments  1,466 
Other invested assets  142 

Total investments  24,463 
Cash and cash equivalents  1,021 
Accrued investment income  101 
Reinsurance recoverables  455 
Prepaid reinsurance premiums  46 
Premiums due and other receivables  437 
Property and equipment, net of accumulated depreciation  175 
Deferred tax assets, net  374 
Prepaid pension  149 
Intangible asset - VOBA  317 
Other assets  166 
Goodwill  121 
Separate account assets  1,123 

Total assets  28,948 
LIABILITIES 

Future policy benefits
Life  2,761 
Annuity  1,432 
Health  46 

Policyholders’ account balances  13,880 
Policy and contract claims  1,706 
Market risk benefits, at estimated fair value  172 
Unearned premium reserve  1,073 
Other policyholder funds  324 
Liability for retirement benefits  74 
Intangible liability - VOBA  692 
Debt  1,495 
Notes payable  158 
Current tax payable  14 
Other liabilities  375 
Separate account liabilities  1,123 

Total liabilities  25,325 
EQUITY 
Additional paid-in capital  3,613 

Total American National equity  3,613 
Noncontrolling interest  10 

Total equity  3,623 
Total liabilities and equity $ 28,948 
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

Adoption of ASU 2018-12 - Targeted Improvements to the Accounting for Long-Duration Contracts

The Company adopted ASU 2018-12, Financial Services—Insurance (Topic 944): Targeted Improvements to the Accounting for 
Long-Duration Contracts ("LDTI") effective January 1, 2023 with a transition date of May 25, 2022 using a full retrospective 
approach. LDTI resulted in significant changes to the measurement, presentation and disclosure requirements for long-duration 
insurance contracts. A summary of the most significant changes follows:

(1) Guaranteed benefits associated with certain annuity contracts have been classified and presented separately on the 
consolidated balance sheets as Market Risk Benefits ("MRB"). MRBs are now measured at estimated fair value through net 
income and reported separately on the consolidated statements of operations, except for nonperformance risk changes, which will 
be recognized in Other Comprehensive Income ("OCI").

(2) Cash flow assumptions used to measure the liability for liability for future policy benefits ("LFPB") on traditional long-
duration contracts (including term and non-participating whole life insurance and immediate annuities) have been updated on an 
annual basis.

(3) The discount rate assumption used to measure the liability for traditional long-duration contracts is now based on an upper-
medium grade discount rate with changes recognized in OCI.

(4) DAC for all insurance products is required to be amortized on a constant-level basis over the expected term of the contracts, 
using amortization methods that are not a function of revenue or profit emergence. 

(5) There was a significant increase in required disclosures, including disaggregated rollforwards of insurance contract assets and 
liabilities supplemented by qualitative and quantitative information regarding the cash flows, assumptions, methods and 
judgements used to measure those balances.

The following table presents the Company's significant accounting policies which have changed as a result of the adoption of 
LDTI with cross-references to the notes which provide additional information on such policies.

Accounting Policy Note
Deferred policy acquisition costs, value of business acquired, unearned revenue and other intangibles 10
Future policy benefit liabilities 18
Policyholder account balances 18
Market risk benefits 19

Deferred policy acquisition costs (“DAC”) are capitalized costs related directly to the successful acquisition of new or renewal 
insurance contracts. Significant costs are incurred to acquire insurance and annuity contracts, including commissions and certain 
underwriting, policy issuance, and processing expenses. In accordance with ASC 805, Business Combinations existing DAC 
balance was written off as a result of the Merger. The beginning balance as of May 25, 2022 consists of the Value of Business 
Acquired ("VOBA") at that date.

Insurance contracts are grouped into cohorts by contract type and issue year consistent with estimating the associated liability for 
future policy benefits. DAC is amortized on constant level basis for the grouped contracts over the expected term of the related 
contracts to approximate straight-line amortization. DAC will be amortized over the following bases, all of which provide a 
constant level representation of contract term:

Product(s) Amortization base

Traditional life products Nominal face amount

Life contingent payout annuities Annualized benefit amount in force

Health products Original annual premium 
Fixed deferred annuities, fixed indexed annuities, variable annuities Policy count 

Universal life products Initial face amount
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

The bases used for amortization are projected using mortality and lapse assumptions that are based on American National's 
experience, industry data, and other factors consistent with those used for the liability for future policy benefits.

Amortization of DAC is included in the change in deferred acquisition costs in the consolidated statement of operations.

For short-duration contracts, DAC is grouped consistent with the manner in which insurance contracts are acquired, serviced, and 
measured for profitability and is reviewed for recoverability based on the profitability of the underlying insurance contracts. 
Investment income is anticipated in assessing the recoverability of DAC for short-duration contracts. DAC for short duration 
contracts is charged to expense in proportion to premium revenue recognized.

Value of business acquired ("VOBA") is an intangible asset or liability resulting from a business combination that represents 
the difference between the policyholder liabilities measured in accordance with the acquiring company's accounting policies and 
the estimated fair value of the same acquired policyholder liabilities in-force at the acquisition date. VOBA can be either positive 
or negative. Positive VOBA is recorded as a component of DAC. Negative VOBA occurs when the estimated fair value of in-
force contracts in a life insurance company acquisition is less than the amount recorded as insurance contract liabilities, and is 
recorded in future policyholder benefits in the consolidated statement of financial condition.

VOBA is amortized on a straight-line basis over the remaining life of the underlying policies consistent with DAC.

Liability for future policy benefits ("LFPB") is equal to the present value of expected benefit payments and claim related 
expenses to be paid or on behalf of policyholders less the present value of expected net premiums to be collected from 
policyholders. Principal assumptions used in the establishment of the LFPB are mortality, lapse, incidence, terminations, claim-
related expenses, and other contingent events as appropriate to the respective product type. American National groups contracts 
into annual cohorts based on product type and contract inception date for the purposes of calculating the liability for future policy 
benefits. A set of qualitative cohorts includes all business issued prior to the acquisition date. Another set of qualitative cohorts 
includes business issued between the acquisition date and year end 2022. In 2023 and beyond, there is a set of qualitative cohorts 
for each issue year.

American National updates its estimate of cash flows over the entire life of a group of contracts using actual historical experience 
and current future cash flow assumptions. American National will review cash flow assumptions, including assumptions for 
claim-related expenses annually in the third quarter. Assumption revisions will be reflected in the net premium ratio and LFPB 
calculation in the quarter in which assumptions are revised. The net premium ratio reflects cash flows from contract inception to 
contract termination (i.e.: through the claim paying period) and cannot exceed 100%. Change in the liability due to actual 
experience is recognized in reserve remeasurement (gains) losses in the consolidated statement of earnings.

American National measures the LFPB at each reporting period. The discount rate assumption is determined by developing a 
yield curve based on market observable yields for upper-medium fixed income instruments derived from an external index. The 
net premium ratio is not updated for changes in discount rate assumptions. The difference between the updated carrying amount 
of the liability for future policy benefits measured using the current discount rate assumption and the original discount rate 
assumption is recognized in other comprehensive income during the period.

Should the present value of actual and future expected benefits less transition LFPB balance exceed the present value of actual 
and future expected gross premiums, the net premium ratio is capped at 100% and a gross premium LFPB is held. The immediate 
charge is the amount by which the uncapped net premium ratio exceeds 100% times the present value of future expected gross 
premium. This assessment is performed at the cohort level.

American National periodically reviews its estimates of actuarial liabilities for future policy benefits and compares them with its 
actual experience. Differences between actual experience and the assumptions used in pricing these policies, guarantees and riders 
and in the establishment of the related liabilities result in variances in profit and could result in losses. The effects of changes in 
such estimated liabilities are included in the consolidated statements of operations in the period in which the changes occur.
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

Payout annuities include single premium immediate annuities, annuitizations of deferred annuities, and pension risk transfer. 
These contracts subject the insurer to risks over a period that extends beyond the period or periods in which premiums are 
collected. These contracts may be either non-life contingent or life contingent. Non-life contingent annuities are accounted for as 
investment contracts. For life contingent annuities, the Company records a liability at the present value of future annuity payments 
and estimated future expenses calculated using expected mortality and costs, and expense assumptions. Any gross premiums 
received in excess of the net premium is the deferred profit liability ("DPL") and is recognized separately in income in a constant 
relationship with the discounted amount of the insurance in-force or expected future benefit payments. These liabilities are 
recorded in policy liabilities in the consolidated statement of financial position.

For the majority of this participating business, profits earned are reserved for the payment of dividends to policyholders, except 
for the stockholders’ share of profits on participating policies, which is limited to the greater of 10% of the profit on participating 
business, or 50 cents per thousand dollars of the face amount of participating life insurance in-force. Participating policyholders’ 
interest includes the accumulated net income from participating policies reserved for payment to such policyholders in the form of 
dividends (less net income allocated to stockholders as indicated above) as well as a pro rata portion of unrealized investment 
gains (losses). Dividends to participating policyholders were $4.3 million and $4.2 million at June 30, 2023 and 2022, 
respectively. Income of $0.4 million and $8.0 million was allocated to participating policyholders at June 30, 2023 and 2022, 
respectively.

For all other participating business, the allocation of dividends to participating policyowners is based upon a comparison of 
experienced rates of mortality, interest and expenses, as determined periodically for representative plans of insurance, issue ages 
and policy durations, with the corresponding rates assumed in the calculation of premiums.

Market risk benefits ("MRB") are measured at fair value at the cohort level. Total attributed fees will include explicit rider fees 
and will not be negative or exceed total contract fees and assessments collectible from the contract holder. There are only rider 
charges and surrender charges. Surrender charges will not be included in the fair value measurement, as surrender charges do not 
fund any future benefits. Cash flows are projected using risk-neutral scenarios generated by the company. The Company 
establishes MRB assets and liabilities for guaranteed minimum withdraw benefits ("GMWB") associated with equity-indexed 
annuity contracts.

The actuarial assumptions used in the MRB calculation are the company’s best estimate assumptions. Assumptions are adjusted to 
reflect fair value by applying a margin for non-hedgeable risk and an adjustment for own credit spread through the discount rate. 
The risk-free discount rate is the scenario specific US treasury rate. The assumptions used for MRB are consistent with other fair 
value calculations performed by American National.

Transition Date Impacts

Due to the acquisition of American National by Brookfield Reinsurance on May 25, 2022 and the guidelines under ASC 805, 
Business Combinations, the inception date for all contracts issued before that date become May 25, 2022. Under purchase 
accounting guidelines, fair value of equity must be equal to the purchase price at the acquisition date. As a result, there will not be 
any impact to the opening balances of retained earnings or accumulated other comprehensive income due to the adoption of the 
standard on the transition date of May 25, 2022.

The transition impact of the MRBs and LFPB will be recorded to VOBA liability resulting in no impact to shareholders equity, as 
noted above.
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued) 

The following table presents a summary of the Transition Date impacts associated with the implementation of LDTI to the 
consolidated balance sheet (in millions):

Future Policy Benefits Market Risk Benefits VOBA Liability 

As previously reported May 25th, 2022 $ 4,662 $ — $ 441 

Reclassification of carrying amount of contracts and contract features that 
are market risk benefits  (107)  107  — 

Adjustment to reflect transition impact to balance established as part of 
purchase accounting upon the Brookfield acquisition  (316)  65  251 
As adjusted May 25th, 2022 $ 4,239 $ 172 $ 692 

The following table represents transition impacts for future policy benefits by segment.

Term Life Whole Life  Annuity 

As previously reported May 25th, 2022 $ 616 $ 1,694 $ 1,439 
Adjustment to reflect transition impact to balance established as part of 
purchase accounting upon the Brookfield acquisition  (85)  (223)  (8) 
As adjusted May 25th, 2022 $ 531 $ 1,471 $ 1,431 

The following table represents the transition impact to market risk benefits by segment.

Annuity 

As previously reported May 25th, 2022 $ 107 
Adjustment to reflect transition impact to balance established as part of purchase accounting upon the Brookfield acquisition  65 
As adjusted May 25th, 2022 $ 172 

The Transition Date impacts associated with the implementation of LDTI were applied as follows:

Market risk benefits - The full retrospective transition approach for MRBs required assessing products to determine whether 
contract or contract features expose the Company to other than nominal capital market risk. The population of MRBs identified 
was then reviewed to determine the historical measurement model prior to adoption of LDTI.

At the Transition Date, the impacts to the financial statements of the full retrospective approach for MRBs include the following:

• The amounts previously recorded for these contracts within additional insurance liabilities and other insurance liabilities 
were reclassified to MRB liabilities;

• The difference between the fair value of the MRBs and the previously recorded carrying value at the Transition Date, 
included the cumulative effect of changes in nonperformance risk of the Company, was recorded as an adjustment to the 
opening balance of VOBA liability.

Liability for future policy benefits - The full retrospective transition approach for LFPB utilized a defined valuation premium 
method. This process required grouping contracts in-force as of the Transition Date into cohorts, and then calculating revised 
LFPB using an updated net premium ratio, best estimate cash flow assumptions without a provision for adverse deviation and the 
locked-in discount rate. The decrease to the liability for future policy benefits at transition is driven by unlocking of assumptions 
and measurement at upper medium grade discount rates for traditional life and life contingent payout annuity business.

Due to the acquisition of American National by Brookfield Reinsurance on May 25, 2022 , the balances of deferred acquisition 
costs, deferred profit liability, unearned revenue, and sales inducement assets were written down to $0 at the acquisition date. As a 
result, there is no impact to these balances at transition.
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Note 3 – Recently Issued Accounting Pronouncements

The following table presents amounts previously reported in 2022, the effect on those amounts of the change due to the adoption 
of ASU 2018-12 as described in Note 2, and the currently reported amounts in the Unaudited Interim Consolidated Statement of 
Financial Position (in millions).

December 31, 2022
As Previously 

Reported Effect of Adoption As Adjusted
Reinsurance recoverables, net of allowance for credit losses $ 447 $ (3) $ 444 
Deferred policy acquisition costs  682  (21)  661 
Deferred tax asset  528  (89)  439 
Market risk benefit asset  —  10  10 
Other assets  292  3  295 

Total assets $ 29,642 $ (100) $ 29,542 
Future policy benefits 

Life  3,585  (249)  3,336 
Annuity  1,714  (248)  1,466 
Health  47  10  57 

Market risk benefit liabilities  —  54  54 
Total liabilities  26,220  (433)  25,787 

Retained earnings  265  59  324 
Accumulated other comprehensive income (loss)  (722)  274  (448) 

Total liabilities and equity $ 29,642 $ (100) $ 29,542 

Other Adopted Accounting Pronouncements

The Company adopted ASU (ASU 2022-02, Financial Instruments-Credit Losses (Topic 326): Troubled Debt Restructurings 
("TDR") and Vintage Disclosures. The Company adopted this standard on January 1, 2023. This ASU eliminates TDR recognition 
and measurement guidance and, instead, requires that an entity evaluate whether the modification represents a new loan or a 
continuation of an existing loan. The amendments also enhance existing disclosure requirements and introduce new requirements 
related to certain modifications of receivables made to borrowers experiencing financial difficulty. This ASU was applied 
prospectively and did not have a material impact on the consolidated financial statements upon adoption but could change the 
future recognition and measurement of modified loans.
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Future Adoption of Accounting Standards

ASUs not listed below were assessed and either determined to be not applicable or are not expected to have a material impact on 
the Company’s interim condensed consolidated financial statements or disclosures.

Standard Description
Effective Date and Method of 
Adoption Impact on Financial Statements

ASU 2020-04, Reference Rate 
Reform (Topic 848): 
Facilitation of the Effects of 
Reference Rate Reform on 
Financial Reporting 

The amendments in this guidance provide optional 
expedients and exceptions for applying GAAP to 
contracts, hedging relationships, and other 
transactions affected by reference rate reform if 
certain criteria are met. The guidance only applies to 
contracts, hedging relationships, and other 
transactions that reference LIBOR or another 
reference rate expected to be discontinued because of 
reference rate reform.

The amendments in this 
guidance are effective for all 
entities as of March 12, 2020 
and will sunset through 
December 31, 2022, at which 
time the application of 
exceptions and optional 
expedients will no longer be 
permitted. The FASB issued 
ASU 2022-06  that delayed the 
sunset date to December 31, 
2024. 

The inventory of LIBOR exposures has 
been completed and is primarily 
limited to floating rate bonds, 
alternative investments, and 
borrowings within joint venture 
investments. Certain contracts included 
in these categories matured prior to 
December 31, 2021, the start of 
LIBOR rates cessations. The transition 
from LIBOR is not expected to have a 
material impact to the Company's 
Consolidated Financial Statements or 
Notes to the Consolidated Financial 
Statements.

ASU 2023-02, Investments—
Equity Method and Joint 
Ventures (Topic 323): 
Accounting for Investments in 
Tax Credit Structures Using 
the Proportional Amortization 
Method

The amendments in this Update permit reporting 
entities to elect to account for their tax equity 
investments, regardless of the tax credit program from 
which the income tax credits are received, using the 
proportional amortization method if certain conditions 
are met. The amendments in this Update also require 
specific disclosures that must be applied to all 
investments that generate income tax credits and other 
income tax benefits from a tax credit program for 
which the entity has elected to apply the proportional 
amortization method.

The amendments in this update 
are effective for the Company 
for annual and interim 
reporting periods beginning 
January 1, 2024. 

The impact of this amendment to the 
Company's Consolidated Financial 
Statements and Notes to the 
Consolidated Financial Statements is 
currently under evaluation.
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Note 4 – Investment in Securities

The cost or amortized cost and fair value of investments in securities are shown below (in millions):

 June 30, 2023

 
Cost or 

Amortized Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
Allowance for 
Credit Losses Fair Value

Fixed maturity, bonds available-for-sale
U.S. treasury and government $ 67 $ — $ (2) $ — $ 65 

U.S. states and political subdivisions  835  —  (24)  —  811 

Foreign governments  9  —  —  —  9 

Corporate debt securities  10,976  7  (732)  (22)  10,229 

Collateralized debt securities  1,610  8  (41)  (9)  1,568 

Residential mortgage-backed securities  127  —  (4)  (1)  122 

         Total bonds available-for-sale  13,624  15  (803)  (32)  12,804 

Total investments in fixed maturity $ 13,624 $ 15 $ (803) $ (32) $ 12,804 

 December 31, 2022

 
Cost or 

Amortized Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
Allowance for 
Credit Losses Fair Value

Fixed maturity, bonds available-for-sale
U.S. treasury and government $ 41 $ — $ (1) $ — $ 40 

U.S. states and political subdivisions  881  —  (25)  (1)  855 

Foreign governments  9  —  —  —  9 

Corporate debt securities  12,105  6  (830)  (23)  11,258 

Collateralized debt securities  1,279  5  (55)  (5)  1,224 

Residential mortgage-backed securities  133  —  (6)  —  127 

         Total bonds available-for-sale  14,448  11  (917)  (29)  13,513 

Total investments in fixed maturity $ 14,448 $ 11 $ (917) $ (29) $ 13,513 
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The amortized cost and fair value, by contractual maturity, of fixed maturity securities are shown below (in millions):

 June 30, 2023
 Bonds Available-for-Sale
 Amortized Cost Fair Value
Due in one year or less $ 620 $ 614 

Due after one year through five years  4,673  4,514 

Due after five years through ten years  4,188  3,859 

Due after ten years  4,143  3,817 

Total $ 13,624 $ 12,804 

Actual maturities may differ from contractual maturities because borrowers may have the right to call or prepay obligations with 
or without call or prepayment penalties. Residential and commercial mortgage-backed securities, which are not due at a single 
maturity, have been presented based on the year of final contractual maturity.

Proceeds from sales of bonds available-for-sale, with the related gross realized gains and losses, are shown below (in millions):

QTD YTD
 Successor Successor Predecessor Successor Successor Predecessor

 

Three 
months 

ended June 
30, 2023

Period from 
May 25, 

2022 
through 
June 30, 

2022

Period from 
April 1, 

2022 
through 
May 24, 

2022

Six months 
ended June 

30, 2023

Period from 
May 25, 

2022 
through 
June 30, 

2022

Period from 
January 1, 

2022 
through 
May 24, 

2022

Proceeds from sales of fixed maturity, bonds available-
for-sale $ 717 $ 3 $ 9 $ 1,687 $ 3 $ 29 

Gross realized gains  1  —  —  1  —  — 

Gross realized losses  24  —  —  49  —  — 

Gains and losses are determined using specific identification of the securities sold. All held-to-maturity securities were transferred 
to available-for-sale through a management election allowed under business combination guidance.

In accordance with various regulations, American National has bonds on deposit with regulating authorities with a carrying value 
of $29.9 million and $51.1 million at June 30, 2023 and December 31, 2022, respectively. In addition, American National has 
pledged bonds in connection with certain agreements and transactions, such as financing and reinsurance agreements. The 
carrying value of bonds pledged was $41.4 million and $44.8 million at June 30, 2023 and December 31, 2022, respectively.

The components of the change in net unrealized gains (losses) on debt securities are shown below, on a pre-tax basis (in millions):

QTD YTD
Successor Successor Predecessor Successor Successor Predecessor

 Three 
months 

ended June 
30, 2023

Period from 
May 25, 

2022 
through 
June 30, 

2022

Period from 
April 1, 

2022 
through 
May 24, 

2022

Six months 
ended June 

30, 2023

Period from 
May 25, 

2022 
through 
June 30, 

2022

Period from 
January 1, 

2022 
through 
May 24, 

2022 
Bonds available-for-sale: change in unrealized gains 
(losses) $ (274) $ (332) $ (332) $ 118 $ (332) $ (997) 

Short-term change in unrealized losses  (3)  —  —  37  —  — 

Adjustments for
Deferred policy acquisition costs  —  —  —  —  —  199 

Participating policyholders’ interest  2  8  8  2  8  13 

Deferred federal income tax benefit (expense)  57  68  68  (33)  68  164 
Change in net unrealized gains (losses) on debt 
securities, net of tax $ (218) $ (256) $ (256) $ 124 $ (256) $ (621) 
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The components of the change in net gains (losses) on equity securities are shown below (in millions):

QTD YTD
 Successor Successor Predecessor Successor Successor Predecessor

 

Three months 
ended June 

30, 2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
April 1, 2022 
through May 

24, 2022

Six months 
ended June 

30, 2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
January 1, 

2022 through 
May 24, 2022

Unrealized gains (losses) on equity securities $ 71 $ (12) $ (6) $ 42 $ (12) $ (7) 

Net gains (losses) on equity securities sold  —  —  2  1  —  (6) 

Net gains (losses) on equity securities $ 71 $ (12) $ (4) $ 43 $ (12) $ (13) 

The gross unrealized losses and fair value of bonds available-for-sale, aggregated by investment category and length of time 
individual securities have been in a continuous unrealized loss position due to market factors are shown below (in millions, except 
number of issues):

 June 30, 2023
 Less than 12 months 12 months or more Total

 
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Fixed maturity, bonds available-
for-sale

U.S. treasury and 
government  17 $ (2) $ 42  11 $ (1) $ 22  28 $ (3) $ 64 

U.S. states and political 
subdivisions  489  (16)  684  40  (8)  97  529  (24)  781 

Foreign governments  1  —  9  —  —  —  1 $ — $ 9 

Corporate debt securities  1,170  (442)  5,381  633  (279)  4,059  1,803  (721)  9,440 

Collateralized debt 
securities  54  (39)  911  26  (11)  206  80 $ (50) $ 1,117 

Residential mortgage-
backed securities  24  (4)  90  25  (1)  30  49  (5)  120 

Total  1,755 $ (503) $ 7,117  735 $ (300) $ 4,414  2,490 $ (803) $ 11,531 

December 31, 2022
 Less than 12 months 12 months or more Total

 
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Fixed maturity, bonds available-
for-sale

U.S. treasury and 
government  18 $ (1) $ 37  — $ — $ —  18 $ (1) $ 37 
U.S. states and political 
subdivisions  580  (25)  833  —  —  —  580  (25)  833 

Foreign governments  1  —  9  —  —  —  1  —  9 

Corporate debt securities  1,212  (830)  9,952  —  —  —  1,212  (830)  9,952 
Collateralized debt 
securities  71  (55)  777  —  —  —  71  (55)  777 
Residential mortgage-
backed securities  46  (6)  93  —  —  —  46  (6)  93 

Total  1,928 $ (917) $ 11,701  — $ — $ —  1,928 $ (917) $ 11,701 
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Several assumptions and underlying estimates are made in the evaluation of allowance for credit loss. Examples include financial 
condition, near term and long-term prospects of the issue or issuer, including relevant industry conditions and trends and 
implications of rating agency actions and offering prices. Based on this evaluation, unrealized losses on bonds available-for-sale 
where an allowance for credit loss was not recorded were concentrated in the Company's fixed maturity securities within the 
transportation sector.

Equity securities by market sector distribution are shown below, based on fair value:

June 30, 2023 December 31, 2022
Energy and utilities $ 29  11.5 % $ 31  7.2 %

Finance  205  81.6  374  87.4 

Other  17  6.9  23  5.4 

        Total $ 251  100 % $ 428  100 %

Allowance for Credit Losses

Available-for-Sale Securities—For available-for-sale bonds in an unrealized loss position, the Company first assesses whether it 
intends to sell the security or will be required to sell the security before recovery of its amortized cost basis. If either of these 
criteria are met, the security’s amortized cost basis is written down to fair value through income. For bonds available-for-sale that 
do not meet either indicated criteria, the Company evaluates whether the decline in fair value has resulted from credit events or 
market factors. In making this assessment, management first calculates the extent to which fair value is less than amortized cost, 
and then may consider any changes to the rating of the security by a rating agency, and any specific conditions related to the 
security. If this assessment indicates that a credit loss exists, the present value of cash flows expected to be collected from the 
security is compared to the amortized cost basis of the security. If the present value of cash flows expected to be collected is less 
than the amortized cost basis, a credit loss exists and an allowance for credit losses is recorded through income, limited to the 
amount fair value is less than amortized cost. Any remaining unrealized loss is recognized in other comprehensive income.

When the discounted cash flow method is used to determine the allowance for credit losses, management's estimates incorporate 
expected prepayments, if any. Model inputs are considered reasonable and supportable for three years. A mean reversion is 
applied in years four and five. Credit loss allowance is not measured on accrued interest receivable because the balance is written 
off to net investment income in a timely manner, within 90 days. Changes in the allowance for credit losses are recognized 
through the condensed consolidated statement of operations as "(Increase) decrease in investment credit loss."

No accrued interest receivables were written off as of June 30, 2023.
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The rollforward of the allowance for credit losses for available-for-sale debt securities is shown below (in millions):

Successor

U.S. State and 
Political 

Subdivisions
Corporate Debt 

Securities
Collateralized 
Debt Securities

Residential 
Mortgage 
Backed 

Securities Total
Balance at January 1, 2023 $ (1) $ (23) $ (5) $ — $ (29) 

Increase in allowance related to purchases  —  —  —  —  — 
Reduction in allowance related to dispositions  —  1  —  —  1 
Allowance on securities that had an allowance 

recorded in a previous period  1  11  —  —  12 
Allowance on securities where credit losses were 

not previously recorded  —  (1)  (5)  —  (6) 
Balance at March 31, 2023 $ — $ (12) $ (10) $ — $ (22) 

Increase in allowance related to purchases  —  (2)  —  —  (2) 
Reduction in allowance related to dispositions  —  1  —  —  1 
Allowance on securities that had an allowance 

recorded in a previous period  —  6  2  —  8 
Allowance on securities where credit losses were 

not previously recorded  —  (15)  (1)  (1)  (17) 
Balance at June 30, 2023 $ — $ (22) $ (9) $ (1) $ (32) 

Successor

U.S. State and 
Political 

Subdivisions
Corporate Debt 

Securities
Collateralized 
Debt Securities

Residential 
Mortgage 
Backed 

Securities Total
Balance at May 25, 2022 $ — $ (28) $ (4) $ — $ (32) 

Reduction in allowance related to disposition  —  28  4  —  32 
Allowance on securities that had an allowance 

recorded in a previous period  —  —  —  —  — 
Balance at June 30, 2022 $ — $ — $ — $ — $ — 

Predecessor

U.S. State and 
Political 

Subdivisions
Corporate Debt 

Securities
Collateralized 
Debt Securities

Residential 
Mortgage Backed 

Securities Total
Balance at January 1, 2022 $ — $ (7) $ (3) $ — $ (10) 

Increase in allowance related to purchases  —  (10)  —  —  (10) 

Reduction in allowance related to dispositions  —  —  —  —  — 
Allowance on securities that had an allowance 
recorded in a previous period  —  1  (1)  —  — 
Allowance on securities where credit losses were 
not previously recorded  —  (8)  —  —  (8) 

Balance at March 31, 2022 $ — $ (24) $ (4) $ — $ (28) 

Reduction in allowance related to disposition  —  24  4  —  28 
Allowance on securities that had an allowance 

recorded in a previous period  —  —  —  —  — 
Allowance on securities where credit losses were 

not previously recorded  —  —  —  —  — 
Balance at May 24, 2022 $ — $ — $ — $ — $ — $ — 
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Credit Quality Indicators

The Company monitors the credit quality of bonds available-for-sale through the use of credit ratings provided by third party 
rating agencies, which are updated on a monthly basis. Information is also gathered regarding the asset performance of available-
for-sale bonds. The two traditional metrics for assessing interest rate risks are interest-coverage ratios and capitalization ratios, 
which can also be used in the assessment of credit risk. These risks are mitigated through the diversification of bond 
investments. Categories of diversification include credit ratings, geographic locations, maturities, and market sector.
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Note 5 – Mortgage Loans

Generally, commercial mortgage loans are secured by first liens on income-producing real estate. American National attempts to 
maintain a diversified portfolio by considering both the location of the underlying collateral as well as the type of mortgage loan. 
The geographic categories come from the U.S. Census Bureau's "Census Regions and Divisions of the United States." 

The distribution based on carrying amount of mortgage loans by location is as follows (in millions, except percentages):

June 30, 2023 December 31, 2022
Amount Percentage Amount Percentage

East North Central $ 886  15.7 % $ 899  16.2 %
East South Central  45  0.8  66  1.2 
Mountain  1,397  24.7  1,361  24.5 
Pacific  912  16.1  924  16.7 
South Atlantic  984  17.4  967  17.4 
West South Central  1,198  21.2  1,068  19.3 
Other  233  4.1  261  4.7 

Total $ 5,655  100.0 % $ 5,546  100.0 %

As of June 30, 2023 and December 31, 2022, loans in foreclosure and loans foreclosed are as follows (in millions, except number 
of loans):

June 30, 2023 December 31, 2022

Foreclosure and foreclosed
Number of 

Loans
Recorded 

Investment
Number of 

Loans
Recorded 

Investment
In foreclosure  2 $ 52  1 $ 27 
Filed for bankruptcy  —  —  —  — 

Total in foreclosure  2 $ 52  1 $ 27 

Foreclosed  1 $ 27  — $ — 
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The age analysis of past due loans is shown below (in millions, except percentages):

 30-59 Days 
Past Due

60-89 Days 
Past Due

More Than 
90 Days 
Past Due Total Current

Total
June 30, 2023 Amount Percentage
Apartment $ — $ — $ — $ — $ 900 $ 900  15.8 %
Hotel  —  —  —  —  944  944  16.5 
Industrial  —  —  —  —  1,083  1,083  19.0 
Office  —  11  27  38  985  1,023  18.0 
Parking  —  —  —  —  417  417  7.3 
Retail  —  —  25  25  805  830  14.6 
Storage  —  —  —  —  119  119  2.1 
Other  —  —  —  —  382  382  6.7 

Total $ — $ 11 $ 52 $ 63 $ 5,635 $ 5,698  100.0 %
Allowance for credit losses  (43) 

Total, net of allowance $ 5,655 

30-59 Days 
Past Due

60-89 Days 
Past Due

More Than 
90 Days 
Past Due Total Current

Total
December 31, 2022 Amount Percentage
Apartment $ — $ — $ — $ — $ 806 $ 806  14.4 %
Hotel  —  —  —  —  1,009  1,009  18.1 
Industrial  —  13,076  —  —  —  1,043  1,043  18.7 
Office  —  —  27  27  1,105  1,132  20.3 
Parking  —  —  —  —  420  420  7.5 
Retail  —  —  —  —  842  842  15.1 
Storage  —  —  —  —  119  119  2.1 
Other  —  —  —  —  213  213  3.8 

Total $ — $ — $ 27 $ 27 $ 5,557 $ 5,584  100.0 %
Allowance for credit losses  (38) 

Total, net of allowance $ 5,546 

Through the COVID-19 pandemic, American National provided modifications to loans in the form of forbearance of principal and 
interest payments for up to six months, extensions of maturity dates, and/or provisions for interest only payments. As a result of 
improved economic conditions, all loans have been paid in full or have completed the modified terms and returned to the original 
loan agreement as of December 31, 2022, except for three loans. These three loans received additional modifications in the form 
of extended maturity dates or interest only periods. All loans have fully repaid deferred interest on COVID modifications as of 
June 30, 2023.
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Modifications to Borrowers Experiencing Financial Difficulty

The Company may modify the terms of a loan when the borrower is experiencing financial difficulties, as a means to optimize 
recovery of amounts due on the loan. Modifications may involve temporary relief, such as payment forbearance for a short period 
of time (where interest continues to accrue) or may involve more substantive changes to a loan. Changes to the terms of a loan, 
pursuant to a modification agreement, are factored into the analysis of the loan’s expected credit losses, under the allowance 
model applicable to the loan. 

For commercial mortgage loans, modifications for borrowers experiencing financial difficulty are tailored for individual loans and 
may include interest rate relief, maturity extensions or, less frequently, principal forgiveness. For residential mortgage loans, the 
most common modifications for borrowers experiencing financial difficulty, aside from insignificant delays in payment, typically 
involve interest rate relief, deferral of missed payments to the end of the loan term, or maturity extensions.

For the six months ended June 30, 2023, the Company granted additional extensions on five previously restructured loans totaling 
$85.7 million in amortized cost. The loan term modifications ranged from 6 months to 24 months and represented approximately 
1.4% of the portfolio segment.
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Allowance for Credit Losses

Mortgage loans on real estate are stated at unpaid principal balance, adjusted for any unamortized discount, deferred expenses and 
allowances. The allowance for credit losses is based upon the current expected credit loss model. The model considers past loss 
experience, current economic conditions, and reasonable and supportable forecasts of future conditions. Reversion for the 
allowance calculation is implicit in the models used to determine the allowance. The methodology uses a discounted cash flow 
approach based on expected cash flows.

The Predecessor balance of $92.8 million at May 24, 2022 was closed out and the Successor recovered the entire allowance 
balance after the Merger as required by PGAAP guidance. The provision of $34.9 million is the net amount of recovery and 
adjustment for the second quarter of 2022. Refer to Note 1, Nature of Operations, for more information.

The rollforward of the allowance for credit losses for mortgage loans is shown below (in millions):

Successor
Commercial 

Mortgage Loans
Balance at January 1, 2023 $ (38) 

Provision  (11) 
Balance at March 31, 2023  (49) 

Provision  6 
Balance at June 30, 2023 $ (43) 

Successor
Commercial 

Mortgage Loans

Balance at May 25, 2022 $ — 

Provision  (35) 

Balance at June 30, 2022 $ (35) 

Predecessor
Commercial 

Mortgage Loans
Balance at January 1, 2022 $ (97) 

Provision  4 
Balance at March 31, 2022 $ (93) 

Provision  — 
Balance at May 24, 2022 $ (93) 

The increase in allowance from prior year is driven by two loans in foreclosure with anticipated losses of $13.3 million. These 
allowances are partially offset by lower allowances on improving properties.
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The asset and allowance balances for credit losses for mortgage loans by property-type are shown below (in millions):

June 30, 2023 December 31, 2022
Asset Balance Allowance Asset Balance Allowance

Apartment $ 900 $ (2) $ 806 $ (1) 
Hotel  944  (7)  1,010  (6) 
Industrial  1,083  (1)  1,043  (4) 
Office  1,023  (18)  1,132  (17) 
Parking  417  (4)  420  (6) 
Retail  830  (9)  842  (4) 
Storage  119  (1)  119  — 
Other  382  (1)  212  — 

Total $ 5,698 $ (43) $ 5,584 $ (38) 

Credit Quality Indicators

Mortgage loans are segregated by property-type and quantitative and qualitative allowance factors are applied. Qualitative factors 
are developed quarterly based on the pooling of assets with similar risk characteristics and historical loss experience adjusted for 
the expected trend in the current market environment. Credit losses are pooled by property-type as it represents the most similar 
and reliable risk characteristics in our portfolio. The amortized cost of mortgage loans by year of origination by property-type are 
shown below (in millions):

Amortized Cost Basis by Origination Year
2023 2022 2021 2020 2019 Prior Total

Apartment $ — $ 379 $ 197 $ 83 $ 140 $ 101 $ 900 
Hotel  25  218  32  39  130  500  944 
Industrial  —  309  177  217  130  250  1,083 
Office  —  89  5  24  46  859  1,023 
Parking  —  55  29  27  13  293  417 
Retail  —  233  117  65  35  380  830 
Storage  —  8  21  36  38  16  119 
Other  105  137  45  —  28  67  382 

Total $ 130 $ 1,428 $ 623 $ 491 $ 560 $ 2,466 $ 5,698 
Allowance for credit losses  (43) 

Total, net of allowance $ 5,655 

Generally, mortgage loans are secured by first liens on income-producing real estate with a loan-to-value ratio of up to 75%. It is 
the Company's policy to not accrue interest on loans that are 90 days delinquent and where amounts are determined to be 
uncollectible. At June 30, 2023, two commercial loans were past due over 90 days or in non-accrual status.

Off-Balance Sheet Credit Exposures

The Company has off-balance sheet credit exposures related to non-cancellable unfunded commitment amounts on commercial 
mortgage loans. We estimate the allowance for these exposures by applying the allowance rate we computed for each property 
type to the related outstanding commitment amounts. As of June 30, 2023, we have included a $1.4 million liability in other 
liabilities on the condensed consolidated statements of financial position based on unfunded loan commitments of $553.6 million.
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Note 6 - Real Estate and Other Investments

The carrying amount of investment real estate, net of accumulated depreciation, and real estate partnerships by property-type and 
geographic distribution are as follows (in millions, except percentages):

June 30, 2023 December 31, 2022
Amount Percentage Amount Percentage

Hotel $ 85  7.0 % $ 77  7.5 %
Industrial  161  13.3  168  16.2 
Land  48  4.0  48  4.7 
Office  384  31.6  243  23.5 
Retail  211  17.4  212  20.5 
Apartments  321  26.4  254  24.5 
Other  3  0.3  34  3.1 

Total $ 1,213  100.0 % $ 1,036  100.0 %

 June 30, 2023 December 31, 2022
Amount Percentage Amount Percentage

East North Central $ 104  8.6 % $ 98  9.5 %
East South Central  25  2.0  28  2.7 
Mountain  235  19.4  240  23.1 
Pacific  173  14.2  160  15.5 
South Atlantic  199  16.4  88  8.5 
West South Central  404  33.3  371  35.8 
Other  73  6.1  51  4.9 

Total $ 1,213  100.0 % $ 1,036  100.0 %

As of June 30, 2023, no real estate investments met the criteria as held-for-sale.

Consolidated VIEs

American National regularly invests in real estate partnerships and frequently participates in the design with the sponsor, but in 
most cases, its involvement is limited to financing. Some of these partnerships have been determined to be variable interest 
entities (“VIEs”). In certain instances, in addition to an economic interest in the entity, American National holds the power to 
direct significant activities of the entity and is deemed the primary beneficiary. The assets of the consolidated VIEs are restricted 
and must first be used to settle their liabilities. Creditors or beneficial interest holders of these VIEs have no recourse to the 
general credit of American National, as American National’s obligation is limited to the amount of its committed investment. 
American National has not provided financial or other support to the VIEs in the form of liquidity arrangements, guarantees, or 
other commitments to third-parties that may affect the fair value or risk of its variable interest in the VIEs in 2023 or 2022.
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The assets and liabilities relating to the VIEs included in the condensed consolidated financial statements are as follows (in 
millions):

June 30, 2023 December 31, 2022
Fixed maturity securities, bonds available-for-sale, at estimated fair value $ 405 $ — 
Mortgage loans on real estate, net of allowance for credit losses  75  — 
Real estate and real estate partnerships, net of accumulated depreciation  261  132 
Investment funds  1,053  800 
Short-term investments  1  1 

Total investments  1,795  933 
Cash and cash equivalents  14  13 
Premiums due and other receivables  2  2 
Other assets  33  14 

Total assets of consolidated VIEs $ 1,844 $ 962 
Notes payable  158  151 
Other liabilities  67  11 

Total liabilities of consolidated VIEs $ 225 $ 162 

The notes payable in the condensed consolidated statements of financial position pertain to the borrowings of the consolidated 
VIEs. The liability of American National relating to notes payable of the consolidated VIEs is limited to the amount of its direct 
or indirect investment in the respective ventures, which totaled $10.1 million  and $10.5 million at June 30, 2023 and 
December 31, 2022, respectively.

The total long-term notes payable of the consolidated VIEs consists of the following (in millions):

Interest rate Maturity June 30, 2023 December 31, 2022
LIBOR or Equivalent 2023 $ 11 $ 11 
4.18% fixed 2024  61  62 
3.25% 2026  7  6 
1M SOFR + 2.5%, Rate Floor 3.5% 2029  73  72 

Total notes payable of ANTAC consolidated VIEs $ 152 $ 151 
Other notes payable 6  — 

Total notes payable of consolidated VIEs $ 158 $ 151 

Unconsolidated VIEs
 June 30, 2023 December 31, 2022

 
Carrying 
Amount

Maximum 
Exposure 

to Loss
Carrying 
Amount

Maximum 
Exposure 

to Loss
Real estate and real estate partnerships $ 331 $ 331 $ 317 $ 317 
Mortgage loans on real estate  588  588  601  601 
Accrued investment income  2  2  2  2 

American National’s equity in earnings of real estate partnerships is the Company’s share of operating earnings and realized gains 
from investments in real estate joint ventures and other limited partnership interests (“joint ventures”) using the equity method of 
accounting. 

The Company’s total investment in investment funds, real estate partnerships, and other partnerships of which substantially all are 
limited liability companies ("LLCs") or limited partnerships, was comprised of $2.5 billion and $1.7 billion at June 30, 2023 and 
December 31, 2022, respectively.
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Note 7 – Derivative Instruments

American National purchases over-the-counter equity-indexed options as economic hedges against fluctuations in the equity 
markets to which equity-indexed products are exposed. These options are not designated as hedging instruments for accounting 
purposes under GAAP. Equity-indexed contracts include a fixed host universal-life insurance or annuity contract and an equity-
indexed embedded derivative. The detail of derivative instruments is shown below (in millions, except number of instruments): 

Derivatives Not Designated as 
Hedging Instruments

Location in the Condensed 
Consolidated Statements 
of Financial Position

June 30, 2023 December 31, 2022
Number of 

Instruments
Notional 
Amounts

Estimated 
Fair Value

Number of 
Instruments

Notional 
Amounts

Estimated 
Fair Value

Equity-indexed options Other invested assets  604 $ 3,859 $ 215  531 $ 3,773 $ 121 
Equity-indexed embedded 
derivative

Policyholders’ account 
balances  136,254  3,695  809  134,505  3,658  726 

Derivatives Not 
Designated as 
Hedging 
Instruments

Location in the 
Condensed 
Consolidated 
Statements of 
Operations

Gains (Losses) Recognized in Income on Derivatives

QTD YTD

Successor Successor Predecessor Successor Successor Predecessor

Three months 
ended June 

30, 2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
April 1, 2022 
through May 

24, 2022

Six months 
ended June 

30, 2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
January 1, 

2022 through 
May 24, 2022

Equity-indexed 
options

Net investment 
income $ (47) $ (20) $ (92) $ (71) $ (20) $ (128) 

Equity-indexed 
embedded derivative

Interest credited to 
policyholders’ 
account balances  (51)  24  57  (72)  24  97 

The Company’s use of derivative instruments exposes it to credit risk in the event of non-performance by counterparties. The 
Company has a policy of only dealing with counterparties it believes are creditworthy and obtaining sufficient collateral where 
appropriate, as a means of mitigating the financial loss from defaults. The Company holds collateral in cash and notes secured by 
U.S. government-backed assets. The non-performance risk is the net counterparty exposure based on fair value of open contracts 
less fair value of collateral held. The Company maintains master netting agreements with its current active trading partners. A 
right of offset has been applied to collateral that supports credit risk and has been recorded in the condensed consolidated 
statements of financial position as an offset to “Other invested assets” with an associated payable to “Other liabilities” for excess 
collateral.
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Information regarding the Company’s exposure to credit loss on the options it holds is presented below (in millions):

  June 30, 2023

Counterparty
Moody/S&P 

Rating
Options Fair 

Value
Collateral 

Held in Cash

Collateral 
Held in 
Invested 
Assets

Total 
Collateral 

Held

Collateral 
Amounts 
Used to 
Offset 

Exposure
Excess 

Collateral

Exposure 
Net of 

Collateral
Bank of America A2/A- $ 20 $ 19 $ — $ 19 $ 19 $ — $ 1 
Barclays Baa2/BBB  42  32  10  42  42  —  — 
Credit Suisse Baa1/BBB  21  20  —  20  20  —  1 
ING Baa1/A-  9  10  —  10  9  1  — 
JP Morgan Chase A1/A-  5  —  —  —  —  —  5 
Morgan Stanley A1/A-  40  35  6  41  40  1  — 
NATIXIS* A1/A  6  6  —  6  6  —  — 
Truist A3/A-  49  47  5  52  49  3  — 
Wells Fargo A1/BBB+  23  25  —  25  23  2  — 
       Total $ 215 $ 194 $ 21 $ 215 $ 208 $ 7 $ 7 

  December 31, 2022

Counterparty
Moody/S&P 

Rating
Options Fair 

Value
Collateral 

Held in Cash

Collateral 
Held in 
Invested 
Assets

Total 
Collateral 

Held

Collateral 
Amounts 
Used to 
Offset 

Exposure
Excess 

Collateral

Exposure 
Net of 

Collateral
Bank of America A2/A- $ 5 $ 5 $ — $ 5 $ 5 $ — $ — 
Barclays Baa2/BBB  27  17  10  27  27  —  — 
Credit Suisse Baa1/BBB+  6  5  —  5  5  —  1 
ING Baa1/A-  9  9  —  9  9  —  — 
Morgan Stanley A1/BBB+  23  17  6  23  23  —  — 
NATIXIS* A1/A  19  19  —  19  19  —  — 
Truist A3/A-  22  18  5  23  22  1  — 
Wells Fargo A1/BBB+  10  10  —  10  10  —  — 
       Total $ 121 $ 100 $ 21 $ 121 $ 120 $ 1 $ 1 

* Collateral is prohibited from being held in invested assets.
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Note 8 – Net Investment Income and Realized Investment Gains (Losses) 

Net investment income is shown below (in millions):

QTD YTD
 Successor Successor Predecessor Successor Successor Predecessor

 

Three months 
ended June 30, 

2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
April 1, 2022 
through May 

24, 2022

Six months 
ended June 30, 

2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
January 1, 2022 

through May 
24, 2022

Bonds $ 167 $ 57 $ 85 $ 324 $ 57 $ 223 
Short-term investments  58  6  4  92  6  4 
Equity securities  —  —  —  —  —  1 
Mortgage loans  73  24  40  142  24  123 
Real estate and real estate 
partnerships  —  22  56  20  22  111 
Investment funds  31  7  16  50  7  34 
Equity-indexed options  47  (20)  (92)  71  (20)  (128) 
Other invested assets  6  5  6  24  5  17 

Total $ 382 $ 101  115 $ 723 $ 101 $ 385 

Net investment income from equity method investments, comprised of real estate partnerships and investment funds was $29.9 
million and $99.4 million for the three months ended June 30, 2023 and 2022, respectively. Net investment income from equity 
method investments, comprised of real estate partnerships and investment funds was $65.6 million and $169.6 million for the six 
months ended June 30, 2023 and 2022, respectively.

Net realized investment gains (losses) are shown below (in millions):

QTD YTD
 Successor Successor Predecessor Successor Successor Predecessor

 

Three months 
ended June 30, 

2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
April 1, 2022 
through May 

24, 2022

Six months 
ended June 30, 

2023

Period from 
May 25, 2022 
through June 

30, 2022

Period from 
January 1, 2022 

through May 
24, 2022

Bonds $ (23) $ — $ 3 $ (48) $ — $ 10 
Mortgage loans  (6)  —  —  (6)  —  — 
Real estate  1  1  8  4  1  11 
Other invested assets  —  —  —  —  —  — 

Total $ (28) $ 1 $ 11 $ (50) $ 1 $ 21 
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Note 9 – Fair Value of Financial Instruments

The carrying amount and fair value of financial instruments are shown below (in millions):

 June 30, 2023 December 31, 2022
Carrying 
Amount Fair Value

Carrying 
Amount Fair Value

Financial assets
      Fixed maturity, bonds available-for-sale  12,804  12,804  13,513  13,513 

Equity securities  251  251  428  428 
Equity-indexed options, included in other invested assets  215  215  121  121 
Mortgage loans on real estate, net of allowance  5,655  5,446  5,546  5,307 
Policy loans  380  380  374  374 
Short-term investments  3,347  3,347  1,837  1,837 
Separate account assets ($1,115 and $1,013 included in fair value hierarchy)  1,145  1,145  1,045  1,045 
Separately managed accounts, included in other invested assets  127  127  127  127 

                Total financial assets $ 23,924 $ 23,715 $ 22,991 $ 22,752 
Financial liabilities

Investment contracts $ 11,508 $ 11,508  9,780  9,780 
Embedded derivative liability for equity-indexed contracts  809  809  726  726 
Notes payable  158  158  151  151 
Separate account liabilities ($1,115 and $1,013 included in fair value 

hierarchy)  1,145  1,145  1,045  1,045 
                Total financial liabilities $ 13,620 $ 13,620 $ 11,702 $ 11,702 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability. A fair value hierarchy is used 
to determine fair value based on a hypothetical transaction at the measurement date from the perspective of a market participant. 
American National has evaluated the types of securities in its investment portfolio to determine an appropriate hierarchy level 
based upon trading activity and the observability of market inputs. The classification of assets or liabilities within the fair value 
hierarchy is based on the lowest level of significant input to its valuation. The input levels are defined as follows:

Level 1  Unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2  Quoted prices in markets that are not active or inputs that are observable directly or indirectly. Level 2 inputs include 
quoted prices for similar assets or liabilities other than quoted prices in Level 1; quoted prices in markets that are not 
active; or other inputs that are observable or can be derived principally from or corroborated by observable market data 
for substantially the full term of the assets or liabilities.

Level 3  Unobservable inputs that are supported by little or no market activity and are significant to the fair value of the assets 
or liabilities. Unobservable inputs reflect American National’s own assumptions about the assumptions that market 
participants would use in pricing the asset or liability. Level 3 assets and liabilities include financial instruments whose 
values are determined using pricing models and third-party evaluation, as well as instruments for which the 
determination of fair value requires significant management judgment or estimation.
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Valuation Techniques for Financial Instruments Recorded at Fair Value

Fixed Maturity Securities and Equity Options—American National utilizes a pricing service to estimate fair value 
measurements. The fair value for fixed maturity securities that are disclosed as Level 1 measurements are based on unadjusted 
quoted market prices for identical assets that are readily available in an active market. The estimates of fair value for most fixed 
maturity securities, including municipal bonds, provided by the pricing service are disclosed as Level 2 measurements as the 
estimates are based on observable market information rather than market quotes. The pricing service utilizes market quotations for 
fixed maturity securities that have quoted prices in active markets. Since fixed maturity securities generally do not trade on a daily 
basis, the pricing service prepares estimates of fair value measurements for these securities using its proprietary pricing 
applications, which include available relevant market information, benchmark curves, benchmarking of like securities, sector 
groupings and matrix pricing. Additionally, an option adjusted spread model is used to develop prepayment and interest rate 
scenarios.

The pricing service evaluates each asset class based on relevant market information, credit information, perceived market 
movements and sector news. The market inputs utilized in the pricing evaluation, listed in the approximate order of priority, 
include: benchmark yields, reported trades, pricing source quotes, issuer spreads, two-sided markets, benchmark securities, bids, 
offers, reference data, and economic events. The extent of the use of each market input depends on the asset class and the market 
conditions. Depending on the security, the priority of the use of inputs may change or some market inputs may not be relevant. 
For some securities, additional inputs may be necessary.

American National has reviewed the inputs and methodology used and the techniques applied by the pricing service to produce 
quotes that represent the fair value of a specific security. The review confirms that the pricing service is utilizing information from 
observable transactions or a technique that represents a market participant’s assumptions. American National does not adjust 
quotes received from the pricing service. The pricing service utilized by American National has indicated that they will only 
produce an estimate of fair value if there is objectively verifiable information available.

American National holds a small amount of private placement debt and fixed maturity securities that have characteristics that 
make them unsuitable for matrix pricing. For these securities, a quote from an independent pricing source (typically a market 
maker) is obtained. Due to the disclaimers on the quotes that indicate the price is indicative only, American National includes 
these fair value estimates in Level 3.

For securities priced using a quote from an independent pricing source, such as the equity-indexed options and certain fixed 
maturity securities, American National uses a market-based fair value analysis to validate the reasonableness of prices received. 
Price variances above a certain threshold are analyzed further to determine if any pricing issue exists. This analysis is performed 
quarterly.

Equity Securities—For publicly-traded equity securities, prices are received from a nationally recognized pricing service that are 
based on observable market transactions, and these securities are classified as Level 1 measurements. For certain preferred stock, 
current market quotes in active markets are unavailable. In these instances, an estimated fair value is received from the pricing 
service. The service utilizes similar methodologies to price preferred stocks as it does for fixed maturity securities. If applicable, 
these estimates would be disclosed as Level 2 measurements. American National tests the accuracy of the information provided 
by reference to other services annually.

Short-term Investments—Short-term investments are primarily commercial paper rated A2 or P2 or better by Standard & Poor's 
and Moody's, respectively. Commercial paper is carried at amortized cost which approximates fair value. These investments are 
classified as Level 2 measurements. 
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Separate Account Assets and Liabilities—Separate account assets and liabilities are funds that are held separate from the 
general assets and liabilities of American National. Separate account assets include funds representing the investments of variable 
insurance product contract holders, who bear the investment risk of such funds. Investment income and investment gains and 
losses from these separate funds accrue to the benefit of the contract holders. American National reports separately, as assets and 
liabilities, investments held in such separate accounts and liabilities of the separate accounts if (i) such separate accounts are 
legally recognized; (ii) assets supporting the contract liabilities are legally insulated from American National’s general account 
liabilities; (iii) investments are directed by the contract holder; and (iv) all investment performance, net of contract fees and 
assessments, is passed through to the contract holder. In addition, American National's qualified pension plan assets are included 
in separate accounts. The assets of these accounts are carried at fair value. Deposits, net investment income and realized 
investment gains and losses for these accounts are excluded from revenues, and related liability increases are excluded from 
benefits and expenses in the condensed consolidated statements of operations. Separate accounts are established in conformity 
with insurance laws and are not chargeable with liabilities that arise from any other business of American National.

The separate account assets included on the quantitative disclosures fair value hierarchy table are comprised of short-term 
investments, equity securities, and fixed maturity bonds available-for-sale. Equity securities are classified as Level 1 
measurements. Short-term investments and fixed maturity securities are classified as Level 2 measurements. These classifications 
for separate account assets reflect the same fair value level methodologies as listed above as they are derived from the same 
vendors and follow the same process. 

The separate account assets also include cash and cash equivalents, investment funds, accrued investment income, and receivables 
for securities. These are not financial instruments and are not included in the quantitative disclosures of fair value hierarchy table.

The balances and changes in separate account assets and liabilities for the six months ended June 30, 2023 were as follows (in 
millions):

June 30, 2023

Variable Life
Variable 
Annuities Pension Total

Balance, beginning of year $ 230 $ 350 $ 465 $ 1,045 
 Premiums and deposits  6  32  1  39 
 Policy charges  (5)  (2)  —  (7) 
 Surrenders and withdrawals  (9)  (38)  —  (47) 
 Benefit payments  —  —  (12)  (12) 
 Investment performance  32  39  57  128 
Net transfers from (to) general account  —  —  (1)  (1) 
 Balance, end of period $ 254 $ 381 $ 510 $ 1,145 

 Cash Surrender Value $ 274 $ 376 $ — $ 650 

Embedded Derivatives—The amounts reported within policyholder contract deposits include equity linked interest crediting 
rates based on the S&P 500 within indexed annuities and indexed life. The following unobservable inputs are used for measuring 
the fair value of the embedded derivatives associated with the policyholder contract liabilities:

• Lapse rate assumptions are determined by company experience. Lapse rates are generally assumed to be lower during a 
contract’s surrender charge period and then higher once the surrender charge period has ended. Decreases to the assumed 
lapse rates generally increase the fair value of the liability as more policyholders persist to collect the crediting interest 
pertaining to the indexed product. Increases to the lapse rate assumption decrease the fair value.

• Mortality rate assumptions vary by age and gender based on company and industry experience. Decreases to the assumed 
mortality rates increase the fair value of the liabilities as more policyholders earn crediting interest. Increases to the 
assumed mortality rates decrease the fair value as higher decrements reduce the potential for future interest credits.

• Equity volatility assumptions begin with current market volatilities and grow to long-term values. Increases to the 
assumed volatility will increase the fair value of liabilities, as future projections will produce higher increases in the 
linked index. At June 30, 2023 and December 31, 2022, the one year implied volatility used to estimate embedded 
derivative value was 11.0% and 23.4%, respectively.
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Fair values of indexed life and annuity liabilities are calculated using the discounted cash flow technique. Shown below are the 
significant unobservable inputs used to calculate the Level 3 fair value of the embedded derivatives within policyholder contract 
deposits (in millions, except range percentages):

 Fair Value  Range
 June 30, 2023 December 31, 2022 Unobservable Input June 30, 2023 December 31, 2022
Security type 

Embedded derivative 
Indexed Annuities $ 766 $ 714 Lapse Rate 1-50% 1-50%

Mortality Multiplier 100% 100%
Equity Volatility 10-64% 16-66%

Indexed Life $ 43 $ 12 Equity Volatility 14-62% 16-66%

Quantitative Disclosures

The fair value hierarchy measurements of the financial instruments are shown below (in millions):

Assets and Liabilities Carried at Fair Value by Hierarchy Level at June 30, 2023

 Total Fair Value Level 1 Level 2 Level 3
Financial assets

Fixed maturity, bonds available-for-sale
U.S. treasury and government $ 65 $ 65 $ — $ — 
U.S. states and political subdivisions  811  —  811  — 
Foreign governments  9  —  9  — 
Corporate debt securities  10,229  —  8,652  1,577 
Residential mortgage-backed securities  122  —  122  — 
Collateralized debt securities  1,568  —  372  1,196 

Total bonds available-for-sale $ 12,804 $ 65 $ 9,966 $ 2,773 
Equity securities

Common stock  199  193  — $ 6 
Preferred stock  52  22  —  30 

Total equity securities $ 251 $ 215 $ — $ 36 
Options  215  —  —  215 
Short-term investments  3,347  1,163  —  2,184 
Separate account assets  1,115  372  743  — 
Separately managed accounts  127  —  —  127 

Total financial assets $ 17,859 $ 1,815 $ 10,709 $ 5,335 
Financial liabilities

Embedded derivative for equity-indexed contracts $ 809 $ — $ — $ 809 
Separate account liabilities  1,115  372  743  — 

Total financial liabilities $ 1,924 $ 372 $ 743 $ 809 
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Assets and Liabilities Carried at Fair Value by Hierarchy Level at December 31, 2022

 Total Fair Value Level 1 Level 2 Level 3
Financial assets

Fixed maturity, bonds available-for-sale
U.S. treasury and government $ 40 $ 40 $ — $ — 
U.S. states and political subdivisions  855  —  855  — 
Foreign governments  9  —  9  — 
Corporate debt securities  11,258  —  10,525  733 
Residential mortgage-backed securities  127  —  127 
Collateralized debt securities  1,224  —  362  862 

Total bonds available-for-sale $ 13,513 $ 40 $ 11,878 $ 1,595 
Equity securities

Common stock  372  203  —  169 
Preferred stock  57  22  —  35 

Total equity securities $ 429 $ 225 $ — $ 204 
Options  121  —  —  121 
Short-term investments  1,837  595  —  1,242 
Separate account assets  1,013  314  699  — 
Separately managed accounts  127  —  —  127 

Total financial assets $ 17,040 $ 1,174 $ 12,577 $ 3,289 
Financial liabilities

Embedded derivative for equity-indexed contracts $ 726 $ — $ — $ 726 
Separate account liabilities  1,013  314  699  — 

Total financial liabilities $ 1,739 $ 314 $ 699 $ 726 
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For financial instruments measured at fair value on a recurring basis using Level 3 inputs during the period, a reconciliation of the 
beginning and ending balances is shown below (in millions):

 Level 3
 Three months ended June 30, 2023
 Assets Liability

Successor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning Balance $ 4,292 $ 167 $ 127 $ 784 
Net gain for derivatives and bonds included in net investment 
income  11  47  —  — 
Net change included in interest credited  —  —  —  51 
Net fair value change included in other comprehensive income  —  —  (1)  — 
Purchases, sales and settlements or maturities

Purchases  819  30  3  — 
Sales  (629)  —  (2)  — 
Settlements or maturities  —  (29)  —  — 

Premiums less benefits  —  —  —  (26) 
Ending balance at June 30, 2023 $ 4,493 $ 215 $ 215 $ 127 $ 809 

 Level 3
 Six months ended June 30, 2023
 Assets Liability

Successor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning Balance $ 3,039 $ 121 $ 127 $ 726 
Net gain for derivatives and bonds included in net investment 
income  96  71  —  — 
Net change included in interest credited  —  —  —  72 
Net fair value change included in other comprehensive income  —  —  (1)  — 
Purchases, sales and settlements or maturities

Purchases  2,224  61  12  — 
Sales  (866)  —  (11)  — 
Settlements or maturities  —  (38)  —  — 

Premiums less benefits  —  —  —  11 
Ending balance at June 30, 2023 $ 4,493 $ 215 $ 127 $ 809 

 Level 3
 Period from May 25, 2022 through June 30, 2022
 Assets Liability

Successor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning balance $ 376 $ 115 $ 113 $ 745 
Net gain (loss) for derivatives included in net investment income  —  (20)  —  — 
Net change included in interest credited  —  —  —  (24) 
Net fair value change included in other comprehensive income  —  —  —  — 
Purchases, sales and settlements or maturities

Purchases  368  8  11  — 
Sales  (3)  —  (6)  — 
Settlements or maturities  —  (2)  —  — 

Premiums less benefits  —  —  —  3 
Ending balance at June 30, 2022 $ 741 $ 101 $ 118 $ 724 
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 Level 3
 Period from April 1, 2022 through May 24, 2022
 Assets Liability

Predecessor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning balance $ 291 $ 205 $ 105 $ 795 
Net loss for derivatives included in net investment income  —  (92)  —  — 
Net change included in interest credited  —  —  —  (57) 
Net fair value change included in other comprehensive income  —  —  —  — 
Purchases, sales and settlements or maturities

Purchases  116  20  10  — 
Sales  (30)  —  (2)  — 
Settlements or maturities  —  (19)  —  — 

Premiums less benefits  —  —  —  7 
Ending balance at May 24, 2022 $ 377 $ 114 $ 113 $ 745 

 Level 3
 Period from January 1, 2022 through May 24, 2022
 Assets Liability

Predecessor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning balance $ 281 $ 259 $ 100 $ 833 

Net loss for derivatives included in net investment income  —  (128)  —  — 
Net change included in interest credited  —  —  —  (97) 

Net fair value change included in other comprehensive income  —  —  —  — 
Purchases, sales and settlements or maturities

Purchases  146  44  23  — 
Sales  (50)  —  (10)  — 
Settlements or maturities  —  (61)  —  — 

Premiums less benefits  —  —  —  9 
Ending balance at May 24, 2022 $ 377 $ 114 $ 113 $ 745 

Within the net gain (loss) for derivatives included in net investment income were unrealized losses of $83.0 million and 
unrealized gains of $19.6 million, relating to assets still held at June 30, 2023 and 2022, respectively.

There were no transfers between Level 1 and Level 2 fair value hierarchies during the periods presented. American National’s 
valuation of financial instruments categorized as Level 3 in the fair value hierarchy are based on valuation techniques that use 
significant inputs that are unobservable or had a decline in market activity that obscured observability. The indicators considered 
in determining whether a significant decrease in the volume and level of activity for a specific asset has occurred include the level 
of new issuances in the primary market, trading volume in the secondary market, the level of credit spreads over historical levels, 
applicable bid-ask spreads, and price consensus among market participants and other pricing sources.  Level 3 assets and 
liabilities include financial instruments whose values are determined using pricing models and discounted cash flow methodology 
based on spread/yield assumptions. Approximately $575 million of level 3 securities were priced by third party services in the 
successor periods presented.

Equity-index Options—Certain over the counter equity options are valued using models that are widely accepted in the financial 
services industry. These are categorized as Level 3 as a result of the significance of non-market observable inputs such as 
volatility and forward price/dividend assumptions. Other primary inputs include interest rate assumptions (risk-free rate 
assumptions), and underlying equity quoted index prices for identical or similar assets in markets that exhibit less liquidity 
relative to those markets.
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The following summarizes the fair value (in millions), valuation techniques and unobservable inputs of the Level 3 fair value 
measurements:

Fair Value at 
June 30, 2023 Valuation Technique Unobservable Input

Range/Weighted 
Average

Security type
Investment securities

Common stock $ 1 Guideline public company method (1) Recurring Revenue Multiple 6.3x
LTM EBITDA Multiple 0

CVM 0
LTM Revenue Multiple 2.1x
NCY Revenue Multiple 0
NCY Cash Flow Multiple 5.0x
NCY  EBITDA Multiple 0

Preferred stock  5 Guideline public company method LTM Revenue Multiple (4) 4x
CVM Priced at cost, LTM EBITDA 

Multiple
0

NCY Revenue Multiple 0
LTM EBITDA Multiple 12.7x
NCY CF Multiple 5x
Term (Years) 1.1
LTM EBITDA (est.) Multiple 7.5x
NCY EBITDA Multiple 0
NTM Adj. EBITDA Multiple 9x
NCY Cash Flow Multiple 5x
Option pricing method, Volatility 73.6x
Market Transaction 0

Bonds  331 Priced at cost
Separately managed accounts $ 127 Discounted cash flows (yield analysis) Discount rate 8.80-18.50%

CVM NCY EBITDA 0x
Market transaction N/A

Fair Value at 
December 31, 2022 Valuation Technique Unobservable Input

Range/Weighted 
Average

Security type
Investment securities

Common stock $ 1 Guideline public company method (1) LTM Revenue Multiple 3xx
CVM NCY Revenue Multiple (6) 0.6x

NCY  EBITDA Multiple 5.5x
LQA Recurring Revenue 
Multiple (7)

7.25

Preferred stock $ 5 Guideline public company method LTM Revenue Multiple (4) 5.4x
CVM NCY Revenue Multiple 6.82x

LTM EBITDA Multiple 5.50x
NCY EBITDA Multiple (8) 5.50x

Bonds $ 312 Priced at cost Coupon rate 4.00-11.13%
Separately managed accounts $ 127 Discounted cash flows (yield analysis) Discount rate 7.60-21.10%

CVM NCY EBITDA 0x
Market transaction N/A

(1) Guideline public company method uses price multiples from data on comparable public companies. Multiples are then adjusted to account for differences between what is being 
valued and comparable firms.

(2) Recurring Revenue Multiple for the most relevant period of time, measures the value of the equity or a business relative to the revenues it generates.
(3) Last Twelve Months (“LTM”) EBITDA Multiple valuation metric shows earnings before interest, taxes, depreciation and amortization ("EBITDA") adjustments for the past 12 

month period.
(4) LTM Revenue Multiple valuation metric shows revenue for the past 12 month period.
(5) Next Calendar Year (“NCY”) EBITDA Multiple is the forecasted EBITDA expected to be achieved over the next calendar year.
(6) NCY Revenue forecast revenue over the next calendar year.
(7) Last quarter annualized recurring revenue.  Total recurring revenue realized during the previous quarter multiplied by 4.
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Investment Securities—These bonds use cost as the best estimate of fair value. They are valued at cost because the value would 
not change unless there is a fundamental deterioration in the portfolio. There is no observable market valuation price or third-
party sources that provide market values for these securities since they are not publicly traded. The common and preferred stock 
are valued at market transaction, option pricing method, or guideline public company method based on the best available 
information.

Separately Managed Accounts—The separately managed account manager uses the mid-point of a range from a third-party to 
price these securities. Discounted cash flows (yield analysis) and market transactions approach are used in the valuation. They use 
discount rate which is considered an unobservable input.

Fair Value Information About Financial Instruments Not Recorded at Fair Value

Information about fair value estimates for financial instruments not measured at fair value is discussed below:

Mortgage Loans—The fair value of mortgage loans is estimated using discounted cash flow analyses on a loan-by-loan basis by 
applying a discount rate to expected cash flows from future installment and balloon payments. The discount rate takes into 
account general market trends and specific credit risk trends for the individual loan. Factors used to arrive at the discount rate 
include inputs from spreads based on U.S. Treasury notes and the loan’s credit quality, region, property-type, lien priority, 
payment type and current status.

Policy Loans—The carrying value of policy loans is the outstanding balance plus any accrued interest. Due to the collateralized 
nature of policy loans such that they cannot be separated from the policy contracts, the unpredictable timing of repayments and 
the fact that settlement is at outstanding value, American National believes the carrying value of policy loans approximates fair 
value.

Investment Contracts—The carrying value of investment contracts is equivalent to the accrued account balance. The accrued 
account balance consists of deposits, net of withdrawals, net of interest credited, fees and charges assessed and other adjustments. 
American National believes that the carrying value of investment contracts approximates fair value because the majority of these 
contracts’ interest rates reset at anniversary.

Notes Payable—Notes payable are carried at outstanding principal balance. The carrying value of the notes payable approximates 
fair value because the underlying interest rates approximate market rates at the balance sheet date.
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The carrying value and estimated fair value of financial instruments not recorded at fair value on a recurring basis are shown 
below (in millions):

 June 30, 2023
FV Hierarchy 

Level Carrying  Amount Fair Value
Financial assets

Mortgage loans on real estate, net of allowance Level 3 $ 5,655  5,446 
Policy loans Level 3  380  380 

Total financial assets $ 6,035 $ 5,826 
Financial liabilities

Investment contracts Level 3 $ 11,508 $ 11,508 
Long-term debt Level 3  1,497  1,472 
Notes payable Level 3  158  158 

Total financial liabilities $ 13,163 $ 13,138 

December 31, 2022
FV Hierarchy 

Level Carrying  Amount Fair Value
Financial assets

Mortgage loans on real estate, net of allowance Level 3 $ 5,546 $ 5,207 
Policy loans Level 3  374  374 

Total financial assets $ 5,920 $ 5,581 
Financial liabilities

Investment contracts Level 3 $ 9,780 $ 9,780 
Long-term debt Level 3  1,496  1,496 
Notes payable Level 3  151  151 

Total financial liabilities $ 11,427 $ 11,427 
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Note 10 – Deferred Policy Acquisition Costs and Value of Business Acquired

The changes in the asset for DAC and VOBA for the six months ended June 30, 2023 were as follows (in millions):

 Life Annuity Health
Property 

& Casualty Total
Beginning balance at January 1, 2023 $ 397 $ 72 $ 7 $ 185 $ 661 

Additions  116  93  4  227  440 
Amortization  (20)  (7)  (3)  (232)  (262) 

Net change  96  86  1  (5)  178 
Ending balance at June 30, 2023 $ 493 $ 158 $ 8 $ 180 $ 839 

Commissions comprise the majority of additions to deferred policy acquisition costs. 

The changes in negative VOBA for the six months ended June 30, 2023 were as follows:

 Life Annuity Total
Balance at January 1, 2023 $ 712 $ 172 $ 884 

Amortization  (61)  (6)  (67) 
Net change  (61)  (6)  (67) 

Balance at June 30, 2023 $ 651 $ 166 $ 817 

The following table provides the projected VOBA amortization expenses for a five-year period and thereafter (in millions):

Years Asset
2023 $ 17 
2024  31 
2025  28 
2026  25 
2027  22 
Thereafter  262 
Total amortization expense $ 385 

The amortization of the VOBA asset is included in the change in deferred acquisition costs in the consolidated statement of 
operations. 
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Note 11 – Liability for Unpaid Claims and Claim Adjustment Expenses

The liability for unpaid claims and claim adjustment expenses (“claims”) for health and property and casualty insurance is 
included in “Policy and contract claims” in the condensed consolidated statements of financial position and is the amount 
estimated for incurred but not reported (“IBNR”) claims and claims that have been reported but not settled. The liability for 
unpaid claims is estimated based upon American National’s historical experience and actuarial assumptions that consider the 
effects of current developments, anticipated trends and risk management programs, less anticipated salvage and subrogation. The 
effects of the changes are included in the condensed consolidated results of operations in the period in which the changes occur. 
The time value of money is not taken into account for the purposes of calculating the liability for unpaid claims. There have been 
no significant changes in methodologies or assumptions used to calculate the liability for unpaid claims and claim adjustment 
expenses.

Information regarding the liability for unpaid claims is shown below (in millions):
 
 Successor Successor Predecessor

 
Six months ended 

June 30, 2023

Period from May 
25, 2022 through 

June 30, 2022

Period from 
January 1, 2022 
through May 24, 

2022
Unpaid claims balance, beginning $ 1,555 $ 1,496 $ 1,455 

Less: Reinsurance recoverables  305  281  288 
Net beginning balance  1,250  1,215  1,167 
Incurred related to

Current  816  137  562 
Prior years  (22)  (6)  (21) 

Total incurred claims  794  131  541 
Paid claims related to

Current  342  78  225 
Prior years  348  38  268 

Total paid claims  690  116  493 
Net balance  1,354  1,230  1,215 

Plus: Reinsurance recoverables  303  290  281 
Unpaid claims balance, ending $ 1,657 $ 1,520 $ 1,496 

Estimates for ultimate incurred claims attributable to insured events of prior years’ decreased by approximately $22.3 million 
during the first six months of 2023 and decreased by $27.3 million during the same period in 2022. The favorable development in 
2023 during the “Successor” period was a reflection of lower-than-anticipated losses arising from agribusiness, businessowners, 
commercial automotive, and commercial other lines of business. The favorable development in 2022 during the “Predecessor” 
period was a reflection of lower-than-anticipated settlement of losses arising from the guaranteed asset protection waiver line of 
business.

For short-duration health insurance claims, the total of IBNR plus expected development on reported claims included in the 
liability for unpaid claims and claim adjustment expenses at June 30, 2023 and December 31, 2022 was $15.6 million and 
$16.0 million, respectively.
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A reconciliation of the effective tax rate to the statutory federal tax rate is shown below (in millions, except percentages):

QTD YTD
Successor Successor Predecessor Successor Successor Predecessor

 

Three months 
ended June 30, 

2023

Period from May 
25, 2022 through 

June 30, 2022

Period from April 
1, 2022 through 
May 24, 2022

Six months ended 
June 30, 2023

Period from May 
25, 2022 through 

June 30, 2022

Period from 
January 1, 2022 
through May 24,  

2022
 Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate
Total expected 
income tax 
expense at the 
statutory rate $ 25  21.0 % $ 18  21.0 % $ 6  21.0 % $ 27  21.0 % $ 18  21.0 % $ 35  21.0 %

Tax-exempt 
investment 
income  (1)  (0.9)  —  —  (1)  (3.6)  (1)  (0.8)  —  —  (2)  (1.2) 
Tax credits, net  (5)  (4.3)  —  —  (1)  (3.6)  (9)  (6.9)  —  —  (2)  (1.2) 

Low income 
housing tax credit 
expense  1  0.9  —  —  1  3.6  1  0.8  —  —  1  0.6 
Merger 
transaction costs  —  —  1  11.5  3  11.1  —  —  1  11.5  3  1.8 
Deferred tax 
adjustment  —  —  —  —  (2)  (7.1)  —  —  —  —  (2)  (1.2) 
Other items, net  1  1.2  (2)  (13.0)  —  —  1  0.6  (2)  (13.0)  —  — 

Total $ 21  17.9 % $ 17  19.5 % $ 6  21.4 % $ 19  14.7 % $ 17  19.5 % $ 33  19.8 %

For the three and six months ended June 30, 2023, American National received income tax refunds of $1.0 million and $15.9 
million respectively, and made income tax payments of $0.0 million and $2.3 million, respectively.  As of June 30, 2023,                                             
American National had net operating loss carryforwards of $218 million and no material tax credit carryforwards.  Net operating 
loss carryforwards, if not utilized, will expire in 2043.

American National is a party to a tax sharing agreement with its parent, BAMR US Holdings, LLC. In accordance with the 
agreement, if American National has taxable income, it pays its share of the consolidated federal income tax liability to its parent. 
However, if American National incurs a tax loss, the tax benefit is recovered by decreasing subsequent year’s federal income tax 
payments to its parent.

American National’s federal income tax returns for tax years 2018 to 2021 are subject to examination by the Internal Revenue 
Service. In 2021, we filed amended returns for tax years 2017 and 2018 resulting in a tax refund. In April 2022, the IRS
requested, and we accepted, a request to extend the statute of limitations on the 2018 tax year to October 2023 in order to allow 
more time to review our refund claim. Our refunds were received in April 2023. In the opinion of management, all prior year 
deficiencies have been paid or adequate provisions have been made for any tax deficiencies that may be upheld.

As of June 30, 2023, American National had no provision for uncertain tax positions and no provision for penalties or interest. In 
addition, management does not believe there are any uncertain tax benefits that could be recognized within the next twelve 
months that would impact American National’s effective tax rate.
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Note 13 – Accumulated Other Comprehensive Income (Loss)

According to PGAAP Accounting, accumulated other comprehensive income (loss) (“AOCI”), was written off as a result of the 
Merger with Brookfield Reinsurance. The components of and changes in AOCI are shown below (in millions):

Successor

Net Unrealized 
Gains (Losses) 
on Securities

Defined 
Benefit 

Pension Plan 
Adjustments

Foreign 
Currency 

Adjustments

Change in 
Discount 

Rate Used to 
Measure 

LFPB

Change in 
Fair Value 
of Market 

Risk 
Benefits

Accumulated 
Other 

Comprehensive 
Income (Loss)

Beginning balance at January 1, 2023 $ (722) $ 1 $ (1) $ 253 $ 21 $ (448) 
Amounts reclassified from AOCI  30  4  —  —  —  34 
Unrealized gains arising during the period  94  —  —  —  —  94 
Change in discount rates  —  —  —  (43)  —  (43) 
Change in fair value market risk benefits  —  —  —  —  (15)  (15) 

Ending balance at June 30, 2023 $ (598) $ 5 $ (1) $ 210 $ 6 $ (378) 

Net Unrealized 
Gains (Losses) 
on Securities

Defined 
Benefit 

Pension Plan 
Adjustments

Change in 
Discount Rate 

Used to 
Measure LFPB

Change in Fair 
Value of 

Market Risk 
Benefits

Accumulated 
Other 

Comprehensive 
Income (Loss)

Beginning balance at May 25, 2022 $ — $ — $ — $ — $ — 
Amounts reclassified to from AOCI  —  1  —  1 
Unrealized losses arising during the period  (263)  —  —  —  (263) 
Unrealized losses on investments attributable to 

participating policyholders’ interest  7  —  —  —  7 
Change in discount rates  —  —  —  81  81 
Change in fair value market risk benefits  —  —  8  —  8 

Ending balance at June 30, 2022 $ (256) $ 1 $ 8 $ 81 $ (166) 

Predecessor

Net Unrealized 
Gains (Losses) 
on Securities

Defined 
Benefit 

Pension Plan 
Adjustments

Foreign 
Currency 

Adjustments

Accumulated 
Other 

Comprehensive 
Income (Loss)

Beginning balance at January 1, 2022 $ 149 $ 1 $ (3) $ 147 
Amounts reclassified from AOCI  (7)  5  —  (2) 
Unrealized losses arising during the period  (782)  —  —  (782) 
Unrealized adjustment to DAC  157  —  —  157 
Unrealized losses on investments attributable to participating policyholders’ 

interest  11  —  —  11 
Ending balance at May 24, 2022 $ (472) $ 6 $ (3) $ (469) 

Unrealized gains increased during the period ended June 30, 2023 compared to December 31, 2022, as a result of a decrease in the 
benchmark ten-year interest rates, which were 3.82% and 3.87%, respectively.
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Note 14 – Equity and Noncontrolling Interests

Prior to the Merger, ANAT had one class of common stock with a par value of $0.01 per share, with 50,000,000 authorized shares 
and 26,887,200 outstanding shares (including 10,000 shares of restricted stock). On May 25, 2022, the effective date of the 
Merger, each issued and outstanding share of the Company's common stock was converted into the right to receive $190.00 in 
cash without interest pursuant to the Merger Agreement. Refer to Note 1, Nature of Operations, for more information. Subsequent 
to the closing of the merger, and effective September 30, 2022, ANAT converted from a corporation to a limited liability 
company. Following such conversion, there is one outstanding member unit, which is owned by BAMR US Holdings LLC 
("BAMR US"), an indirect wholly owned subsidiary of Brookfield Reinsurance.

Statutory Capital and Surplus

Risk Based Capital (“RBC”) is a measure defined by the National Association of Insurance Commissioners ("NAIC") and is used 
by insurance regulators to evaluate the capital adequacy of American National's insurance subsidiaries. RBC is calculated using 
formulas applied to certain financial balances and activities that consider, among other things, investment risks related to the type 
and quality of investments, insurance risks associated with products and liabilities, interest rate risks and general business risks. 
Insurance companies that do not maintain capital and surplus at a level at least 100% of the company action level RBC are 
required to take certain actions.

American National's insurance subsidiaries prepare financial statements in accordance with statutory accounting practices 
prescribed or permitted by the insurance department of each subsidiary's state of domicile, which include certain components of 
the National Association of Insurance Commissioners’ Codification of Statutory Accounting Principles (“NAIC Codification”). 
NAIC Codification is intended to standardize regulatory accounting and reporting to state insurance departments. However, 
statutory accounting practices continue to be established by individual state laws and permitted practices. Modifications by the 
various state insurance departments may impact the statutory capital and surplus of our insurance subsidiaries.

Statutory accounting differs from GAAP primarily by charging policy acquisition costs to expense as incurred, establishing future 
policy benefit liabilities using different actuarial assumptions, and valuing securities on a different basis. In addition, certain 
assets are not admitted under statutory accounting principles and are charged directly to surplus.

American National has been granted a permitted practice from the Texas Department of Insurance to recognize an admitted asset 
related to the notional value of coverage defined in an excess of loss reinsurance agreement. The permitted practice increases the 
statutory capital and surplus of American National by $563.6 million at June 30, 2023. The statutory capital and surplus of 
American National would have remained above authorized control level RBC had it not used the permitted practice.

One of American National’s insurance subsidiaries has been granted a permitted practice from the Missouri Department of 
Insurance to record as the valuation of its investment in a wholly-owned subsidiary that is the attorney-in-fact for a Texas 
domiciled insurer, the statutory capital and surplus of the Texas domiciled insurer. This permitted practice increases the statutory 
capital and surplus of American National Property And Casualty Company ("ANPAC") by $72.6 million and $79.3 million at 
June 30, 2023 and December 31, 2022, respectively. The statutory capital and surplus of both ANPAC and American National 
Lloyds Insurance Company would have remained above the authorized control level RBC had it not used the permitted practice.

The statutory capital and surplus and net income (loss) of our life and property and casualty insurance entities in accordance with 
statutory accounting practices are shown below (in millions):

June 30, 2023 December 31, 2022
Statutory capital and surplus

Life insurance entities $ 2,089 $ 4,207 
Property and casualty insurance entities  1,706  1,768 

 Three months ended June 30, Six months ended June 30,
 2023 2022 2023 2022
Statutory net income (loss)

Life insurance entities $ (124) $ 38 $ (108) $ 90 
Property and casualty insurance entities  (47)  (37)  (48)  (5) 
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Note 14 – Equity and Noncontrolling Interests - (Continued)

Dividends

We paid a quarterly dividend of $0.82 per share during the three months ended March 31, 2022, prior to the completion of the 
Merger effective May 25, 2022.

Under the terms of the Merger Agreement with Brookfield Reinsurance, American National was not permitted to pay cash 
dividends prior to the closing of the Merger, except for quarterly cash dividends of not more than $0.82 per share, with record and 
payment dates set forth on an agreed schedule that reflected American National’s historical dividend amounts, record dates and 
payment dates. Consistent with that schedule, American National paid four quarterly cash dividends after the Merger Agreement 
was signed on August 6, 2021.

On January 1, 2023,  ANICO's wholly owned subsidiary ANH Investments, LLC (“ANH”) distributed the stock of its wholly 
owned subsidiary American National Insurance Holdings, Inc. (“ANIH”) to ANICO, and ANICO distributed such stock to 
ANAT. Such transactions were pursuant to approvals from the domiciliary state insurance regulators of ANICO and the 
subsidiary insurance companies owned by ANIH as of December 31, 2022. In addition, on January 1, 2023, ANICO distributed 
its entire interest in its wholly owned subsidiary, ANTAC, LLC to ANAT.

Noncontrolling Interest

American National County Mutual Insurance Company (“County Mutual”) is a mutual insurance company owned by its 
policyholders. ANICO has a management agreement that effectively gives it control of County Mutual. As a result, County 
Mutual is included in the condensed consolidated financial statements of American National. Policyholder interests in the 
financial position of County Mutual are reflected as noncontrolling interest of $6.8 million at June 30, 2023 and December 31, 
2022.

ANAT and its subsidiaries exercise control or ownership of various joint ventures, resulting in their consolidation into American 
National’s condensed consolidated financial statements. The interests of the other partners in the consolidated joint ventures are 
shown as a noncontrolling interest of $93.2 million and $67.5 million at June 30, 2023 and December 31, 2022, respectively.

Note 15 – Debt

As a result of the Merger on May 25, 2022, the Company assumed the Term Loan Agreement with a consortium of banks 
providing for five-year term loans in the aggregate principal amount of $1.5 billion maturing May 23, 2027. Interest is tied to 
Secured Overnight Financing Rate ("SOFR") and reset and paid quarterly. The all in rate at the end of the second quarter was 
6.14%. On June 13, 2022, the Company repaid $500 million under the Term Loan Agreement and at June 30, 2023 had $1.0 
billion principal amount outstanding. The outstanding debt balance was reduced by $4.4 million in unamortized issuance costs as 
of June 30, 2023. Quarterly interest payments were $15.7 million and $18.5 million for the three and six  months ended June 30, 
2023 and seven months ended December 31, 2022.

In June 2022, the Company issued $500 million of 6.144% unsecured Senior Notes maturing June 13, 2032. Interest is payable in 
arrears in June and December of each year. Such notes were offered under Rule 144A of the Securities Act of 1933, as amended. 
The proceeds from the Senior Notes were used to repay a portion of the Term Loan Agreement. The outstanding note balance was 
reduced by $4.3 million in unamortized issuance costs as of June 30, 2023. An interest payment of $15.4 million was made on 
December 13, 2022.

Note 16 – Commitments and Contingencies

Commitments

American National and its subsidiaries lease insurance sales office space, technological equipment, and automobiles. The 
remaining long-term lease commitments at June 30, 2023 were approximately $17.1 million.

American National had aggregate commitments at June 30, 2023 to purchase, expand or improve real estate, to fund fixed interest 
rate mortgage loans, and to purchase other invested assets of $1.5 billion, of which $0.8 billion is expected to be funded in 2023, 
with the remainder funded in 2024 and beyond.

In addition, the Company had revolving commitments of $112.5 million expected to be funded during 2023 and 2024.
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Note 16 – Commitments and Contingencies - (Continued)

American National had outstanding letters of credit in the amount of $3.5 million as of June 30, 2023 and December 31, 2022.

Federal Home Loan Bank ("FHLB") Agreements

The Company has access to the FHLB’s financial services including advances that provide an attractive funding source for short-
term borrowing and for access to other funding agreements. As of June 30, 2023, certain municipal bonds and collateralized 
mortgage obligations with a fair value of approximately $10.3 million and commercial mortgage loans of approximately 
$1.1 billion were on deposit with the FHLB as collateral for borrowing. As of June 30, 2023, the collateral provided borrowing 
capacity of approximately $744.9 million. The deposited securities and commercial mortgage loans are included in the 
Company’s condensed consolidated statements of financial position within fixed maturity securities and mortgage loans on real 
estate, net of allowance, respectively.

Litigation

American National and certain subsidiaries are defendants in various lawsuits concerning alleged breaches of contracts, various 
employment matters, allegedly deceptive insurance sales and marketing practices, and miscellaneous other causes of action 
arising in the ordinary course of operations. Certain of these lawsuits include claims for compensatory and punitive damages. We 
provide accruals for these items to the extent we deem the losses probable and reasonably estimable. After reviewing these 
matters with legal counsel, based upon information presently available, management is of the opinion that the ultimate resultant 
liability, if any, would not have a material adverse effect on American National’s condensed consolidated financial position, 
liquidity or results of operations; however, assessing the eventual outcome of litigation necessarily involves forward-looking 
speculation as to judgments to be made by judges, juries and appellate courts in the future.

Such speculation warrants caution, as the frequency of large damage awards, which bear little or no relation to the economic 
damages incurred by plaintiffs in some jurisdictions, continues to create the potential for an unpredictable judgment in any given 
lawsuit. These lawsuits are in various stages of development, and future facts and circumstances could result in management 
changing its conclusions. It is possible that, if the defenses in these lawsuits are not successful, and the judgments are greater than 
management can anticipate, the resulting liability could have a material impact on our condensed consolidated financial position, 
liquidity, or results of operations. With respect to the existing litigation, management currently believes that the possibility of a 
material judgment adverse to American National is remote. Accruals for losses are established whenever they are probable and 
reasonably estimable. If no one estimate within the range of possible losses is more probable than any other, an accrual is 
recorded based on the lowest amount of the range.

Note 17 – Related Party Transactions 

American National has entered into recurring transactions and agreements with certain related parties. Prior to the Merger, these 
included mortgage loans, management contracts, agency commission contracts, marketing agreements, health insurance contracts, 
and legal services. The impact on the condensed consolidated financial statements of significant related party transactions is 
discussed below.

From time to time, American National may participate in investment opportunities from entities classified as related parties to 
Brookfield Reinsurance, including collateral and mortgage loans. During the six months ended June 30, 2023, these investments 
totaled $1.37 billion and were accounted for in the same manner as those with unrelated parties in the consolidated financial 
statements.

On November 8, 2022 ANAT and BAMR US Holdings LLC entered into a deposit agreement. The contribution limit is up to 
$650.0 million. The interest rate is SOFR plus 75 basis points (5.78% at June 30, 2023). On November 10, 2022 a $600.0 million 
cash deposit was sent by ANAT to BAMR US Holdings LLC. The balance at June 30, 2023 was $608.5 million. The deposit is 
considered a cash and cash equivalent in the Company's consolidated statements of financial position as of June 30, 2023.
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Note 18 – Liability for Future Policy Benefits and Policyholder Account Balances

The balances and changes in the liability for future policy benefits for the six months ended June 30, 2023 are as follows (in 
millions):

June 30, 2023

Term Life Whole Life Annuity Health
Pension Risk 

Transfer
Present value of Expected Net Premiums:

Balance, beginning of period $ 2,182 $ 1,338 $ — $ 283 $ — 
Beginning balance at original discount rate  2,400  1,425  —  292  — 

Effect of changes in cash flow assumptions  —  1  —  23  — 
Effect of actual variances from expected 
experience  (38)  12  1  —  — 

Adjusted beginning of period balance  2,362  1,438  1  315  — 
Net issuances (lapses)  32  26  7  (18)  539 
Interest accrual  36  21  —  5  4 

Net premiums collected  (75)  (100)  (8)  (19)  (543) 

Ending balance at original discount rate  2,355  1,385  —  283  — 

Effect of changes in discount rate assumptions  (164)  (67)  —  (8)  — 

Balance, end of period $ 2,191 $ 1,318 $ — $ 275 $ — 

Present value of Expected Future Policy Benefits:

Balance, beginning of year $ 2,694 $ 2,636 $ 1,286 $ 321 $ 2 
Beginning balance at original discount rate  2,961  2,914  1,366  333  2 

Effect of changes in cash flow assumptions  —  1  —  23  (1) 
Effect of actual variances from expected 
experience  (39)  12  1  2  — 

Adjusted beginning of period balance  2,922  2,927  1,367  358  1 
Net issuances (lapses)  32  26  7  (18)  543 
Interest accrual  45  43  20  6  9 

Benefit payments  (50)  (97)  (80)  (23)  (4) 

Ending balance at original discount rate  2,949  2,899  1,314  323  549 

Effect of changes in discount rate assumptions  (198)  (214)  (61)  (12)  (5) 

Balance, end of period  2,751  2,685  1,253  311  544 

Gross liability for future policy benefits  560  1,367  1,253  36  544 
Impact of flooring  —  —  —  1  — 

Net liability for future policy benefits  560  1,367  1,253  37  544 
Less: Reinsurance recoverable  (48)  —  —  (10)  — 
Net liability for future policy benefits, after 
reinsurance recoverable $ 512 $ 1,367 $ 1,253 $ 27 $ 544 

Weighted-average liability duration of the liability 13.0 17.8 7.7 5.8 8.5

Undiscounted expected future benefit payments $ 5,815 $ 6,237 $ 1,930 $ 422 $ 900 

Undiscounted expected gross premiums $ 6,189 $ 2,818 $ — $ 509 $ — 
Gross premiums recognized in statement of 
operations $ 97 $ 133 $ 8 $ 55 $ 552 
Interest expense recognized in statement of 
operations $ 12 $ 32 $ 29 $ 1 $ 5 

Interest accretion rate  4.7 %  4.5 %  4.5 %  4.0 %  5.1 %

Current discount rate  5.3 %  5.1 %  5.2 %  4.6 %  5.2 %
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Note 18 – Liability for Future Policy Benefits and Policyholder Account Balances – (Continued)

The reconciliation of liability for future policy benefits to the liability for future policy benefits in the consolidated statement of 
financial position follows (in millions):

June 30, 2023
Term life $ 560 
Whole life  1,367 
Annuity  1,253 
Health  37 
Pension Risk Transfer  544 
Deferred profit liability  68 
VOBA  817 
Liability for future policy benefits not subject to LDTI  865 

Total $ 5,511 

Policyholder account balances relate to investment-type contracts and universal life-type policies. Investment-type contracts 
principally include traditional individual fixed annuities in the accumulation phase and non-variable group annuity contracts. 
Policyholder account balances are equal to (i) policy account values, which consist of an accumulation of gross premium 
payments; (ii) credited interest, ranging from 1.0% to 8.0% (some annuities have enhanced first year crediting rates ranging from 
1.0% to 7.0%), less expenses, mortality charges, and withdrawals; and (iii) fair value adjustment.

The balances and changes in policyholders' account balances for the six months ended June 30, 2023 were as follows (in 
millions):

June 30, 2023

Universal Life
Equity Indexed 
Universal Life

Fixed Deferred 
Annuity

Equity Indexed 
Annuity

Balance, beginning of period $ 1,356 $ 614 $ 7,296 $ 4,684 
Issuances  20  25  2,444  201 
Premiums received  126  70  11  6 
Policy charges  (139)  (46)  (2)  (13) 
Surrenders and withdrawals  (57)  (11)  (877)  (311) 
Interest credited  17  34  122  112 

Balance, end of period $ 1,323 $ 686 $ 8,994 $ 4,679 

Weighted-average crediting rate  2.4 %  10.4 %  3.0 %  0.6 %
Net amount at risk $ 21,308 $ 15,715 $ — $ 355 
Cash surrender value $ 1,190 $ 534 $ 8,341 $ 4,193 
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Note 18 – Liability for Future Policy Benefits and Policyholder Account Balances – (Continued)

The reconciliation of policyholders’ account balances to the policyholders’ account balances’ liability in the consolidated 
statement of financial position are shown below (in millions):

June 30,
2023

Universal life $ 1,323 
Equity indexed universal life  686 
Fixed deferred annuity  8,994 
Equity indexed annuity  4,679 
Single premium immediate annuity  289 
Variable universal life  38 
Variable deferred annuity  14 
Other  2 

Total $ 16,025 

The balance of account values by range of guaranteed minimum crediting rates and the related range of difference, in basis points, 
between rates being credited to policyholders and the respective guaranteed minimums are shown below (in millions):

June 30, 2023
Range of Guaranteed 

Minimum Crediting Rate
At Guaranteed 

Minimum
1  - 50 Basis 

Points Above
51  - 150 Basis 
Points Above

> 150 Basis 
Points Above

Total

Universal Life 0.00%-1.00% $ — $ — $ — $ — $ — 
1.00%-2.00%  18  2  10  —  30 
2.00%-3.00%  409  —  149  —  558 
Greater than 3.00%  669  —  —  —  669 
Total $ 1,096 $ 2 $ 159 $ — $ 1,257 

Equity Indexed Universal Life 0.00%-1.00% $ — $ — $ — $ — $ — 
1.00%-2.00%  413  —  126  46  585 
2.00%-3.00%  —  —  68  —  68 
Greater than 3.00%  —  —  —  —  — 
Total $ 413 $ — $ 194 $ 46 $ 653 

Fixed Deferred Annuity 0.00%-1.00% $ — $ — $ — $ — $ — 
1.00%-2.00%  342  458  1,954  2,153  4,907 
2.00%-3.00%  834  430  30  2,502  3,796 
Greater than 3.00%  273  6  1  1  281 
Total $ 1,449 $ 894 $ 1,985 $ 4,656 $ 8,984 

Equity Indexed Annuity 0.00%-1.00% $ 3,352 $ 5 $ 571 $ 94 $ 4,022 
1.00%-2.00%  —  —  —  —  — 
2.00%-3.00%  375  85  100  25  585 
Greater than 3.00%  81  7  4  41  133 
Total $ 3,808 $ 97 $ 675 $ 160 $ 4,740 

For limited-pay products, gross premiums received in excess of net premiums are deferred at initial recognition as DPL. The 
assumptions and reflection of experience for DPL will be consistent with those used in the liability for future policy benefits, 
including the remeasurement methodology. The discount rate used in calculating DPL will be consistent with the locked-in rate 
used for the liability for future policy benefits.
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Note 18 – Liability for Future Policy Benefits and Policyholder Account Balances – (Continued)

DPL is amortized in income on a constant basis in relation with benefit payments. For life contingent payout annuities DPL is 
amortized over expected future benefit payments.

For limited payment traditional life permanent contracts, DPL is amortized over face amount. 

The balances and changes in the DPL for the six months ended June 30, 2023 were as follows (in millions):

June 30, 2023
2023

Whole Life Annuity Health
Balance, beginning of period
Balance, beginning of period, at locked-in discount rate $ 18 $ 6 $ — 

Effect of changes in cash flow assumptions  —  1  — 
Adjusted beginning of period balance  18  7  — 

Profits deferred  16  10  17 
Balance, end of period, at locked-in discount rate $ 34 $ 17 $ 17 

In May 2023, the Company entered into a coinsurance agreement with an external reinsurer to cede 100% of its existing Medicare 
supplement business.
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Note 19 - Market Risk Benefits

American National classifies the Lifetime Income Rider ("LIR") as an MRB. The LIR is a rider offering guaranteed minimum 
withdrawal benefits available on certain fixed indexed annuity products.

The balances of and changes in guaranteed minimum withdrawal benefits associated with annuity contracts follow (in millions).

June 30, 2023
Annuity

Balance, beginning of period $ 44 
Balance, beginning of period, before effect of changes in the instrument-specific credit risk  26 

Effect of model refinements  (9) 
Effect of non-financial assumption update  (9) 

Attributed fees collected  6 
Interest Accrual  2 
Adjustment from deterministic to stochastic  9 
Effect of experience variance  (7) 

Balance, end of period, before effect of changes in nonperformance risk  62 
Effect of changes in the ending instrument-specific credit risk  (9) 

Balance, end of period  53 
Reinsurance recoverable, end of period  — 

Balance, end of period, net of reinsurance $ 53 

 

June 30, 2023
Annuity

Weighted-average attained age of contract holders amounted $ 64 

The reconciliation of market risk benefits by amounts in an asset position and in a liability position to the market risk benefits 
amount in the consolidated statement of financial position follows (in millions).

June 30, 2023
Asset Liability Net

Annuity $ 13 $ 66 $ 53 

Note 20 - Subsequent Events

The Company evaluated all events and transactions through August 31, 2023, the date the accompanying consolidated financial 
statements were available to be issued.

In August, the Company received a capital contribution from its sole shareholder, net of dividends paid, of approximately $1.4 
billion.
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Note 21 - Dispositions

Disposition of Standard Life and Accident Insurance Company

In June 2023, a subsidiary of ANAT finalized an agreement with Core Specialty Insurance Holdings, Inc. to sell its Managing 
General Underwriter ("MGU") stop-loss business. The business is being acquired for cash through the acquisition of 100% of the 
stock of Standard Life and Accident Insurance Company (“SLAICO”) and certain reinsurance transactions.  The life, annuity and 
non-MGU stop-loss health business currently in SLAICO will be reinsured back to the Company prior to closing. The completion 
of the transaction will be conditional upon obtaining the required regulatory approvals and is expected to close in the fourth 
quarter of 2023.

The carrying amounts of the major classes of assets and liabilities classified as held for sale are shown below (in millions):

June 30, 2023
Cash and cash equivalents $ 38 
Reinsurance recoverables  174 
Premiums due and other receivables  37 
Other assets  13 

Total assets $ 262 
Policy and contract claims $ 175 
Other liabilities  56 

Total liabilities $ 231 
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (UNAUDITED)
(In thousands)

September 30, 2023 December 31, 2022
ASSETS

Fixed maturity, bonds available-for-sale, at fair value (Allowance for credit losses of $16,466 in 2023 and 
$28,708 in 2022) (Amortized cost $13,325,007 in 2023 and $14,447,537 in 2022) $ 12,352,608 $ 13,512,819 

Equity securities, at fair value (Cost $747,160 in 2023 and $456,723 in 2022)  829,213  428,369 
Mortgage loans on real estate, net of allowance for credit losses of $31,283 in 2023 and $38,266 in 2022  5,661,116  5,546,175 
Policy loans  383,077  374,481 
Real estate and real estate partnerships, net of accumulated depreciation of $316,645 in 2023 and $304,402 

in 2022  2,836,407  1,035,719 
Investment funds  2,214,058  1,226,471 
Short-term investments  3,501,024  1,836,678 
Other invested assets  432,524  198,079 

Total investments  28,210,027  24,158,791 
Cash and cash equivalents  2,264,428  1,388,943 
Accrued investment income  303,505  288,841 
Reinsurance recoverables  279,244  444,170 
Prepaid reinsurance premiums  42,452  46,754 
Premiums due and other receivables  500,653  436,264 
Deferred policy acquisition costs  911,189  664,478 
Market risk benefit  13,616  10,330 
Property and equipment, net of accumulated depreciation of $329,664 in 2023 and $314,288 in 2022  161,672  186,008 
Deferred tax asset  396,105  439,114 
Current tax receivable  17,990  22,326 
Other assets  302,033  287,648 
Assets held-for-sale  261,404  — 
Goodwill  121,097  121,097 
Separate account assets  1,090,390  1,045,217 

Total assets $ 34,875,805 $ 29,539,981 
LIABILITIES

Future policy benefits
Life $ 3,355,099 $ 3,336,141 
Annuity  1,990,680  1,466,192 
Health  58,618  56,938 

Policyholders’ account balances  17,070,485  14,309,971 
Policy and contract claims  1,702,758  1,786,275 
Market risk benefits, at estimated fair value  61,804  54,340 
Unearned premium reserve  1,161,410  1,085,882 
Other policyholder funds  322,666  322,067 
Liability for retirement benefits  58,689  66,938 
Long-term debt  1,498,386  1,495,774 
Notes payable  170,155  150,913 
Other liabilities  648,970  607,880 
Liabilities held-for-sale  244,603  — 
Separate account liabilities  1,090,390  1,045,217 

Total liabilities  29,434,713  25,784,528 
EQUITY
American National stockholders' equity:

Member's equity  5,671,552  4,128,892 
Accumulated other comprehensive loss  (333,163)  (447,707) 

Total American National stockholders' equity  5,338,389  3,681,185 
Noncontrolling interest  102,703  74,268 

Total equity  5,441,092  3,755,453 
Total liabilities and equity $ 34,875,805 $ 29,539,981 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(In thousands)

QTD YTD
Successor Successor Successor Successor Predecessor

Three months 
ended September 

30, 2023

Three months 
ended September 

30, 2022

Nine months 
ended September 

30, 2023

Period from May 
25, 2022 through 

September 30, 
2022

Period from 
January 1, 

2022 through 
May 24, 2022 

PREMIUMS AND OTHER REVENUES
Premiums

Life $ 106,525 $ 113,458 $ 320,304 $ 144,690 $ 174,290 
Annuity  153,889  6,076  713,940  9,252  10,221 
Health  18,082  32,786  58,733  43,091  53,810 
Property and Casualty  504,676  481,015  1,472,405  628,508  741,011 

Other policy revenues  106,391  95,797  306,420  126,618  158,515 
Net investment income  338,998  262,182  1,062,117  363,193  384,808 
Net realized investment gains (loss)  (14,677)  (3,604)  (64,710)  (3,100)  21,073 
(Increase) decrease in investment credit loss  20,325  (16,268)  7,278  (49,474)  (14,857) 
Net gains (losses) on equity securities  (12,703)  213  30,052  (11,325)  (13,082) 
Other income  10,566  10,388  33,751  13,866  18,887 

Total premiums and other revenues  1,232,072  982,043  3,940,290  1,265,319  1,534,676 
BENEFITS, LOSSES AND EXPENSES

Policyholder benefits & claims  713,143  506,277  2,403,702  688,224  831,019 
Change in fair value of market risk benefit  (14,035)  —  (21,564)  —  — 
Interest credited to policyholders’ account 
balances  155,517  27,038  431,480  31,774  52,825 
Future policy benefit remeasurement losses  3,563  —  2,628  —  — 
Commissions for acquiring and servicing 
policies  197,467  183,534  590,791  245,395  264,389 
Other operating expenses  186,811  164,114  555,397  229,340  260,193 
Change in deferred policy acquisition costs  (71,728)  (92,228)  (213,924)  (97,241)  (40,956) 

Total benefits, losses and expenses  1,170,738  788,735  3,748,510  1,097,492  1,367,470 
Income before federal income tax and other 
items  61,334  193,308  191,780  167,827  167,206 

Less: Provision (benefit) for federal income 
taxes

Current  2,063  31,729  16,362  28,611  56,562 
Deferred  6,566  9,306  11,842  5,670  (23,585) 
Total provision for federal income 
taxes  8,629  41,035  28,204  34,281  32,977 

Income after federal income tax  52,705  152,273  163,576  133,546  134,229 
Other components of net periodic pension 
benefit (costs), net of tax  2,158  1,034  2,688  1,379  (1,625) 

Net income  54,863  153,307  166,264  134,925  132,604 
Less: Net income attributable to 
noncontrolling interest, net of tax  1,228  164  3,213  2,110  1,554 

Net income attributable to American National $ 53,635 $ 153,143 $ 163,051 $ 132,815 $ 131,050 

See accompanying notes to the unaudited condensed consolidated financial statements.

Table of Contents

4



AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) (UNAUDITED)
(In thousands)

QTD YTD
Successor Successor Successor Successor Predecessor

Three months 
ended September 

30, 2023

Three months 
ended September 

30, 2022

Nine months 
ended September 

30, 2023

Period from May 
25, 2022 through 

September 30, 
2022

Period from 
January 1, 2022 
through May 24, 

2022 
Net income $ 54,863 $ 153,307 $ 166,264 $ 134,925 $ 132,604 
Other comprehensive income (loss), net of    
tax
Change in net unrealized losses on 
securities  (132,573)  (494,169)  (8,207)  (749,795)  (620,710) 
Change in discount rate for liability for 
future policyholder benefit  181,930  —  138,738  —  — 
Change in instrument specific credit risk 
for market risk benefit  (5,361)  —  (20,483)  —  — 
Foreign currency transaction and 
translation adjustments  (278)  1,546  155  1,100  312 

Defined benefit pension plan adjustment  1,450  (3,501)  4,341  (2,887)  4,800 
Total other comprehensive income 
(loss), net of tax  45,168  (496,124)  114,544  (751,582)  (615,598) 
Total comprehensive income (loss)  100,031  (342,817)  280,808  (616,657)  (482,994) 
Less: Comprehensive income attributable 
to noncontrolling interest  1,228  164  3,213  2,110  1,554 
Total comprehensive income (loss) 
attributable to American National $ 98,803 $ (342,981) $ 277,595 $ (618,767) $ (484,548) 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (UNAUDITED) 
(In thousands, except per share data)

 Successor Member's Equity

Accumulated Other 
Comprehensive 
Income (Loss)

Noncontrolling 
Interest

Total Member's 
Equity

Balance at January 1, 2023 $ 4,128,892 $ (447,707) $ 74,268 $ 3,755,453 
Other comprehensive income  —  228,747  —  228,747 
Net income attributable to American National  8,894  —  —  8,894 
Distributions  —  —  (4,177)  (4,177) 
Net income attributable to noncontrolling interest  —  —  4,758  4,758 

Balance at March 31, 2023 $ 4,137,786 $ (218,960) $ 74,849 $ 3,993,675 
Other comprehensive loss $ — $ (159,371) $ — $ (159,371) 
Net income attributable to American National  100,522  —  —  100,522 
Contributions  —  —  27,906  27,906 
Net loss attributable to noncontrolling interest  —  —  (2,773)  (2,773) 

Balance at June 30, 2023 $ 4,238,308 $ (378,331) $ 99,982 $ 3,959,959 
Other comprehensive income $ — $ 45,168 $ — $ 45,168 
Net income attributable to American National  53,635  —  —  53,635 
Capital contribution  2,129,609  —  —  2,129,609 
Dividend  (750,000)  —  —  (750,000) 
Contributions  —  —  1,493  1,493 
Net income attributable to noncontrolling interest  —  —  1,228  1,228 

Balance at September 30, 2023 $ 5,671,552 $ (333,163) $ 102,703 $ 5,441,092 

Balance at May 25, 2022 $ — $ 3,613,949 $ — $ 9,881 $ 3,623,830 
Common stock issued  3  191,120  —  —  191,123 
Other comprehensive loss  —  —  (255,458)  —  (255,458) 
Net income attributable to American National  —  (20,328)  —  —  (20,328) 
Contributions/Distributions  —  —  —  (4,232)  (4,232) 
Net income attributable to noncontrolling interest  —  —  —  1,945  1,945 

Balance at June 30, 2022 $ 3 $ 3,784,741 $ (255,458) $ 7,594 $ 3,536,880 
Other comprehensive loss $ — $ — $ (496,124) $ — $ (496,124) 
Net income attributable to American National  —  153,143  —  —  153,143 
Contributions/Distributions  —  —  —  (519)  (519) 
Net income attributable to noncontrolling interest  —  —  —  164  164 

Balance at September 30, 2022 $ 3 $ 3,937,884 $ (751,582) $ 7,239 $ 3,193,544 

 Successor Common Stock
Member's 

Equity

Accumulated 
Other 

Comprehensive 
Income (Loss)

Noncontrolling 
Interest Total Equity

See accompanying notes to the unaudited condensed consolidated financial statements.
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Predecessor
Common 

Stock

Additional 
Paid-In 
Capital

Accumulated 
Other 

Comprehensive 
Income (Loss)

Retained 
Earnings

Noncontrolling 
Interest Total Equity

Balance at January 1, 2022 $ 269 $ 47,762 $ 147,054  6,799,283 $ 7,691 $ 7,002,059 
Amortization of restricted stock  20  —  —  —  20 
Other comprehensive loss  —  —  (371,865)  —  —  (371,865) 
Net income attributable to American National  —  —  —  108,769  —  108,769 
Cash dividends to common stockholders 

(declared per share of $0.82)  —  —  —  (22,048)  —  (22,048) 
Contributions/Distributions  —  —  —  —  214  214 
Net income attributable to noncontrolling 

interest  —  —  —  —  1,412  1,412 
Balance at March 31, 2022 $ 269 $ 47,782 $ (224,811) $ 6,886,004 $ 9,317 $ 6,718,561 

Amortization of restricted stock $ — $ (727) $ — $ — $ — $ (727) 
Other comprehensive loss  —  —  (243,733)  —  —  (243,733) 
Net income attributable to American National  —  —  —  22,281  —  22,281 
Contributions/Distributions  —  —  —  —  422  422 
Net income attributable to noncontrolling 

interest  —  —  —  —  142  142 
Balance at May 24, 2022 $ 269 $ 47,055 $ (468,544) $ 6,908,285 $ 9,881 $ 6,496,946 

See accompanying notes to the unaudited condensed consolidated financial statements.
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(In thousands) 
 Successor Successor Predecessor

 
Nine months ended 
September 30, 2023

Period from May 25, 
2022

 through September 
30, 2022

Period from 
January 1, 2022 
through May 24, 

2022
OPERATING ACTIVITIES

Net income $ 166,264 $ 134,925 $ 132,604 
Adjustments to reconcile net income to net cash provided by operating activities:

Realized investment (gains) losses  64,342  6,396  (21,073) 
Unrealized (gains) loss on investments and derivatives  (72,113)  52,593  207,508 
Income tax expense  33,259  28,611  56,562 
Increase (decrease) in investment credit loss  (552)  49,474  14,857 
Accretion of premiums, discounts and loan origination fees  (129,104)  (16,909)  7,016 
Net capitalized interest on policy loans and mortgage loans  2,612  (9,435)  (5,599) 
Depreciation  25,525  13,982  15,571 
Interest credited to policyholders’ account balances  431,480  31,773  52,826 
Charges to policyholders’ account balances  (306,420)  (126,619)  (158,514) 
Deferred federal income tax expense (benefit)  (5,055)  5,670  (23,585) 
Equity in earnings of unconsolidated affiliates  —  (57,300)  (134,100) 
Distributions from unconsolidated affiliates  59,678  —  138,086 
Income from equity method investments  (109,935)  —  — 

Changes in:
Policyholder liabilities  908,189  185,449  76,277 
Market risk benefit  (21,564)  —  — 
Deferred policy acquisition costs  (213,924)  (97,240)  (40,956) 
Reinsurance payables  (20,809)  (57,481)  3,754 
Premiums due and other receivables  (107,428)  (3,010)  (54,900) 
Prepaid reinsurance premiums  4,302  (3,436)  2,078 
Accrued investment income  (22,574)  (101,500)  92,369 
Liability for retirement benefits  (14,754)  (24,341)  (2,283) 
Other, net  6,913  102,844  (456,628) 

Operating activities affecting cash:
Realized gain on investments and derivatives  (1,794)  —  (16,228) 

    Net cash provided by (used in) operating activities  676,538  114,446  (114,358) 
INVESTING ACTIVITIES

Proceeds from sale/maturity/prepayment of:
Corporate bonds  3,160,360  1,951,462  922,047 
Preferred shares  73,707  289  67,410 
Commercial paper  —  5,665,905  11,836,896 
Government bonds and treasuries  8,156,600  68,046  56,670 
Real estate and real estate partnerships  —  —  5,375 
Mortgages  370,953  458,988  520,249 
Private equity and other  83,896  55,989  77,679 

Disposals of property and equipment  151,680  21  — 
Distributions from equity method investments  73,603  169,127  110,114 
Payment for the purchase/origination of:

Corporate bonds  (3,560,103)  (953,015)  (2,181,407) 
Preferred shares  (166,263)  (37,824)  (26,899) 
Government bonds and treasuries  (8,743,519)  (5,814)  (8,946) 
Real estate and real estate partnerships  (232,666)  —  (2,825) 
Mortgages  (488,924)  (689,963)  (489,290) 
Private equity and other  (98,708)  (777,622)  (108,574) 
Commercial paper  —  (5,118,620)  (11,352,754) 
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AMERICAN NATIONAL GROUP, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED) (CONTINUED)
(In thousands)

Successor Successor Predecessor

Nine months ended 
September 30, 2023

Period from May 25, 
2022

 through September 
30, 2022

Period from January 
1, 2022 through May 

24, 2022
Additions to property and equipment  (100,760)  (13,085)  (14,837) 
Contributions to real estate and real estate partnerships  (460,328)  (214,417)  — 
Contributions to equity method investments  —  —  (125,114) 
Change in collateral held for derivatives  55,439  (13,599)  (147,240) 
Net change in policy loans  (8,596)  —  (2,408) 
Other, net  20,773  679  99 

    Net cash provided by (used in) investing activities  (1,712,856)  550,315  (863,755) 
FINANCING ACTIVITIES

Issuance of equity  —  45,000  — 
Policyholders’ account deposits  4,479,766  904,790  587,664 
Policyholders’ account withdrawals  (1,844,314)  (485,451)  (506,159) 
Borrowings from external parties  —  500,000  11,991 
Repayment of borrowings to external parties  —  (500,000)  (2,747) 
Debt issuance costs  —  (5,145)  — 
Change in notes payable  —  —  — 
Dividends to stockholders  (750,000)  —  (22,048) 
Payments to noncontrolling interest  26,351  (4,752)  — 

    Net cash provided by financing activities  1,911,803  454,442  68,701 
Net increase (decrease) in cash and cash equivalents, including 
subsidiaries held-for-sale  875,485  1,119,203  (909,413) 

Cash and cash equivalents at beginning of the period  1,388,943  1,022,635  1,930,882 
Cash and cash equivalents at end of the period $ 2,264,428  2,141,838 $ 1,021,469 

Supplementary cash flow disclosure
Non-cash capital contribution $ 2,129,609 $ — $ — 

See accompanying notes to the unaudited condensed consolidated financial statements.
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 Note 1 – Nature of Operations

American National Group, LLC ("ANAT", or the "Company"), through its consolidated subsidiaries (collectively “American 
National”) offers a broad portfolio of insurance products, including individual and group life insurance, annuities, pension risk 
transfer, health insurance, and property and casualty insurance. Business is conducted in all 50 states, the District of Columbia and 
Puerto Rico.

On August 6, 2021, ANAT entered into an Agreement and Plan of Merger (the “Merger Agreement”) with Brookfield 
Reinsurance Ltd., formerly known as Brookfield Asset Management Reinsurance Partners Ltd., an exempted company limited by 
shares existing under the laws of Bermuda, and Freestone Merger Sub Inc., a Delaware corporation and an indirect wholly-owned 
subsidiary of Brookfield Reinsurance (“Merger Sub”). On May 25, 2022 (the "Closing Date" or "Merger Date"), upon the terms 
and subject to the conditions of the Merger Agreement, Merger Sub merged with and into the Company (the “Merger”), with the 
Company continuing as the surviving entity, which became an indirect, wholly-owned subsidiary of Brookfield Reinsurance. The 
Merger was unanimously approved by the Company’s board of directors. The Company received the requisite stockholder 
approval required under Delaware law for the adoption of the Merger Agreement. The Company has ceased being a registrant 
with the Securities and Exchange Commission as of the Closing Date. Effective September 30, 2022, the Company converted 
from a Delaware corporation to a Delaware limited liability company. As a result, the successor period consists of the three and 
nine months ended September 30, 2023 and the comparative period from May 25, 2022 to September 30, 2022. The predecessor 
period consists of January 1, 2022 through May 24, 2022.
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Note 2 – Summary of Significant Accounting Policies and Practices

Basis Presentation

The condensed consolidated financial statements and notes thereto have been prepared in conformity with Generally Accepted 
Accounting Principles ("GAAP") and are reported in U.S. currency. American National consolidates entities that are wholly-
owned and those in which American National owns less than 100% but controls the voting rights, as well as variable interest 
entities in which American National is the primary beneficiary. Intercompany balances and transactions with consolidated entities 
have been eliminated. Investments in unconsolidated entities, which include real estate partnerships and investment funds, are 
accounted for using the equity method of accounting. Certain amounts in prior years have been reclassified to conform to current 
year presentation.

The accompanying interim condensed consolidated financial statements are unaudited and reflect all adjustments (including 
normal recurring adjustments) necessary to present fairly the financial position, results of operations and cash flows for the 
interim periods presented in conformity with GAAP. The interim condensed consolidated financial statements and notes should be 
read in conjunction with the annual consolidated financial statements and notes thereto as of and for the year ended December 31, 
2022, which are posted on the Company website at www.americannational.com. The condensed consolidated results of operations 
for the interim periods should not be considered indicative of results to be expected for the full year.

The preparation of the consolidated financial statements in conformity with GAAP requires the use of estimates and assumptions 
that affect the reported consolidated financial statement balances. Actual results could differ from those estimates. Except for 
balances affected by the adoption of Accounting Standards Update ("ASU") 2018-12 noted below, the December 31, 2022 
consolidated balance sheet data was derived from audited consolidated financial statements which include all disclosures required 
by GAAP.

Business Combination

Business combinations are accounted for using the acquisition method. The cost of a business acquisition is measured at the 
aggregate of the fair values at the date of exchange of assets given, liabilities incurred or assumed, and equity instruments issued 
in exchange for control of the acquiree. The acquiree’s identifiable assets, liabilities and contingent liabilities are recognized at 
their fair values at the acquisition date. The interest of non-controlling shareholders in the acquiree, if applicable, is initially 
measured at the noncontrolling shareholders’ proportion of the net fair value of the identifiable assets, liabilities and contingent 
liabilities recognized.

To the extent the fair value of consideration paid exceeds the fair value of the net identifiable tangible and intangible assets, the 
excess is recorded as goodwill. To the extent the fair value of consideration paid is less than the fair value of net identifiable 
tangible and intangible assets, the excess is recognized in net income.

Based on the criteria outlined in ASC 805, Business Combinations the Company was deemed the accounting acquiree in the 
Merger. As a result of the completed Merger, for accounting purposes, our financial statements and notes are presented as 
"Predecessor" for historical periods prior to the Closing Date and "Successor" for the period after the Closing Date. In accordance 
with accounting for business combinations, assets and liabilities were adjusted to their fair values as of the Closing Date 
("Purchase GAAP Accounting" or "PGAAP"). Additionally, we have elected to apply push-down accounting to reflect the 
Company's assets and liabilities at fair value. To differentiate between periods, our financial statements and notes columns are 
titled "Predecessor" and "Successor". This division has been placed to recognize Purchase GAAP Accounting adjustments made 
and the resulting effect on comparability between the two periods.

Accounting for the business combination is finalized as of December 31, 2022. Final valuation of the assets acquired and 
liabilities assumed and the completion of the purchase price allocation occurred before the end of the measurement period.
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

Under the acquisition method of accounting, the assets acquired and liabilities assumed are recorded at fair value at the date of 
acquisition. The following table summarizes the fair value of assets acquired and liabilities assumed as of May 25, 2022 (in 
thousands):

American National Group, LLC
Consolidated Balance Sheet*

Company Opening 
Balance Sheet 

ASSETS 
Fixed maturity securities, bonds available for sale, at estimated fair value $ 15,312,504 
Equity securities, at estimated fair value  81,925 
Mortgage loans on real estate, net of allowance for credit losses  5,136,421 
Policy loans  367,616 
Real estate and real estate partnerships, net of accumulated depreciation  968,264 
Investment funds  987,577 
Short-term investments  1,465,662 
Other invested assets  142,027 

Total investments  24,461,996 
Cash and cash equivalents  1,021,469 
Accrued investment income  100,544 
Reinsurance recoverables  454,867 
Prepaid reinsurance premiums  45,711 
Premiums due and other receivables  437,462 
Property and equipment, net of accumulated depreciation  175,080 
Deferred tax assets  374,185 
Prepaid pension  149,093 
Intangible asset - VOBA  316,644 
Other assets  166,029 
Goodwill  121,097 
Separate account assets  1,123,432 

Total assets  28,947,609 
LIABILITIES 

Future policy benefits
Life  2,761,227 
Annuity  1,431,862 
Health  46,352 

Policyholders’ account balances  13,880,194 
Policy and contract claims  1,705,623 
Market risk benefits, at estimated fair value  172,012 
Unearned premium reserve  1,072,989 
Other policyholder funds  323,567 
Liability for retirement benefits  73,926 
Intangible liability - VOBA  691,888 
Long-term Debt  1,494,627 
Notes payable  158,492 
Current tax payable  13,610 
Other liabilities  375,141 
Separate account liabilities  1,123,432 

Total liabilities  25,324,942 
EQUITY 
Additional paid-in capital  3,612,786 

Total American National equity  3,612,786 
Noncontrolling interest  9,881 

Total equity  3,622,667 
Total liabilities and equity $ 28,947,609 
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

Adoption of ASU 2018-12 - Targeted Improvements to the Accounting for Long-Duration Contracts

The Company adopted ASU 2018-12, Financial Services—Insurance (Topic 944): Targeted Improvements to the Accounting for 
Long-Duration Contracts ("LDTI") effective January 1, 2023 with a transition date of May 25, 2022 using a full retrospective 
approach. LDTI resulted in significant changes to the measurement, presentation and disclosure requirements for long-duration 
insurance contracts. A summary of the most significant changes follows:

(1) Guaranteed benefits associated with certain annuity contracts have been classified and presented separately on the 
consolidated balance sheets as Market Risk Benefits ("MRB"). MRBs are now measured at estimated fair value through net 
income and reported separately on the consolidated statements of operations, except for nonperformance risk changes, which will 
be recognized in Other Comprehensive Income ("OCI").

(2) Cash flow assumptions used to measure the liability for future policy benefits ("LFPB") on traditional long-duration contracts 
(including term and non-participating whole life insurance and immediate annuities) have been updated on an annual basis.

(3) The discount rate assumption used to measure the liability for traditional long-duration contracts is now based on an upper-
medium grade discount rate with changes recognized in OCI.

(4) DAC for all insurance products is required to be amortized on a constant-level basis over the expected term of the contracts, 
using amortization methods that are not a function of revenue or profit emergence. 

(5) There was a significant increase in required disclosures, including disaggregated rollforwards of insurance contract assets and 
liabilities supplemented by qualitative and quantitative information regarding the cash flows, assumptions, methods and 
judgements used to measure those balances.

The following table presents the Company's significant accounting policies which have changed as a result of the adoption of 
LDTI with cross-references to the notes which provide additional information on such policies.

Accounting Policy Note
Deferred policy acquisition costs, value of business acquired, unearned revenue and other intangibles 10
Future policy benefit liabilities 18
Policyholder account balances 19
Market risk benefits 21

Deferred policy acquisition costs (“DAC”) are capitalized costs related directly to the successful acquisition of new or renewal 
insurance contracts. Significant costs are incurred to acquire insurance and annuity contracts, including commissions and certain 
underwriting, policy issuance, and processing expenses. In accordance with ASC 805, Business Combinations, existing DAC 
balance was written off as a result of the Merger. The beginning balance as of May 25, 2022 consists of the Value of Business 
Acquired ("VOBA") at that date.

Insurance contracts are grouped into cohorts by contract type and issue year consistent with estimating the associated liability for 
future policy benefits. DAC is amortized on constant level basis for the grouped contracts over the expected term of the related 
contracts to approximate straight-line amortization. DAC will be amortized over the following bases, all of which provide a 
constant level representation of contract term:

Product(s) Amortization base

Traditional life products Nominal face amount

Life contingent payout annuities Annualized benefit amount in force

Health products Original annual premium 
Fixed deferred annuities, fixed indexed annuities, variable annuities Policy count 

Universal life products Initial face amount
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

The bases used for amortization are projected using mortality and lapse assumptions that are based on American National's 
experience, industry data, and other factors consistent with those used for the liability for future policy benefits.

Amortization of DAC is included in the change in deferred acquisition costs in the consolidated statement of operations.

For short-duration contracts, DAC is grouped consistent with the manner in which insurance contracts are acquired, serviced, and 
measured for profitability and is reviewed for recoverability based on the profitability of the underlying insurance contracts. 
Investment income is anticipated in assessing the recoverability of DAC for short-duration contracts. DAC for short duration 
contracts is charged to expense in proportion to premium revenue recognized.

Value of business acquired ("VOBA") is an intangible asset or liability resulting from a business combination that represents 
the difference between the policyholder liabilities measured in accordance with the acquiring company's accounting policies and 
the estimated fair value of the same acquired policyholder liabilities in-force at the acquisition date. VOBA can be either positive 
or negative. Positive VOBA is recorded as a component of DAC. Negative VOBA occurs when the estimated fair value of in-
force contracts in a life insurance company acquisition is less than the amount recorded as insurance contract liabilities, and is 
recorded in future policyholder benefits in the consolidated statement of financial condition.

VOBA is amortized on a straight-line basis over the remaining life of the underlying policies consistent with DAC.

Liability for future policy benefits ("LFPB") is equal to the present value of expected benefit payments and claim related 
expenses to be paid or on behalf of policyholders less the present value of expected net premiums to be collected from 
policyholders. Principal assumptions used in the establishment of the LFPB are mortality, lapse, incidence, terminations, claim-
related expenses, and other contingent events as appropriate to the respective product type. American National groups contracts 
into annual cohorts based on product type and contract inception date for the purposes of calculating the liability for future policy 
benefits. A set of qualitative cohorts includes all business issued prior to the acquisition date. Another set of qualitative cohorts 
includes business issued between the acquisition date and year end 2022. In 2023 and beyond, there is a set of qualitative cohorts 
for each issue year.

American National updates its estimate of cash flows over the entire life of a group of contracts using actual historical experience 
and current future cash flow assumptions. American National will review cash flow assumptions, including assumptions for 
claim-related expenses annually in the fourth quarter. Assumption revisions will be reflected in the net premium ratio and LFPB 
calculation in the quarter in which assumptions are revised. The net premium ratio reflects cash flows from contract inception to 
contract termination (i.e.: through the claim paying period) and cannot exceed 100%. Change in the liability due to actual 
experience is recognized in reserve remeasurement (gains) losses in the consolidated statement of earnings.

American National measures the LFPB at each reporting period. The discount rate assumption is determined by developing a 
yield curve based on market observable yields for upper-medium fixed income instruments derived from an external index. The 
net premium ratio is not updated for changes in discount rate assumptions. The difference between the updated carrying amount 
of the liability for future policy benefits measured using the current discount rate assumption and the original discount rate 
assumption is recognized in other comprehensive income during the period.

Should the present value of actual and future expected benefits less transition LFPB balance exceed the present value of actual 
and future expected gross premiums, the net premium ratio is capped at 100% and a gross premium LFPB is held. The immediate 
charge is the amount by which the uncapped net premium ratio exceeds 100% times the present value of future expected gross 
premium. This assessment is performed at the cohort level.

American National periodically reviews its estimates of actuarial liabilities for future policy benefits and compares them with its 
actual experience. Differences between actual experience and the assumptions used in pricing these policies, guarantees and riders 
and in the establishment of the related liabilities result in variances in profit and could result in losses. The effects of changes in 
such estimated liabilities are included in the consolidated statements of operations in the period in which the changes occur.
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued)

Payout annuities include single premium immediate annuities, annuitizations of deferred annuities, and pension risk transfer. 
These contracts subject the insurer to risks over a period that extends beyond the period or periods in which premiums are 
collected. These contracts may be either non-life contingent or life contingent. Non-life contingent annuities are accounted for as 
investment contracts. For life contingent annuities, the Company records a liability at the present value of future annuity payments 
and estimated future expenses calculated using expected mortality and expense assumptions. Any gross premiums received in 
excess of the net premium is the deferred profit liability ("DPL") and is recognized separately in income in a constant relationship 
with the discounted amount of the insurance in-force or expected future benefit payments. These liabilities are recorded in policy 
liabilities in the consolidated statement of financial position.

For the majority of this participating business, profits earned are reserved for the payment of dividends to policyholders, except 
for the stockholders’ share of profits on participating policies, which is limited to the greater of 10% of the profit on participating 
business, or 50 cents per thousand dollars of the face amount of participating life insurance in-force. Participating policyholders’ 
interest includes the accumulated net income from participating policies reserved for payment to such policyholders in the form of 
dividends (less net income allocated to stockholders as indicated above) as well as a pro rata portion of unrealized investment 
gains (losses). Dividends to participating policyholders were $4.3 million and $4.2 million at September 30, 2023 and 2022, 
respectively. Income of $0.4 million and $8.0 million was allocated to participating policyholders at September 30, 2023 and 
2022, respectively.

For all other participating business, the allocation of dividends to participating policyowners is based upon a comparison of 
experienced rates of mortality, interest and expenses, as determined periodically for representative plans of insurance, issue ages 
and policy durations, with the corresponding rates assumed in the calculation of premiums.

Market risk benefits ("MRB") are measured at fair value at the cohort level. Total attributed fees will include explicit rider fees 
and will not be negative or exceed total contract fees and assessments collectible from the contract holder. There are only rider 
charges and surrender charges. Surrender charges will not be included in the fair value measurement, as surrender charges do not 
fund any future benefits. Cash flows are projected using risk-neutral scenarios generated by the company. The Company 
establishes MRB assets and liabilities for guaranteed minimum withdraw benefits ("GMWB") associated with equity-indexed 
annuity contracts.

The actuarial assumptions used in the MRB calculation are the company’s best estimate assumptions. Assumptions are adjusted to 
reflect fair value by applying a margin for non-hedgeable risk and an adjustment for own credit spread through the discount rate. 
The risk-free discount rate is the scenario specific US treasury rate. The assumptions used for MRB are consistent with other fair 
value calculations performed by American National.

Transition Date Impacts

Due to the acquisition of American National by Brookfield Reinsurance on May 25, 2022 and the guidelines under ASC 805, 
Business Combinations, the inception date for all contracts issued before that date became May 25, 2022. Under purchase 
accounting guidelines, fair value of equity must be equal to the purchase price at the acquisition date. As a result, there will not be 
any impact to the opening balances of retained earnings or accumulated other comprehensive income due to the adoption of the 
standard on the transition date of May 25, 2022.

The transition impact of the MRBs and LFPB will be recorded to VOBA liability resulting in no impact to shareholders equity, as 
noted above.
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Note 2 – Summary of Significant Accounting Policies and Practices - (Continued) 

The following table presents a summary of the Transition Date impacts associated with the implementation of LDTI to the 
consolidated balance sheet (in thousands):

Future Policy Benefits Market Risk Benefits VOBA Liability 
As previously reported May 25th, 2022 $ 4,662,434 $ — $ 440,907 

Reclassification of carrying amount of contracts and contract features that 
are market risk benefits  (107,432)  107,432  — 

Adjustment to reflect transition impact to balance established as part of 
purchase accounting upon the Brookfield acquisition  (315,561)  64,580  250,981 
As adjusted May 25th, 2022 $ 4,239,441 $ 172,012 $ 691,888 

The following table represents transition impacts for future policy benefits by segment.

Term Life Whole Life  Annuity 
As previously reported May 25th, 2022 $ 615,782 $ 1,694,351 $ 1,439,449 

Reclassification of carrying amount of contracts and contract features that 
are market risk benefits  —  —  — 
Adjustment to reflect transition impact to balance established as part of 
purchase accounting upon the Brookfield acquisition  (84,761)  (223,213)  (7,586) 
As adjusted May 25th, 2022 $ 531,021 $ 1,471,138 $ 1,431,863 

The following table represents the transition impact to market risk benefits by segment.

Annuity 
As previously reported May 25th, 2022 $ 107,432 
Adjustment to reflect transition impact to balance established as part of purchase accounting upon the Brookfield acquisition  64,580 
As adjusted May 25th, 2022 $ 172,012 

The Transition Date impacts associated with the implementation of LDTI were applied as follows:

Market risk benefits - The full retrospective transition approach for MRBs required assessing products to determine whether 
contract or contract features expose the Company to other than nominal capital market risk. The population of MRBs identified 
was then reviewed to determine the historical measurement model prior to adoption of LDTI.

At the Transition Date, the impacts to the financial statements of the full retrospective approach for MRBs include the following:

• The amounts previously recorded for these contracts within additional insurance liabilities and other insurance liabilities 
were reclassified to MRB liabilities;

• The difference between the fair value of the MRBs and the previously recorded carrying value at the Transition Date, 
including the cumulative effect of changes in nonperformance risk of the Company, was recorded as an adjustment to the 
opening balance of VOBA liability.

Liability for future policy benefits - The full retrospective transition approach for LFPB utilized a defined valuation premium 
method. This process required grouping contracts in-force as of the Transition Date into cohorts, and then calculating revised 
LFPB using an updated net premium ratio, best estimate cash flow assumptions without a provision for adverse deviation and the 
locked-in discount rate. The decrease to the liability for future policy benefits at transition is driven by unlocking of assumptions 
and measurement at upper medium grade discount rates for traditional life and life contingent payout annuity business.

Due to the acquisition of American National by Brookfield Reinsurance on May 25, 2022 , the balances of deferred acquisition 
costs, deferred profit liability, unearned revenue, and sales inducement assets were written down to $0 at the acquisition date. As a 
result, there is no impact to these balances at transition.
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Note 3 – Recently Issued Accounting Pronouncements

The following table presents amounts previously reported in 2022, the effect on those amounts of the change due to the adoption 
of ASU 2018-12 as described in Note 2, and the currently reported amounts in the Unaudited Interim Consolidated Statement of 
Financial Position (in thousands).

December 31, 2022
As Previously 

Reported Effect of Adoption As Adjusted
Reinsurance recoverables, net of allowance for credit losses $ 447,124 $ (2,954) $ 444,170 
Deferred policy acquisition costs  681,708  (17,230)  664,478 
Deferred tax asset  527,768  (88,654)  439,114 
Market risk benefit asset  —  —  — 
Other assets  291,875  10,330  302,205 

Total assets $ 29,642,716 $ 98,508 $ 29,741,224 
Future policy benefits 

Life $ 3,584,520 $ (248,379) $ 3,336,141 
Annuity  1,713,528  (247,336)  1,466,192 
Health  47,045  9,893  56,938 

Market risk benefit liabilities  —  54,340  54,340 
Total liabilities  26,220,236  (431,482)  25,788,754 

Retained earnings  264,752  59,068  323,820 
Accumulated other comprehensive income (loss)  (721,612)  273,905  (447,707) 

Total liabilities and equity $ 29,642,716 $ (98,509) $ 29,544,207 

Other Adopted Accounting Pronouncements

The Company adopted ASU (ASU 2022-02, Financial Instruments-Credit Losses (Topic 326): Troubled Debt Restructurings 
("TDR") and Vintage Disclosures. The Company adopted this standard on January 1, 2023. This ASU eliminates TDR recognition 
and measurement guidance and, instead, requires that an entity evaluate whether the modification represents a new loan or a 
continuation of an existing loan. The amendments also enhance existing disclosure requirements and introduce new requirements 
related to certain modifications of receivables made to borrowers experiencing financial difficulty. This ASU was applied 
prospectively and did not have a material impact on the consolidated financial statements upon adoption but could change the 
future recognition and measurement of modified loans.
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Future Adoption of Accounting Standards

ASUs not listed below were assessed and either determined to be not applicable or are not expected to have a material impact on 
the Company’s interim condensed consolidated financial statements or disclosures.

Standard Description
Effective Date and Method of 
Adoption Impact on Financial Statements

ASU 2020-04, Reference Rate 
Reform (Topic 848): 
Facilitation of the Effects of 
Reference Rate Reform on 
Financial Reporting 

The amendments in this guidance provide optional 
expedients and exceptions for applying GAAP to 
contracts, hedging relationships, and other 
transactions affected by reference rate reform if 
certain criteria are met. The guidance only applies to 
contracts, hedging relationships, and other 
transactions that reference LIBOR or another 
reference rate expected to be discontinued because of 
reference rate reform.

The amendments in this 
guidance are effective for all 
entities as of March 12, 2020 
and will sunset through 
December 31, 2022, at which 
time the application of 
exceptions and optional 
expedients will no longer be 
permitted. The FASB issued 
ASU 2022-06  that delayed the 
sunset date to December 31, 
2024. 

The inventory of LIBOR exposures has 
been completed and is primarily 
limited to floating rate bonds, 
alternative investments, and 
borrowings within joint venture 
investments. Certain contracts included 
in these categories matured prior to 
December 31, 2021, the start of 
LIBOR rates cessations. The transition 
from LIBOR is not expected to have a 
material impact to the Company's 
Consolidated Financial Statements or 
Notes to the Consolidated Financial 
Statements.

ASU 2023-02, Investments—
Equity Method and Joint 
Ventures (Topic 323): 
Accounting for Investments in 
Tax Credit Structures Using 
the Proportional Amortization 
Method

The amendments in this Update permit reporting 
entities to elect to account for their tax equity 
investments, regardless of the tax credit program from 
which the income tax credits are received, using the 
proportional amortization method if certain conditions 
are met. The amendments in this Update also require 
specific disclosures that must be applied to all 
investments that generate income tax credits and other 
income tax benefits from a tax credit program for 
which the entity has elected to apply the proportional 
amortization method.

The amendments in this update 
are effective for the Company 
for annual and interim 
reporting periods beginning 
January 1, 2024. 

The impact of this amendment to the 
Company's Consolidated Financial 
Statements and Notes to the 
Consolidated Financial Statements is 
currently under evaluation.
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Note 4 – Investment in Securities

The cost or amortized cost and fair value of investments in securities are shown below (in thousands):

 September 30, 2023

 
Cost or 

Amortized Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
Allowance for 
Credit Losses Fair Value

Fixed maturity, bonds available-for-sale
U.S. treasury and government $ 67,080 $ — $ (2,836) $ — $ 64,244 
U.S. states and political subdivisions  775,752  —  (50,024)  (202)  725,526 
Foreign governments  9,381  —  (653)  —  8,728 
Corporate debt securities  10,721,546  43,896  (911,200)  (10,591)  9,843,651 
Collateralized debt securities  1,626,990  15,557  (45,257)  (5,125)  1,592,165 
Residential mortgage-backed securities  124,258  11  (5,427)  (548)  118,294 

         Total bonds available-for-sale  13,325,007  59,464  (1,015,397)  (16,466)  12,352,608 
Total investments in fixed maturity $ 13,325,007 $ 59,464 $ (1,015,397) $ (16,466) $ 12,352,608 

 December 31, 2022

 
Cost or 

Amortized Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
Allowance for 
Credit Losses Fair Value

Fixed maturity, bonds available-for-sale
U.S. treasury and government $ 41,384 $ 30 $ (1,405) $ — $ 40,009 
U.S. states and political subdivisions  880,186  123  (24,706)  (742)  854,861 
Foreign governments  9,314  —  (298)  (12)  9,004 
Corporate debt securities  12,104,754  6,020  (830,095)  (23,049)  11,257,630 
Collateralized debt securities  1,279,102  5,300  (55,261)  (4,574)  1,224,567 
Residential mortgage-backed securities  132,797  23  (5,741)  (331)  126,748 

         Total bonds available-for-sale  14,447,537  11,496  (917,506)  (28,708)  13,512,819 
Total investments in fixed maturity $ 14,447,537 $ 11,496 $ (917,506) $ (28,708) $ 13,512,819 
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The amortized cost and fair value, by contractual maturity, of fixed maturity securities are shown below (in thousands):

 September 30, 2023
 Bonds Available-for-Sale
 Amortized Cost Fair Value
Due in one year or less $ 431,217 $ 426,508 
Due after one year through five years  4,932,115  4,746,804 
Due after five years through ten years  3,880,361  3,571,707 
Due after ten years  4,081,314  3,607,589 

Total $ 13,325,007 $ 12,352,608 

Actual maturities may differ from contractual maturities because borrowers may have the right to call or prepay obligations with 
or without call or prepayment penalties. Residential and commercial mortgage-backed securities, which are not due at a single 
maturity, have been presented based on the year of final contractual maturity.

Proceeds from sales of bonds available-for-sale, with the related gross realized gains and losses, are shown below (in thousands):

QTD YTD
Successor Successor Successor Successor Predecessor

 Three months 
ended September 

30, 2023

Three months 
ended September 

30, 2022

Nine months 
ended September 

30, 2023

Period from May 
25, 2022 through 

September 30, 
2022

Period from 
January 1, 2022 
through May 24, 

2022 
Proceeds from sales of fixed maturity, bonds 
available-for-sale $ 253,219 $ 1,347,811 $ 1,940,603 $ 1,350,312 $ 29,247 

Gross realized gains  1,741  2,502  3,140  2,502  — 
Gross realized losses  4,180  12,300  53,649  12,300  — 

Gains and losses are determined using specific identfication of the securities sold. All held-to-maturity securities were transferred 
to available-for-sale through a management election allowed under business combination guidance.

In accordance with various regulations, American National has bonds on deposit with regulating authorities with a carrying value 
of $28.1 million and $51.1 million at September 30, 2023 and December 31, 2022, respectively. In addition, American National 
has pledged bonds in connection with certain agreements and transactions, such as financing and reinsurance agreements. The 
carrying value of bonds pledged was $38.9 million and $44.8 million at September 30, 2023 and December 31, 2022, 
respectively.

The components of the change in net unrealized gains (losses) on debt securities are shown below, on a pre-tax basis (in 
thousands):

YTD
Successor Successor Predecessor

 
Nine months 

ended 
September 30, 

2023

Period from 
May 25, 2022 

through 
September 30, 

Period from 
January 1, 2022 

through May 
24, 2022 

Bonds available-for-sale: change in unrealized losses $ (51,642) $ (969,318) $ (997,300) 
Short-term change in unrealized gains (losses)  33,883  (391)  — 
Adjustments for

Deferred policy acquisition costs  —  —  199,027 
Participating policyholders’ interest  7,373  16,240  13,478 
Deferred federal income tax benefit  2,179  203,283  164,085 

Change in net unrealized losses on debt securities, net of tax $ (8,207) $ (750,186) $ (620,710) 
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QTD YTD
Successor Successor Successor Successor Predecessor

Three months 
ended 

September 30, 
2023

Three months 
ended 

September 30, 
2022

Nine months 
ended 

September 30, 
2023

Period from 
May 25, 2022 

through 
September 30, 

2022

Period from 
January 1, 

2022 through 
May 24, 2022

Unrealized gains (losses) on equity securities $ (12,374) $ 194 $ 29,686 $ (11,344) $ (7,288) 
Net gains (losses) on equity securities sold (329) 19 366 19 (5,794) 

Net gains (losses) on equity securities $ (12,703) $ 213 $ 30,052 $ (11,325) $ (13,082) 

The gross unrealized losses and fair value of bonds available-for-sale, aggregated by investment category and length of time 
individual securities have been in a continuous unrealized loss position due to market factors are shown below (in thousands, 
except number of issues):

September 30, 2023
Less than 12 months 12 months or more Total

Number of 
Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Fixed maturity, bonds available-
for-sale

U.S. treasury and 
government 12 $ (1,374) $ 29,949 15 $ (1,462) $ 33,671 27 $ (2,836) $ 63,620 
U.S. states and political 
subdivisions 340 (21,122) 408,420 196 (28,902) 317,498 536 (50,024) 725,918 

Foreign governments — — — 1 (653) 8,728 1 (653) 8,728

Corporate debt securities 969 (302,758) 3,638,207 951 (608,442) 6,085,659 1,920 (911,200) 9,723,866 
Collateralized debt 
securities 42 (26,448) 805,663 48 (18,809) 349,666 90 (45,257) 1,155,329 
Residential mortgage-
backed securities 1 (406) 42,025 13 (5,021) 76,270 14 (5,427) 118,295 

Total 1,364 $ (352,108) $ 4,924,264 1,224 $ (663,289) $ 6,871,492 2,588 $ (1,015,397) $ 11,795,756 

December 31, 2022
Less than 12 months 12 months or more Total

Number of 
Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Number of 

Issues

Gross 
Unrealized 

Losses Fair Value
Fixed maturity, bonds available-
for-sale

U.S. treasury and 
government 18 $ (1,405) $ 36,692 — $ — $ — 18 $ (1,405) $ 36,692 
U.S. states and political 
subdivisions 580 (24,706) 833,315 — — — 580 (24,706) 833,315 

Foreign governments 1 (298) 9,005 — — — 1 (298) 9,005

Corporate debt securities 1,212 (830,095) 9,951,734 — — — 1,212 (830,095) 9,951,734 
Collateralized debt 
securities 71 (55,261) 776,938 — — — 71 (55,261) 776,938 
Residential mortgage-
backed securities 46 (5,741) 93,008 — — — 46 (5,741) 93,008 

Total 1,928 $ (917,506) $ 11,700,692 — $ — $ — 1,928 $ (917,506) $ 11,700,692 
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Several assumptions and underlying estimates are made in the evaluation of allowance for credit loss. Examples include financial 
condition, near term and long-term prospects of the issue or issuer, including relevant industry conditions and trends and 
implications of rating agency actions and offering prices. Based on this evaluation, unrealized losses on bonds available-for-sale 
where an allowance for credit loss was not recorded were concentrated in the Company's fixed maturity securities within the 
transportation sector.

Equity securities by market sector distribution are shown below, based on fair value:

September 30, 2023 December 31, 2022
Energy and utilities $ 13,828  1.7 % $ 30,722  7.2 %
Finance  795,586  95.9  374,688  87.4 
Other  19,799  2.4  22,959  5.4 
        Total $ 829,213  100 % $ 428,369  100 %

Allowance for Credit Losses

Available-for-Sale Securities—For available-for-sale bonds in an unrealized loss position, the Company first assesses whether it 
intends to sell the security or will be required to sell the security before recovery of its amortized cost basis. If either of these 
criteria are met, the security’s amortized cost basis is written down to fair value through income. For bonds available-for-sale that 
do not meet either indicated criteria, the Company evaluates whether the decline in fair value has resulted from credit events or 
market factors. In making this assessment, management first calculates the extent to which fair value is less than amortized cost, 
and then may consider any changes to the rating of the security by a rating agency, and any specific conditions related to the 
security. If this assessment indicates that a credit loss exists, the present value of cash flows expected to be collected from the 
security is compared to the amortized cost basis of the security. If the present value of cash flows expected to be collected is less 
than the amortized cost basis, a credit loss exists and an allowance for credit losses is recorded through income, limited to the 
amount fair value is less than amortized cost. Any remaining unrealized loss is recognized in other comprehensive income.

When the discounted cash flow method is used to determine the allowance for credit losses, management's estimates incorporate 
expected prepayments, if any. Model inputs are considered reasonable and supportable for three years. A mean reversion is 
applied in years four and five. Credit loss allowance is not measured on accrued interest receivable because the balance is written 
off to net investment income in a timely manner, within 90 days. Changes in the allowance for credit losses are recognized 
through the condensed consolidated statement of operations as "(Increase) decrease in investment credit loss."

No accrued interest receivables were written off as of September 30, 2023.
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The rollforward of the allowance for credit losses for available-for-sale debt securities is shown below (in thousands):

Successor

U.S. State and 
Political 

Subdivisions
Corporate Debt 

Securities
Collateralized 
Debt Securities

Residential 
Mortgage 
Backed 

Securities Total
Balance at January 1, 2023 $ (742) $ (23,049) $ (4,574) $ (331) $ (28,696) 

Increase in allowance related to purchases  —  (16)  —  —  (16) 
Reduction in allowance related to dispositions  —  996  —  —  996 
Allowance on securities that had an allowance 

recorded in a previous period  530  11,219  355  213  12,317 
Allowance on securities where credit losses were 

not previously recorded  (2)  (660)  (5,498)  —  (6,160) 
Balance at March 31, 2023 $ (214) $ (11,510) $ (9,717) $ (118) $ (21,559) 

Increase in allowance related to purchases $ — $ (1,710) $ (315) $ — $ (2,025) 
Reduction in allowance related to dispositions  9  1,165  14  —  1,188 
Allowance on securities that had an allowance 

recorded in a previous period  27  5,573  2,367  (61)  7,906 
Allowance on securities where credit losses were 

not previously recorded  (1)  (15,744)  (1,701)  (295)  (17,741) 
Balance at June 30, 2023 $ (179) $ (22,226) $ (9,352) $ (474) $ (32,231) 

Increase in allowance related to purchases $ (20) $ (1,240) $ (472) $ (1) $ (1,733) 
Reduction in allowance related to dispositions  21  1,855  456  1  2,333 
Allowance on securities that had an allowance 

recorded in a previous period  18  16,154  4,253  (66)  20,359 
Allowance on securities where credit losses were 

not previously recorded  (42)  (5,134)  (10)  (8)  (5,194) 
Balance at September 30, 2023 $ (202) $ (10,591) $ (5,125) $ (548) $ (16,466) 

Successor

U.S. State and 
Political 

Subdivisions
Corporate Debt 

Securities
Collateralized 
Debt Securities

Residential 
Mortgage 
Backed 

Securities Total
Balance at May 25, 2022 $ (137) $ (28,244) $ (4,131) $ (310) $ (32,822) 

Reduction in allowance related to disposition  114  28,244  4,131  296  32,785 
Allowance on securities that had an allowance 

recorded in a previous period  23  —  —  14  37 
Balance at June 30, 2022 $ — $ — $ — $ — $ — 

Increase in allowance related to purchases $ — $ (524) $ (364) $ (13) $ (901) 
Allowance on securities where credit losses were 
not previously recorded  (200)  (8,059)  (2,692)  (121)  (11,072) 

Balance at September 30, 2022 $ (200) $ (8,583) $ (3,056) $ (134) $ (11,973) 
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Predecessor

U.S. State and 
Political 

Subdivisions
Corporate Debt 

Securities
Collateralized 
Debt Securities

Residential 
Mortgage Backed 

Securities Total
Balance at January 1, 2022 $ (14) $ (7,141) $ (2,887) $ (268) $ (10,310) 

Increase in allowance related to purchases  —  (10,286)  (59)  —  (10,345) 
Reduction in allowance related to dispositions  —  180  —  —  180 
Allowance on securities that had an allowance 
recorded in a previous period  —  949  (1,384)  (16)  (451) 
Allowance on securities where credit losses were 
not previously recorded  (32)  (7,443)  (19)  —  (7,494) 

Balance at March 31, 2022 $ (46) $ (23,741) $ (4,349) $ (284) $ (28,420) 
Reduction in allowance related to disposition $ — $ 279 $ — $ — $ 279 
Allowance on securities that had an allowance 

recorded in a previous period  (67)  3,780  250  (26)  3,937 
Allowance on securities where credit losses were 

not previously recorded  (24)  (8,562)  (32)  —  (8,618) 
Balance at May 24, 2022 $ (137) $ (137) $ (28,244) $ (4,131) $ (310) $ (32,822) 

Credit Quality Indicators

The Company monitors the credit quality of bonds available-for-sale through the use of credit ratings provided by third party 
rating agencies, which are updated on a monthly basis. Information is also gathered regarding the asset performance of available-
for-sale bonds. The two traditional metrics for assessing interest rate risks are interest-coverage ratios and capitalization ratios, 
which can also be used in the assessment of credit risk. These risks are mitigated through the diversification of bond investments. 
Categories of diversification include credit ratings, geographic locations, maturities, and market sector.
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Note 5 – Mortgage Loans

Generally, commercial mortgage loans are secured by first liens on income-producing real estate. American National attempts to 
maintain a diversified portfolio by considering both the location of the underlying collateral as well as the type of mortgage loan. 
The geographic categories come from the U.S. Census Bureau's "Census Regions and Divisions of the United States."

The distribution based on carrying amount of mortgage loans by location is as follows (in thousands, except percentages):

September 30, 2023 December 31, 2022
Amount Percentage Amount Percentage

East North Central $ 840,218  14.8 % $ 898,915  16.2 %
East South Central  46,539  0.8  65,548  1.2 
Mountain  1,401,974  24.8  1,360,837  24.5 
Pacific  918,450  16.2  924,187  16.7 
South Atlantic  999,265  17.7  967,353  17.4 
West South Central  1,118,154  19.8  1,068,239  19.3 
Other  336,516  5.9  261,096  4.7 

Total $ 5,661,116  100.0 % $ 5,546,175  100.0 %

As of September 30, 2023 and December 31, 2022, loans in foreclosure and loans foreclosed are as follows (in thousands, except 
number of loans):

September 30, 2023 December 31, 2022

Foreclosure and foreclosed
Number of 

Loans
Recorded 

Investment
Number of 

Loans
Recorded 

Investment
In foreclosure  1 $ 24,941  1 $ 27,001 
Filed for bankruptcy  —  —  —  — 

Total in foreclosure  1 $ 24,941  1 $ 27,001 

Foreclosed  2 $ 54,488  — $ — 
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The age analysis of past due loans is shown below (in thousands, except percentages):

 30-59 Days 
Past Due

60-89 Days 
Past Due

More Than 
90 Days 
Past Due Total Current

Total
September 30, 2023 Amount Percentage
Apartment $ — $ — $ — $ — $ 983,562 $ 983,562  17.3 %
Hotel  31,915  —  —  31,915  986,805  1,018,720  17.9 
Industrial  —  —  —  —  1,081,943  1,081,943  19.0 
Office  —  14,570  39,878  54,448  859,098  913,546  16.0 
Parking  —  —  —  —  415,179  415,179  7.3 
Retail  —  —  24,962  24,962  789,913  814,875  14.3 
Storage  —  —  —  —  118,683  118,683  2.1 
Other  —  —  —  —  345,891  345,891  6.1 

Total $ 31,915 $ 14,570 $ 64,840 $ 111,325 $ 5,581,074 $ 5,692,399  100.0 %

Allowance for credit losses  (31,283) 
Total, net of allowance $ 5,661,116 

30-59 Days 
Past Due

60-89 Days 
Past Due

More Than 
90 Days 
Past Due Total Current

Total
December 31, 2022 Amount Percentage
Apartment $ — $ — $ — $ — $ 805,690 $ 805,690  14.4 %
Hotel  —  —  —  —  1,009,560  1,009,560  18.1 
Industrial  —  —  —  —  1,043,305  1,043,305  18.7 
Office  —  —  27,001  27,001  1,104,981  1,131,982  20.3 
Parking  —  —  —  —  419,878  419,878  7.5 
Retail  —  —  —  —  842,483  842,483  15.1 
Storage  —  —  —  —  118,875  118,875  2.1 
Other  —  —  —  —  212,668  212,668  3.8 

Total $ — $ — $ 27,001 $ 27,001 $ 5,557,440 $ 5,584,441  100.0 %

Allowance for credit losses  (38,266) 
Total, net of allowance $ 5,546,175 

Modifications to Borrowers Experiencing Financial Difficulty

The Company may modify the terms of a loan when the borrower is experiencing financial difficulties, as a means to optimize 
recovery of amounts due on the loan. Modifications may involve temporary relief, such as payment forbearance for a short period 
of time (where interest continues to accrue) or may involve more substantive changes to a loan. Changes to the terms of a loan, 
pursuant to a modification agreement, are factored into the analysis of the loan’s expected credit losses, under the allowance 
model applicable to the loan. 

For commercial mortgage loans, modifications for borrowers experiencing financial difficulty are tailored for individual loans and 
may include interest rate relief, maturity extensions or, less frequently, principal forgiveness. For residential mortgage loans, the 
most common modifications for borrowers experiencing financial difficulty, aside from insignificant delays in payment, typically 
involve interest rate relief, deferral of missed payments to the end of the loan term, or maturity extensions.

For the nine months ended September 30, 2023, the Company granted additional extensions on eleven previously restructured 
loans totaling $170.3 million in amortized cost. The loan term modifications ranged from three months to 24 months and 
represented approximately 2.9% of the portfolio segment.
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Allowance for Credit Losses

Mortgage loans on real estate are stated at unpaid principal balance, adjusted for any unamortized discount, deferred expenses and 
allowances. The allowance for credit losses is based upon the current expected credit loss model. The model considers past loss 
experience, current economic conditions, and reasonable and supportable forecasts of future conditions. Reversion for the 
allowance calculation is implicit in the models used to determine the allowance. The methodology uses a discounted cash flow 
approach based on expected cash flows.

The Predecessor balance of $92.8 million at May 24, 2022 was closed out and the Successor recovered the entire allowance 
balance after the Merger as required by PGAAP guidance. The provision of $35.0 million is the net amount of recovery and 
adjustment for the second quarter of 2022. Refer to Note 1, Nature of Operations, for more information.

The rollforward of the allowance for credit losses for mortgage loans is shown below (in thousands):

Successor
Commercial 

Mortgage Loans
Balance at January 1, 2023 $ (38,266) 

Charge offs  (15,051) 
Provision  4,379 

Balance at March 31, 2023 $ (48,938) 
Charge offs  — 
Provision  6,766 

Balance at June 30, 2023 $ (42,172) 
Charge offs  — 
Provision  10,889 

Balance at September 30, 2023 $ (31,283) 

Successor
Commercial 

Mortgage Loans
Balance at May 25, 2022 $ — 

Provision  (34,972) 
Balance at June 30, 2022 $ (34,972) 

Provision  (1,149) 
Balance at September 30, 2022 $ (36,121) 

Predecessor
Commercial 

Mortgage Loans
Balance at January 1, 2022 $ (97,079) 

Provision  4,255 
Balance at March 31, 2022 $ (92,824) 

Provision  — 
Balance at May 24, 2022 $ (92,824) 

The decrease in allowance from prior year is largely driven by lower rates on improving hotel properties returning to pre-
pandemic service levels.
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The asset and allowance balances for credit losses for mortgage loans by property-type are shown below (in thousands):

September 30, 2023 December 31, 2022
Asset Balance Allowance Asset Balance Allowance

Apartment $ 983,562 $ (2,913) $ 805,690 $ (1,111) 
Hotel  1,018,720  (2,273)  1,009,560  (5,400) 
Industrial  1,081,943  (1,100)  1,043,305  (4,118) 
Office  913,546  (12,163)  1,131,982  (17,420) 
Parking  415,179  (1,044)  419,878  (5,566) 
Retail  814,875  (4,163)  842,483  (3,740) 
Storage  118,683  (258)  118,875  (469) 
Other  345,891  (7,369)  212,668  (442) 

Total $ 5,692,399 $ (31,283) $ 5,584,441 $ (38,266) 

Credit Quality Indicators

Mortgage loans are segregated by property-type and quantitative and qualitative allowance factors are applied. Qualitative factors 
are developed quarterly based on the pooling of assets with similar risk characteristics and historical loss experience adjusted for 
the expected trend in the current market environment. Credit losses are pooled by property-type as it represents the most similar 
and reliable risk characteristics in our portfolio. The amortized cost of mortgage loans by year of origination by property-type are 
shown below (in thousands):

Amortized Cost Basis by Origination Year
2023 2022 2021 2020 2019 Prior Total

Apartment $ 2,050 $ 404,218 $ 253,170 $ 83,684 $ 139,808 $ 100,632 $ 983,562 
Hotel  118,306  220,280  32,077  38,986  129,354  479,717  1,018,720 
Industrial  —  313,069  179,398  215,923  129,296  244,257  1,081,943 
Office  7,147  89,772  5,593  24,003  46,016  741,015  913,546 
Parking  —  54,702  28,875  26,854  12,756  291,992  415,179 
Retail  —  233,046  117,337  64,637  34,606  365,249  814,875 
Storage  —  8,155  20,344  36,181  38,109  15,894  118,683 
Other  59,324  142,289  44,646  —  28,302  71,330  345,891 

Total $ 186,827 $ 1,465,531 $ 681,440 $ 490,268 $ 558,247 $ 2,310,086 $ 5,692,399 
Allowance for credit losses  (31,283) 

Total, net of allowance $ 5,661,116 

Generally, mortgage loans are secured by first liens on income-producing real estate with a loan-to-value ratio of up to 75%. It is 
the Company's policy to not accrue interest on loans that are 90 days delinquent and where amounts are determined to be 
uncollectible. At September 30, 2023, two commercial loans were past due over 90 days or in non-accrual status.

Off-Balance Sheet Credit Exposures

The Company has off-balance sheet credit exposures related to non-cancellable unfunded commitment amounts on commercial 
mortgage loans. We estimate the allowance for these exposures by applying the allowance rate we computed for each property 
type to the related outstanding commitment amounts. As of September 30, 2023, we have included a $1.9 million liability in other 
liabilities on the condensed consolidated statements of financial position based on unfunded loan commitments of $518 million.
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Note 6 - Real Estate and Other Investments

The carrying amount of investment real estate, net of accumulated depreciation, and real estate partnerships by property-type and 
geographic distribution are as follows (in thousands, except percentages):

September 30, 2023 December 31, 2022
Amount Percentage Amount Percentage

Hotel $ 81,330  2.9 % $ 77,458  7.5 %
Industrial  157,348  5.5  167,522  16.2 
Land  48,819  1.7  48,199  4.7 
Office  412,680  14.5  243,431  23.5 
Retail  212,027  7.5  211,923  20.5 
Apartments  320,208  11.3  253,678  24.5 
Other  1,603,995  56.6  33,508  3.1 

Total $ 2,836,407  100.0 % $ 1,035,719  100.0 %

 September 30, 2023 December 31, 2022
Amount Percentage Amount Percentage

East North Central $ 105,754  8.8 % $ 97,938  9.5 %
East South Central  22,010  1.8  27,650  2.7 
Mountain  233,081  19.7  239,672  23.1 
Pacific  172,717  14.6  160,289  15.5 
South Atlantic  197,017  15.9  88,280  8.5 
West South Central  430,553  36.9  371,049  35.8 
Other  1,675,275  2.3  50,841  4.9 

Total $ 2,836,407  100.0 % $ 1,035,719  100.0 %

As of September 30, 2023, no real estate investments met the criteria as held-for-sale.

Consolidated VIEs

American National regularly invests in real estate partnerships and frequently participates in the design with the sponsor, but in 
most cases, its involvement is limited to financing. Some of these partnerships have been determined to be variable interest 
entities (“VIEs”). In certain instances, in addition to an economic interest in the entity, American National holds the power to 
direct significant activities of the entity and is deemed the primary beneficiary. The assets of the consolidated VIEs are restricted 
and must first be used to settle their liabilities. Creditors or beneficial interest holders of these VIEs have no recourse to the 
general credit of American National, as American National’s obligation is limited to the amount of its committed investment. 
American National has not provided financial or other support to the VIEs in the form of liquidity arrangements, guarantees, or 
other commitments to third-parties that may affect the fair value or risk of its variable interest in the VIEs in 2023 or 2022.
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The assets and liabilities relating to the VIEs included in the condensed consolidated financial statements are as follows (in 
thousands):

September 30, 2023 December 31, 2022
Fixed maturity securities, bonds available-for-sale, at estimated fair value $ 378,080 $ 282,535 
Mortgage loans on real estate, net of allowance for credit losses  26,929  — 
Real estate and real estate partnerships, net of accumulated depreciation  278,822  123,630 
Equity securities, at fair value  2,110,998  44,858 
Investment funds  1,269,987  799,886 
Short-term investments  4,101  500 

Total investments  4,068,917  1,251,409 
Cash and cash equivalents  124,258  12,953 
Premiums due and other receivables  1,715  2,221 
Other assets  33,489  74,393 

Total assets of consolidated VIEs $ 4,228,379 $ 1,340,976 
Notes payable  170,155  150,913 
Other liabilities  52,651  1,141,026 

Total liabilities of consolidated VIEs $ 222,806 $ 1,291,939 

The notes payable in the condensed consolidated statements of financial position pertain to the borrowings of the consolidated 
VIEs. The liability of American National relating to notes payable of the consolidated VIEs is limited to the amount of its direct 
or indirect investment in the respective ventures, which totaled $3.0 million and $10.5 million at September 30, 2023 and 
December 31, 2022, respectively.

The total long-term notes payable of the consolidated VIEs consists of the following (in thousands):

Interest rate Maturity September 30, 2023 December 31, 2022
LIBOR or Equivalent 2023 $ — $ 10,702 
4.18% fixed 2024  60,947  61,905 
1M TermSOFR + applicable margin 2025  6,182  — 
3.25% 2026  8,896  6,420 
7.25% 2026  10,561  — 
1M SOFR + 2.5%, Rate Floor 3.5% 2029  78,790  71,886 

Total notes payable of ANTAC consolidated VIEs  165,376  150,913 
Other notes payable  4,779  — 

Total notes payable of consolidated VIEs $ 170,155 $ 150,913 

Unconsolidated VIEs
 September 30, 2023 December 31, 2022

 
Carrying 
Amount

Maximum 
Exposure 

to Loss
Carrying 
Amount

Maximum 
Exposure 

to Loss
Real estate and real estate partnerships $ 315,395 $ 315,395 $ 316,692 $ 316,692 
Mortgage loans on real estate  646,368  646,368  601,198  601,198 
Accrued investment income  2,157  2,157  1,863  1,863 

American National’s equity in earnings of real estate partnerships is the Company’s share of operating earnings and realized gains 
from investments in real estate joint ventures and other limited partnership interests (“joint ventures”) using the equity method of 
accounting. 

The Company’s total investment in investment funds, real estate partnerships, and other partnerships of which substantially all are 
limited liability companies ("LLCs") or limited partnerships, was comprised of $2.2 billion and $1.7 billion at September 30, 
2023 and December 31, 2022, respectively.
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Note 7 – Derivative Instruments

American National purchases over-the-counter equity-indexed options as economic hedges against fluctuations in the equity 
markets to which equity-indexed products are exposed. These options are not designated as hedging instruments for accounting 
purposes under GAAP. Equity-indexed contracts include a fixed host universal-life insurance or annuity contract and an equity-
indexed embedded derivative. The detail of derivative instruments is shown below (in thousands, except number of instruments): 

Derivatives Not Designated 
as Hedging Instruments

Location in the Condensed 
Consolidated Statements 
of Financial Position

September 30, 2023 December 31, 2022
Number of 

Instruments
Notional 
Amounts

Estimated 
Fair Value

Number of 
Instruments

Notional 
Amounts

Estimated 
Fair Value

Equity-indexed options Other invested assets  628 $ 3,960,800 $ 175,675  531 $ 3,772,900 $ 121,150 
Equity-indexed embedded 
derivative

Policyholders’ account 
balances  139,081  3,789,300  825,516  134,505  3,658,231  725,546 

Gains (Losses) Recognized in Income on Derivatives
QTD YTD

Successor Successor Successor Successor Predecessor

Three months 
ended 

September 30, 
2023

Three months 
ended 

September 30, 
2022

Nine months 
ended 

September 30, 
2023

Period from 
May 25, 2022 

through 
September 30, 

2022

Period from 
January 1, 

2022 through 
May 24, 2022

Derivatives Not 
Designated as Hedging 
Instruments

Location in the Condensed 
Consolidated Statements of 
Operations

Equity-indexed options Net investment income $ (31,706) $ (25,370) $ 39,712 $ (45,461) $ (127,587) 
Equity-indexed embedded 
derivative

Interest credited to 
policyholders’ account 
balances  (22,662)  67,154  (94,144)  91,235  96,815 

The Company’s use of derivative instruments exposes it to credit risk in the event of non-performance by counterparties. The 
Company has a policy of only dealing with counterparties it believes are creditworthy and obtaining sufficient collateral where 
appropriate, as a means of mitigating the financial loss from defaults. The Company holds collateral in cash and notes secured by 
U.S. government-backed assets. The non-performance risk is the net counterparty exposure based on fair value of open contracts 
less fair value of collateral held. The Company maintains master netting agreements with its current active trading partners. A 
right of offset has been applied to collateral that supports credit risk and has been recorded in the condensed consolidated 
statements of financial position as an offset to “Other invested assets” with an associated payable to “Other liabilities” for excess 
collateral.
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Information regarding the Company’s exposure to credit loss on the options it holds is presented below (in thousands):

  September 30, 2023

Counterparty
Moody/S&P 

Rating
Options Fair 

Value
Collateral 

Held in Cash

Collateral 
Held in 
Invested 
Assets

Total 
Collateral 

Held

Collateral 
Amounts 
Used to 
Offset 

Exposure
Excess 

Collateral

Exposure 
Net of 

Collateral
Bank of America A2/A- $ 11,177 $ 10,850 $ — $ 10,850 $ 10,848 $ 2 $ 329 
Barclays Baa2/BBB  36,855  27,205  10,000  37,205  36,667  538  — 
Credit Suisse Baa1/BBB  13,915  14,540  —  14,540  13,915  625  — 
ING Baa1/A-  9,324  9,540  —  9,540  9,324  216  — 
JP Morgan Chase A1/A-  4,143  4,265  —  4,265  4,143  122  — 
Morgan Stanley A1/A-  26,565  24,220  5,700  29,920  26,565  3,355  — 
NATIXIS* A1/A  3,290  3,420  —  3,420  3,290  130  — 
Truist A3/A-  47,116  43,401  5,000  48,401  47,116  1,285  — 
Wells Fargo A1/BBB+  23,290  27,770  —  27,770  23,290  4,480  — 
       Total $ 175,675 $ 165,211 $ 20,700 $ 185,911 $ 175,158 $ 10,753 $ 329 

  December 31, 2022

Counterparty
Moody/S&P 

Rating
Options Fair 

Value
Collateral 

Held in Cash

Collateral 
Held in 
Invested 
Assets

Total 
Collateral 

Held

Collateral 
Amounts 
Used to 
Offset 

Exposure
Excess 

Collateral

Exposure 
Net of 

Collateral
Bank of America A2/A- $ 4,821 $ 5,050 $ — $ 5,050 $ 4,821 $ 229 $ — 
Barclays Baa2/BBB  26,615  16,902  10,000  26,902  26,615  287  — 
Credit Suisse Baa1/BBB+  6,124  5,280  —  5,280  5,280  —  844 
ING Baa1/A-  8,559  8,650  —  8,650  8,559  91  — 
Morgan Stanley A1/BBB+  23,420  17,386  5,700  23,086  23,086  —  334 
NATIXIS* A1/A  18,841  19,130  —  19,130  18,841  289  — 
Truist A3/A-  22,172  17,540  5,000  22,540  22,172  368  — 
Wells Fargo A1/BBB+  10,599  10,610  —  10,610  10,468  142  131 
       Total $ 121,151 $ 100,548 $ 20,700 $ 121,248 $ 119,842 $ 1,406 $ 1,309 

* Collateral is prohibited from being held in invested assets.
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Note 8 – Net Investment Income and Realized Investment Gains (Losses) 

Net investment income is shown below (in thousands):

QTD YTD
Successor Successor Successor Successor Predecessor

 Three months 
ended September 

30, 2023

Three months 
ended September 

30, 2022

Nine months 
ended September 

30, 2023

Period from May 
25, 2022 through 

September 30, 
2022

Period from 
January 1, 2022 
through May 24, 

2022 
Bonds $ 173,026 $ 147,836  496,943 $ 204,862 $ 223,195 
Short-term investments  45,794  19,524  137,994  25,111  3,870 
Equity securities  4,458  310  4,349  734  629 
Mortgage loans  79,558  74,744  222,005  99,142  123,278 
Real estate and real estate partnerships  3,013  25,010  23,289  47,406  111,344 
Investment funds  52,915  9,861  102,836  17,071  34,431 
Equity-indexed options  (31,706)  (25,370)  39,712  (45,461)  (127,587) 
Other invested assets  11,940  10,267  34,989  14,328  15,648 

Total $ 338,998 $ 262,182  1,062,117 $ 363,193 $ 384,808 

Net investment income from equity method investments, comprised of real estate partnerships and investment funds was $50.3 
million and $39.7 million for the three months ended September 30, 2023 and 2022, respectively. Net investment income from 
equity method investments, comprised of real estate partnerships and investment funds, was $120.7 million and $169.6 million for 
the nine months ended September 30, 2023 and 2022, respectively.

Net realized investment gains (losses) are shown below (in thousands):

QTD YTD
Successor Successor Successor Successor Predecessor

 Three months 
ended September 

30, 2023

Three months 
ended September 

30, 2022

Nine months 
ended September 

30, 2023

Period from May 
25, 2022 through 

September 30, 
2022

Period from 
January 1, 2022 
through May 24, 

2022 
Bonds $ (2,974) $ (10,194) $ (51,000) $ (10,668) $ 10,339 
Mortgage loans  (8,787)  —  (14,838)  —  — 
Real estate  (2,915)  6,440  1,311  7,418  10,461 
Other invested assets  (1)  150  (183)  150  273 

Total $ (14,677) $ (3,604) $ (64,710) $ (3,100) $ 21,073 
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Note 9 – Fair Value of Financial Instruments

The carrying amount and fair value of financial instruments are shown below (in thousands):

 September 30, 2023 December 31, 2022
Carrying 
Amount Fair Value

Carrying 
Amount Fair Value

Financial assets

      Fixed maturity, bonds available-for-sale $ 12,352,608 $ 12,352,608 $ 13,512,819 $ 13,512,819 

Equity securities  829,213  829,213  428,369  428,369 

Equity-indexed options, included in other invested assets  175,675  175,675  121,150  121,150 

Mortgage loans on real estate, net of allowance  5,661,116  5,328,156  5,546,175  5,306,834 

Policy loans  383,077  383,077  374,481  374,481 

Short-term investments  3,501,024  3,501,024  1,836,678  1,836,678 
Separate account assets ($1,157,995 and $1,012,449 included in fair value 

hierarchy)  1,090,390  1,090,390  1,045,217  1,045,217 

Separately managed accounts, included in other invested assets  121,707  121,707  127,291  127,291 
                Total financial assets $ 24,114,810 $ 23,781,850 $ 25,254,370 $ 25,015,029 
Financial liabilities

Investment contracts $ 14,074,384 $ 14,074,384 $ 9,780,174 $ 9,780,174 
Embedded derivative liability for equity-indexed contracts  825,516  825,516  725,546  725,546 
Notes payable  170,155  170,155  150,913  150,913 
Separate account liabilities ($1,157,995 and $1,012,449 included in fair 

value hierarchy)  1,090,390  1,090,390  1,045,217  1,045,217 
                Total financial liabilities $ 16,160,445 $ 16,160,444 $ 11,701,850 $ 11,701,850 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability. A fair value hierarchy is used 
to determine fair value based on a hypothetical transaction at the measurement date from the perspective of a market participant. 
American National has evaluated the types of securities in its investment portfolio to determine an appropriate hierarchy level 
based upon trading activity and the observability of market inputs. The classification of assets or liabilities within the fair value 
hierarchy is based on the lowest level of significant input to its valuation. The input levels are defined as follows:

Level 1  Unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2  Quoted prices in markets that are not active or inputs that are observable directly or indirectly. Level 2 inputs include 
quoted prices for similar assets or liabilities other than quoted prices in Level 1; quoted prices in markets that are not 
active; or other inputs that are observable or can be derived principally from or corroborated by observable market data 
for substantially the full term of the assets or liabilities.

Level 3  Unobservable inputs that are supported by little or no market activity and are significant to the fair value of the assets 
or liabilities. Unobservable inputs reflect American National’s own assumptions about the assumptions that market 
participants would use in pricing the asset or liability. Level 3 assets and liabilities include financial instruments whose 
values are determined using pricing models and third-party evaluation, as well as instruments for which the 
determination of fair value requires significant management judgment or estimation.
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Valuation Techniques for Financial Instruments Recorded at Fair Value

Fixed Maturity Securities and Equity Options—American National utilizes a pricing service to estimate fair value 
measurements. The fair value for fixed maturity securities that are disclosed as Level 1 measurements are based on unadjusted 
quoted market prices for identical assets that are readily available in an active market. The estimates of fair value for most fixed 
maturity securities, including municipal bonds, provided by the pricing service are disclosed as Level 2 measurements as the 
estimates are based on observable market information rather than market quotes. The pricing service utilizes market quotations for 
fixed maturity securities that have quoted prices in active markets. Since fixed maturity securities generally do not trade on a daily 
basis, the pricing service prepares estimates of fair value measurements for these securities using its proprietary pricing 
applications, which include available relevant market information, benchmark curves, benchmarking of like securities, sector 
groupings and matrix pricing. Additionally, an option adjusted spread model is used to develop prepayment and interest rate 
scenarios.

The pricing service evaluates each asset class based on relevant market information, credit information, perceived market 
movements and sector news. The market inputs utilized in the pricing evaluation, listed in the approximate order of priority, 
include: benchmark yields, reported trades, pricing source quotes, issuer spreads, two-sided markets, benchmark securities, bids, 
offers, reference data, and economic events. The extent of the use of each market input depends on the asset class and the market 
conditions. Depending on the security, the priority of the use of inputs may change or some market inputs may not be relevant. 
For some securities, additional inputs may be necessary.

American National has reviewed the inputs and methodology used and the techniques applied by the pricing service to produce 
quotes that represent the fair value of a specific security. The review confirms that the pricing service is utilizing information from 
observable transactions or a technique that represents a market participant’s assumptions. American National does not adjust 
quotes received from the pricing service. The pricing service utilized by American National has indicated that they will only 
produce an estimate of fair value if there is objectively verifiable information available.

American National holds a small amount of private placement debt and fixed maturity securities that have characteristics that 
make them unsuitable for matrix pricing. For these securities, a quote from an independent pricing source (typically a market 
maker) is obtained. Due to the disclaimers on the quotes that indicate the price is indicative only, American National includes 
these fair value estimates in Level 3.

For securities priced using a quote from an independent pricing source, such as the equity-indexed options and certain fixed 
maturity securities, American National uses a market-based fair value analysis to validate the reasonableness of prices received. 
Price variances above a certain threshold are analyzed further to determine if any pricing issue exists. This analysis is performed 
quarterly.

Equity Securities—For publicly-traded equity securities, prices are received from a nationally recognized pricing service that are 
based on observable market transactions, and these securities are classified as Level 1 measurements. For certain preferred stock, 
current market quotes in active markets are unavailable. In these instances, an estimated fair value is received from the pricing 
service. The service utilizes similar methodologies to price preferred stocks as it does for fixed maturity securities. If applicable, 
these estimates would be disclosed as Level 2 measurements. American National tests the accuracy of the information provided 
by reference to other services annually.

Short-term Investments—Short-term investments are primarily commercial paper rated A2 or P2 or better by Standard & Poor's 
and Moody's, respectively. Commercial paper is carried at amortized cost which approximates fair value. These investments are 
classified as Level 2 measurements. 
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Separate Account Assets and Liabilities—Separate account assets and liabilities are funds that are held separate from the 
general assets and liabilities of American National. Separate account assets include funds representing the investments of variable 
insurance product contract holders, who bear the investment risk of such funds. Investment income and investment gains and 
losses from these separate funds accrue to the benefit of the contract holders. American National reports separately, as assets and 
liabilities, investments held in such separate accounts and liabilities of the separate accounts if (i) such separate accounts are 
legally recognized; (ii) assets supporting the contract liabilities are legally insulated from American National’s general account 
liabilities; (iii) investments are directed by the contract holder; and (iv) all investment performance, net of contract fees and 
assessments, is passed through to the contract holder. In addition, American National's qualified pension plan assets are included 
in separate accounts. The assets of these accounts are carried at fair value. Deposits, net investment income and realized 
investment gains and losses for these accounts are excluded from revenues, and related liability increases are excluded from 
benefits and expenses in the condensed consolidated statements of operations. Separate accounts are established in conformity 
with insurance laws and are not chargeable with liabilities that arise from any other business of American National.

The separate account assets included on the quantitative disclosures fair value hierarchy table are comprised of short-term 
investments, equity securities, and fixed maturity bonds available-for-sale. Equity securities are classified as Level 1 
measurements. Short-term investments and fixed maturity securities are classified as Level 2 measurements. These classifications 
for separate account assets reflect the same fair value level methodologies as listed above as they are derived from the same 
vendors and follow the same process. 

The separate account assets also include cash and cash equivalents, investment funds, accrued investment income, and receivables 
for securities. These are not financial instruments and are not included in the quantitative disclosures of fair value hierarchy table.

The balances and changes in separate account assets and liabilities for the nine months ended September 30, 2023 were as follows 
(in thousands):

September 30, 2023

Variable Life
Variable 
Annuities Pension Total

Balance, beginning of year $ 230,148 $ 349,820 $ 465,249 $ 1,045,217 
 Premiums and deposits  8,447  48,422  1,260  58,129 
 Policy charges  (7,140)  (3,184)  (99)  (10,423) 
 Surrenders and withdrawals  (12,977)  (64,773)  (233)  (77,983) 
 Benefit payments  —  —  (17,663)  (17,663) 
 Investment performance  24,251  25,738  48,815  98,804 
Net transfers from (to) general account  (2,017)  (3,674)  —  (5,691) 
 Balance, end of period $ 240,712 $ 352,349 $ 497,329 $ 1,090,390 

 Cash Surrender Value $ 240,712 $ 352,813 $ — $ 593,525 

Embedded Derivatives—The amounts reported within policyholder contract deposits include equity linked interest crediting 
rates based on the S&P 500 within indexed annuities and indexed life. The following unobservable inputs are used for measuring 
the fair value of the embedded derivatives associated with the policyholder contract liabilities:

• Lapse rate assumptions are determined by company experience. Lapse rates are generally assumed to be lower during a 
contract’s surrender charge period and then higher once the surrender charge period has ended. Decreases to the assumed 
lapse rates generally increase the fair value of the liability as more policyholders persist to collect the crediting interest 
pertaining to the indexed product. Increases to the lapse rate assumption decrease the fair value.

• Mortality rate assumptions vary by age and gender based on company and industry experience. Decreases to the assumed 
mortality rates increase the fair value of the liabilities as more policyholders earn crediting interest. Increases to the 
assumed mortality rates decrease the fair value as higher decrements reduce the potential for future interest credits.

• Equity volatility assumptions begin with current market volatilities and grow to long-term values. Increases to the 
assumed volatility will increase the fair value of liabilities, as future projections will produce higher increases in the 
linked index. At September 30, 2023 and December 31, 2022, the one year implied volatility used to estimate embedded 
derivative value was 18.3% and 23.4%, respectively.
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Fair values of indexed life and annuity liabilities are calculated using the discounted cash flow technique. Shown below are the 
significant unobservable inputs used to calculate the Level 3 fair value of the embedded derivatives within policyholder contract 
deposits (in millions, except range percentages):

 Fair Value  Range
 September 30, 2023 December 31, 2022 Unobservable Input September 30, 2023 December 31, 2022
Security type 

Embedded derivative 
Indexed Annuities $ 792.3 $ 713.5 Lapse Rate 1-50% 1-50%

Mortality Multiplier 100% 100%
Equity Volatility 10-64% 16-66%

Indexed Life $ 33.2 $ 12.1 Equity Volatility 14-62% 16-66%

Quantitative Disclosures

The fair value hierarchy measurements of the financial instruments are shown below (in thousands):

Assets and Liabilities Carried at Fair Value by Hierarchy Level at September 30, 2023

 Total Fair Value Level 1 Level 2 Level 3
Financial assets

Fixed maturity, bonds available-for-sale
U.S. treasury and government $ 64,244 $ 64,244 $ — $ — 
U.S. states and political subdivisions  725,526  —  725,526  — 
Foreign governments  8,728  —  8,728  — 
Corporate debt securities  9,843,651  —  8,128,171  1,715,480 
Residential mortgage-backed securities  118,294  —  118,294  — 
Collateralized debt securities  1,592,165  —  1,574,802  17,363 

Total bonds available-for-sale  12,352,608  64,244  10,555,521  1,732,843 
Equity securities

Common stock  727,208  124,107  —  603,101 
Preferred stock  95,941  21,487  —  74,454 
Private equity and other  6,064  —  —  6,064 

Total equity securities  829,213  145,594  —  683,619 
Options  175,675  —  —  175,675 
Short-term investments  3,501,024  2,218,475  —  1,282,549 
Separate account assets  1,057,995  327,850  730,145  — 
Separately managed accounts  121,707  —  —  121,707 

Total financial assets $ 18,038,222 $ 2,756,163 $ 11,285,666 $ 3,996,393 
Financial liabilities

Embedded derivative for equity-indexed contracts $ 825,516 $ — $ — $ 825,516 
Market risk benefits  61,804  —  —  61,804 
Separate account liabilities  1,057,995  327,850  730,145  — 

Total financial liabilities $ 1,945,315 $ 327,850 $ 730,145 $ 887,320 
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Assets and Liabilities Carried at Fair Value by Hierarchy Level at December 31, 2022

 Total Fair Value Level 1 Level 2 Level 3
Financial assets

Fixed maturity, bonds available-for-sale
U.S. treasury and government $ 40,009 $ 40,009 $ — $ — 
U.S. states and political subdivisions  854,861  —  854,861  — 
Foreign governments  9,004  —  9,004  — 
Corporate debt securities  11,257,630  —  10,525,008  732,622 
Residential mortgage-backed securities  126,748  —  126,748  — 
Collateralized debt securities  1,224,567  —  362,381  862,186 

Total bonds available-for-sale  13,512,819  40,009  11,878,002  1,594,808 
Equity securities

Common stock  371,836  203,034  —  168,802 
Preferred stock  56,533  21,917  —  34,616 

Total equity securities  428,369  224,951  —  203,418 
Options  121,150  —  —  121,150 
Short-term investments  1,836,678  595,098  —  1,241,580 
Separate account assets  1,012,499  313,752  698,747  — 
Separately managed accounts  127,291  —  —  127,291 

Total financial assets $ 17,038,806 $ 1,173,810 $ 12,576,749 $ 3,288,247 
Financial liabilities

Embedded derivative for equity-indexed contracts $ 725,546 $ — $ — $ 725,546 
Separate account liabilities  1,012,499  313,752  698,747  — 

Total financial liabilities $ 1,738,045 $ 313,752 $ 698,747 $ 725,546 
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For financial instruments measured at fair value on a recurring basis using Level 3 inputs during the period, a reconciliation of the 
beginning and ending balances is shown below (in thousands):

 Level 3
 Three months ended September 30, 2023
 Assets Liability

Successor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning Balance $ 4,493,000 $ 215,446 $ 127,291 $ 808,598 
Net loss for derivatives and bonds included in net investment 
income  —  (31,706)  —  — 
Net change included in interest credited  —  —  —  22,662 
Net fair value change included in other comprehensive income  (381,467)  —  (358)  — 
Purchases, sales and settlements or maturities

Purchases  642,162  37,831  11,030  — 
Sales  (1,042,052)  —  (16,256)  — 
Settlements or maturities  (12,632)  (45,896)  —  — 

Premiums less benefits  —  —  —  (5,744) 
Ending balance at September 30, 2023 $ 3,699,011 $ 175,675 $ 175,675 $ 121,707 $ 825,516 

 Level 3
 Nine months ended September 30, 2023
 Assets Liability

Successor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning Balance $ 3,039,806 $ 121,150 $ 127,291 $ 725,546 
Net gain for derivatives and bonds included in net investment 
income  —  39,712  —  — 
Net change included in interest credited  —  —  —  94,144 
Net fair value change included in other comprehensive income  (286,273)  —  (1,358)  — 
Purchases, sales and settlements or maturities

Purchases  2,866,162  98,709  14,030  — 
Sales  (1,908,052)  —  (18,256)  — 
Settlements or maturities  (12,632)  (83,896)  —  — 

Premiums less benefits  —  —  —  5,826 
Ending balance at September 30, 2023 $ 3,699,011 $ 175,675 $ 121,707 $ 825,516 

 Level 3
 Three months ended September 30, 2022
 Assets Liability

Successor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning balance $ 741,936 $ 101,254 $ 118,184 $ 724,239 
Net loss for derivatives included in net investment income  —  (25,286)  —  — 
Net change included in interest credited  —  —  —  (67,154) 
Net fair value change included in other comprehensive income  (487)  —  444  — 
Purchases, sales and settlements or maturities

Purchases  1,153,506  28,990  14,946  — 
Sales  (2,706)  —  (7,936)  — 
Settlements or maturities  —  (6,722)  —  — 

Premiums less benefits  —  1,479  —  —  14,315 
Ending balance at September 30, 2022 $ 1,892,249 $ 98,236 $ 125,638 $ 671,400 

Table of Contents

Note 9 – Fair Value of Financial Instruments – (Continued)

39



 Level 3
 Period from May 25, 2022 through September 30, 2022
 Assets Liability

Successor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning balance $ 376,254 $ 114,883 $ 112,866 $ 745,075 
Net loss for derivatives included in net investment income  —  (45,377)  —  — 
Net change included in interest credited  —  —  —  (91,235) 
Net fair value change included in other comprehensive income  (471)  —  587  — 
Purchases, sales and settlements or maturities

Purchases  1,521,673  37,981  26,008  — 
Sales  (5,207)  —  (13,823)  — 
Settlements or maturities  —  (9,251)  —  — 

Premiums less benefits  —  —  —  17,560 
Ending balance at September 30, 2022 $ 1,892,249 $ 98,236 $ 125,638 $ 671,400 

 Level 3
 Period from January 1, 2022 through May 24, 2022
 Assets Liability

Predecessor
Investment 
Securities

Equity-Indexed 
Options

Separately 
Managed Accounts

Embedded 
Derivative

Beginning balance $ 280,705 $ 259,393 $ 99,884 $ 832,579 
Net loss for derivatives included in net investment income  —  (127,587)  —  — 
Net change included in interest credited  —  —  —  (96,815) 

Net fair value change included in other comprehensive income  395  —  (368)  — 
Purchases, sales and settlements or maturities

Purchases  145,542  43,934  23,046  — 
Sales  (50,388)  —  (9,696)  — 
Settlements or maturities  —  (60,847)  —  — 

Premiums less benefits  —  —  —  9,311 

Ending balance at May 24, 2022 $ 376,254 $ 114,893 $ 112,866 $ 745,075 

Within the net gain (loss) for derivatives included in net investment income were unrealized gains of $37.9 million and unrealized 
losses of $41.0 million, relating to assets still held at September 30, 2023 and 2022, respectively.

There were no transfers between Level 1 and Level 2 fair value hierarchies during the periods presented. American National’s 
valuation of financial instruments categorized as Level 3 in the fair value hierarchy are based on valuation techniques that use 
significant inputs that are unobservable or had a decline in market activity that obscured observability. The indicators considered 
in determining whether a significant decrease in the volume and level of activity for a specific asset has occurred include the level 
of new issuances in the primary market, trading volume in the secondary market, the level of credit spreads over historical levels, 
applicable bid-ask spreads, and price consensus among market participants and other pricing sources.  Level 3 assets and 
liabilities include financial instruments whose values are determined using pricing models and discounted cash flow methodology 
based on spread/yield assumptions. Approximately $575 million of level 3 securities were priced by third party services in the 
successor periods presented.

Equity-index Options—Certain over the counter equity options are valued using models that are widely accepted in the financial 
services industry. These are categorized as Level 3 as a result of the significance of non-market observable inputs such as 
volatility and forward price/dividend assumptions. Other primary inputs include interest rate assumptions (risk-free rate 
assumptions), and underlying equity quoted index prices for identical or similar assets in markets that exhibit less liquidity 
relative to those markets.
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The following summarizes the fair value (in thousands), valuation techniques and unobservable inputs of the Level 3 fair value 
measurements:

Fair Value at 
September 30, 2023 Valuation Technique Unobservable Input

Range/Weighted 
Average

Security type
Investment securities

Common stock $ 609,165 Guideline public company method (1) Recurring Revenue Multiple 6.3x
LTM EBITDA Multiple 0

CVM 0
LTM Revenue Multiple 2.1x
NCY Revenue Multiple 0
NCY Cash Flow Multiple 5.0x
NCY  EBITDA Multiple 0

Preferred stock  74,454 Guideline public company method LTM Revenue Multiple (4) 4x
CVM Priced at cost, LTM EBITDA 

Multiple
0

NCY Revenue Multiple 0
LTM EBITDA Multiple 12.7x
NCY CF Multiple 5x
Term (Years) 1.1
LTM EBITDA (est.) Multiple 7.5x
NCY EBITDA Multiple 0
NTM Adj. EBITDA Multiple 9x
NCY Cash Flow Multiple 5x
Option pricing method, 
Volatility

73.6x

Market Transaction 0
Bonds  1,732,843 Priced at cost

Separately managed accounts $ 121,707 Discounted cash flows (yield analysis) Discount rate 8.80-18.50%
CVM NCY EBITDA 0x
Market transaction N/A

Fair Value at 
December 31, 2022 Valuation Technique Unobservable Input

Range/Weighted 
Average

Security type
Investment securities

Common stock $ 1,131 Guideline public company method (1) LTM Revenue Multiple 3xx
CVM NCY Revenue Multiple (6) 0.6x

NCY EBITDA Multiple 5.5x
LQA Recurring Revenue 
Multiple (7)

7.25

Preferred stock $ 5,058 Guideline public company method LTM Revenue Multiple (4) 5.4x
CVM NCY Revenue Multiple 6.82x

LTM EBITDA Multiple 5.50x
NCY EBITDA Multiple (8) 5.50x

Bonds $ 311,732 Priced at cost Coupon rate 4.00-11.13%
Separately managed accounts $ 127,291 Discounted cash flows (yield analysis) Discount rate 7.60-21.10%

CVM NCY EBITDA 0x
Market transaction N/A

(1) Guideline public company method uses price multiples from data on comparable public companies. Multiples are then adjusted to account for differences between what is being 
valued and comparable firms.

(2) Recurring Revenue Multiple for the most relevant period of time, measures the value of the equity or a business relative to the revenues it generates.
(3) Last Twelve Months (“LTM”) EBITDA Multiple valuation metric shows earnings before interest, taxes, depreciation and amortization ("EBITDA") adjustments for the past 12 

month period.
(4) LTM Revenue Multiple valuation metric shows revenue for the past 12 month period.
(5) Next Calendar Year (“NCY”) EBITDA Multiple is the forecasted EBITDA expected to be achieved over the next calendar year.
(6) NCY Revenue forecast revenue over the next calendar year.
(7) Last quarter annualized recurring revenue.  Total recurring revenue realized during the previous quarter multiplied by 4.
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Investment Securities—These bonds use cost as the best estimate of fair value. They are valued at cost because the value would 
not change unless there is a fundamental deterioration in the portfolio. There is no observable market valuation price or third-
party sources that provide market values for these securities since they are not publicly traded. The common and preferred stock 
are valued at market transaction, option pricing method, or guideline public company method based on the best available 
information.

Separately Managed Accounts—The separately managed account manager uses the mid-point of a range from a third-party to 
price these securities. Discounted cash flows (yield analysis) and market transactions approach are used in the valuation. They use 
discount rate which is considered an unobservable input.

Fair Value Information About Financial Instruments Not Recorded at Fair Value

Information about fair value estimates for financial instruments not measured at fair value is discussed below:

Mortgage Loans—The fair value of mortgage loans is estimated using discounted cash flow analyses on a loan-by-loan basis by 
applying a discount rate to expected cash flows from future installment and balloon payments. The discount rate takes into 
account general market trends and specific credit risk trends for the individual loan. Factors used to arrive at the discount rate 
include inputs from spreads based on U.S. Treasury notes and the loan’s credit quality, region, property-type, lien priority, 
payment type and current status.

Policy Loans—The carrying value of policy loans is the outstanding balance plus any accrued interest. Due to the collateralized 
nature of policy loans such that they cannot be separated from the policy contracts, the unpredictable timing of repayments and 
the fact that settlement is at outstanding value, American National believes the carrying value of policy loans approximates fair 
value.

Investment Contracts—The carrying value of investment contracts is equivalent to the accrued account balance. The accrued 
account balance consists of deposits, net of withdrawals, net of interest credited, fees and charges assessed and other adjustments. 
American National believes that the carrying value of investment contracts approximates fair value because the majority of these 
contracts’ interest rates reset at anniversary.

Notes Payable—Notes payable are carried at outstanding principal balance. The carrying value of the notes payable approximates 
fair value because the underlying interest rates approximate market rates at the balance sheet date.
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The carrying value and estimated fair value of financial instruments not recorded at fair value on a recurring basis are shown 
below (in thousands):

 September 30, 2023
FV Hierarchy 

Level Carrying Amount Fair Value
Financial assets

Mortgage loans on real estate, net of allowance Level 3 $ 5,661,116 $ 5,328,156 
Policy loans Level 3  383,077  383,077 

Total financial assets $ 6,044,193 $ 5,711,233 
Financial liabilities

Investment contracts Level 3 $ 14,074,384 $ 14,074,384 
Long-term debt Level 3  1,498,386  1,451,780 
Notes payable Level 3  170,155  170,155 

Total financial liabilities $ 15,742,925 $ 15,696,319 

December 31, 2022
FV Hierarchy 

Level Carrying Amount Fair Value
Financial assets

Mortgage loans on real estate, net of allowance Level 3 $ 5,546,175 $ 5,306,834 
Policy loans Level 3  374,481  374,481 

Total financial assets $ 5,920,656 $ 5,681,315 
Financial liabilities

Investment contracts Level 3 $ 9,780,174 $ 9,780,174 
Long-term debt Level 3  1,495,774  1,503,400 
Notes payable Level 3  150,913  150,913 

Total financial liabilities $ 11,426,861 $ 11,434,487 
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Note 10 – Deferred Policy Acquisition Costs and Value of Business Acquired

The changes in the asset for DAC and VOBA for the nine months ended September 30, 2023 were as follows (in thousands):

 Life Annuity Health
Property 

& Casualty Total
Beginning balance at January 1, 2023 $ 400,985 $ 72,469 $ 7,153 $ 184,871 $ 665,478 

Additions  145,947  143,312  7,703  346,906  643,868 
Amortization  (31,008)  (11,621)  (5,322)  (350,206)  (398,157) 

Net change  114,939  131,691  2,381  (3,300)  245,711 
Ending balance at September 30, 2023 $ 515,924 $ 204,160 $ 9,534 $ 181,571 $ 911,189 

Commissions comprise the majority of additions to deferred policy acquisition costs.

The following table provides the projected VOBA amortization expenses for a five-year period and thereafter (in thousands):

Years Asset
2023 $ 8,261 
2024  30,734 
2025  27,424 
2026  24,750 
2027  22,385 
Thereafter  227,064 
Total amortization expense $ 340,618 

The amortization of the VOBA asset is included in the change in deferred acquisition costs in the consolidated statement of 
operations. 
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Note 11 – Liability for Unpaid Claims and Claim Adjustment Expenses

The liability for unpaid claims and claim adjustment expenses (“claims”) for health and property and casualty insurance is 
included in “Policy and contract claims” in the condensed consolidated statements of financial position and is the amount 
estimated for incurred but not reported (“IBNR”) claims and claims that have been reported but not settled. The liability for 
unpaid claims is estimated based upon American National’s historical experience and actuarial assumptions that consider the 
effects of current developments, anticipated trends and risk management programs, less anticipated salvage and subrogation. The 
effects of the changes are included in the condensed consolidated results of operations in the period in which the changes occur. 
The time value of money is not taken into account for the purposes of calculating the liability for unpaid claims. There have been 
no significant changes in methodologies or assumptions used to calculate the liability for unpaid claims and claim adjustment 
expenses.

Information regarding the liability for unpaid claims is shown below (in thousands):

 

 Successor Successor Predecessor

 
Nine months ended 
September 30, 2023

Period from May 
25, 2022 through 

September 30, 2022

Period from 
January 1, 2022 
through May 24, 

2022
Unpaid claims balance, beginning $ 1,554,761 $ 1,496,156 $ 1,455,080 

Less: Reinsurance recoverables  305,334  281,156  288,358 
Net beginning balance  1,249,427  1,215,000  1,166,722 
Incurred related to

Current  1,227,254  510,825  562,144 
Prior years  (25,459)  (20,344)  (21,106) 

Total incurred claims  1,201,795  490,481  541,038 
Paid claims related to

Current  655,327  324,608  225,241 
Prior years  432,286  122,718  267,519 

Total paid claims  1,087,613  447,326  492,760 
Net balance  1,363,609  1,258,155  1,215,000 

Plus: Reinsurance recoverables  316,709  315,632  281,156 
Unpaid claims balance, ending $ 1,680,318 $ 1,573,787 $ 1,496,156 

Estimates for ultimate incurred claims attributable to insured events of prior years’ decreased by approximately $25.4 million 
during the first nine months of 2023 and decreased by $20.3 million during the same period in 2022. The favorable development 
in 2023 during the “Successor” period was a reflection of lower-than-anticipated losses arising from commercial lines of business. 
The favorable development in 2022 during the “Predecessor” period was a reflection of lower-than-anticipated settlement of 
losses arising from Manager General Underwriting, credit health, worksite health, personal auto, commercial auto and 
agribusiness lines of business.

For short-duration health insurance claims, the total of IBNR plus expected development on reported claims included in the 
liability for unpaid claims and claim adjustment expenses at September 30, 2023 and December 31, 2022 was $16.8 million and 
$16.0 million, respectively.
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A reconciliation of the effective tax rate to the statutory federal tax rate is shown below (in thousands, except percentages):

QTD YTD
Successor Successor Successor Successor Predecessor

 

Three months 
ended September 

30, 2023

Three months 
ended September 

30, 2022

Nine months 
ended September 

30, 2023

Period from May 
25, 2022 through 

June 30, 2022

Period from 
January 1, 2022 
through May 24,  

2022
 Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate
Total expected income tax expense at the 
statutory rate $ 12,880  21.0 % $ 40,827  21.0 % $ 40,274  21.0 % $ 35,476  21.0 % $ 35,113  21.0 %
Tax-exempt investment income  (759)  (1.2)  (899)  (0.5)  (2,344)  (1.2)  (1,204)  (0.7)  (1,811)  (1.1) 
Dividend exclusion  (25)  —  (126)  (0.1)  (188)  (0.1)  (246)  (0.1)  (224)  (0.1) 
Tax credits, net  (4,861)  (7.9)  (1,313)  (0.7)  (14,563)  (7.6)  (1,754)  (1.0)  (2,213)  (1.3) 
Low income housing tax credit expense  824  1.3  890  0.5  2,253  1.2  1,159  0.7  1,344  0.8 
Merger transaction costs  —  —  (4)  —  —  —  830  0.5  2,621  1.6 
Deferred tax adjustment  —  —  —  —  —  —  —  —  (2,148)  (1.3) 
Other items, net  570  0.9  1,660  1.0  2,772  1.4  20  —  295  0.2 

Total $ 8,629  14.1 % $ 41,035  21.2 % $ 28,204  14.7 % $ 34,281  20.4 % $ 32,977  19.8 %

For the three months ended September 30, 2023, American National received no income tax refunds and made no income tax 
payments. For the nine months ended September 30, 2023 American National received income tax refunds of $15.9 million and 
made income tax payments of $22.6 million.  As of September 30, 2023, American National had net operating loss carryforwards 
of $188 million and no material tax credit carryforwards.  Net operating loss carryforwards, if not utilized, will expire in 2043.

American National is a party to a tax sharing agreement with its parent, BAMR US Holdings, LLC. In accordance with the 
agreement, if American National has taxable income, it pays its share of the consolidated federal income tax liability to its parent. 
However, if American National incurs a tax loss, the tax benefit is recovered by decreasing subsequent year’s federal income tax 
payments to its parent.

American National’s federal income tax returns for tax years 2020 to 2022 are subject to examination by the Internal Revenue 
Service. In the opinion of management, all prior year deficiencies have been paid or adequate provisions have been made for any 
tax deficiencies that may be upheld.

As of September 30, 2023, American National had no provision for uncertain tax positions and no provision for penalties or 
interest. In addition, management does not believe there are any uncertain tax benefits that could be recognized within the next 
twelve months that would impact American National’s effective tax rate.
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Note 13 – Accumulated Other Comprehensive Income (Loss)

According to PGAAP Accounting, accumulated other comprehensive income (loss) (“AOCI”), was written off as a result of the 
Merger with Brookfield Reinsurance. The components of and changes in AOCI are shown below (in thousands):

Successor

Net Unrealized 
Gains (Losses) 
on Securities

Defined 
Benefit 

Pension Plan 
Adjustments

Foreign 
Currency 

Adjustments

Change in 
Discount 

Rate Used to 
Measure 

LFPB

Change in 
Fair Value 
of Market 

Risk 
Benefits

Accumulated 
Other 

Comprehensive 
Income (Loss)

Beginning balance at January 1, 2023 $ (721,536) $ 1,161 $ (1,237) $ 253,126 $ 20,779 $ (447,707) 
Amounts reclassified from AOCI  30,000  4,341  —  —  —  34,341 
Unrealized losses arising during the period  (38,207)  —  —  —  —  (38,207) 
Change in discount rates  —  —  —  138,738  —  138,738 
Change in fair value market risk benefits  —  —  —  —  (20,483)  (20,483) 
Foreign currency adjustment  —  —  155  —  —  155 

Ending balance at September 30, 2023 $ (729,743) $ 5,502 $ (1,082) $ 391,864 $ 296 $ (333,163) 

Net Unrealized 
Gains (Losses) 
on Securities

Defined 
Benefit 

Pension Plan 
Adjustments

Foreign 
Currency 

Adjustments

Accumulated 
Other 

Comprehensive 
Income (Loss)

Beginning balance at May 25, 2022 $ — $ — $ — $ — 
Amounts reclassified to from AOCI  2,109  (2,887)  —  (778) 
Unrealized losses arising during the period  (767,588)  —  —  (767,588) 
Unrealized losses on investments attributable to participating policyholders’ 

interest  15,684  —  —  15,684 
Change in discount rates  —  —  —  — 
Change in fair value market risk benefits  —  —  —  — 
Foreign currency adjustment  —  —  1,100  1,100 

Ending balance at September 30, 2022 $ (749,795) $ (2,887) $ 1,100 $ (751,582) 

Predecessor

Net Unrealized 
Gains (Losses) 
on Securities

Defined 
Benefit 

Pension Plan 
Adjustments

Foreign 
Currency 

Adjustments

Accumulated 
Other 

Comprehensive 
Income (Loss)

Beginning balance at January 1, 2022 $ 149,312 $ 546 $ (2,804) $ 147,054 
Amounts reclassified from AOCI  (6,587)  4,800  —  (1,787) 
Unrealized losses arising during the period  (782,002)  —  —  (782,002) 
Unrealized adjustment to DAC  157,231  —  —  157,231 
Unrealized losses on investments attributable to participating policyholders’ 

interest  10,648  —  —  10,648 
Foreign currency adjustment  —  —  312  312 

Ending balance at May 24, 2022 $ (471,398) $ 5,346 $ (2,492) $ (468,544) 

Unrealized gains increased during the period ended September 30, 2023 compared to December 31, 2022, as a result of a decrease 
in the benchmark ten-year interest rates, which were 4.57% and 3.87%, respectively.
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Note 14 – Equity and Noncontrolling Interests

Prior to the Merger, ANAT had one class of common stock with a par value of $0.01 per share, with 50,000,000 authorized shares 
and 26,887,200 outstanding shares (including 10,000 shares of restricted stock). On May 25, 2022, the effective date of the 
Merger, each issued and outstanding share of the Company's common stock was converted into the right to receive $190.00 in 
cash without interest pursuant to the Merger Agreement. Refer to Note 1, Nature of Operations, for more information. Subsequent 
to the closing of the merger, and effective September 30, 2022, ANAT converted from a corporation to a limited liability 
company. Following such conversion, there is one outstanding member unit, which is owned by BAMR US Holdings LLC 
("BAMR US"), an indirect wholly owned subsidiary of Brookfield Reinsurance.

Statutory Capital and Surplus

Risk Based Capital (“RBC”) is a measure defined by the National Association of Insurance Commissioners ("NAIC") and is used 
by insurance regulators to evaluate the capital adequacy of American National's insurance subsidiaries. RBC is calculated using 
formulas applied to certain financial balances and activities that consider, among other things, investment risks related to the type 
and quality of investments, insurance risks associated with products and liabilities, interest rate risks and general business risks. 
Insurance companies that do not maintain capital and surplus at a level at least 100% of the company action level RBC are 
required to take certain actions.

American National's insurance subsidiaries prepare financial statements in accordance with statutory accounting practices 
prescribed or permitted by the insurance department of each subsidiary's state of domicile, which include certain components of 
the National Association of Insurance Commissioners’ Codification of Statutory Accounting Principles (“NAIC Codification”). 
NAIC Codification is intended to standardize regulatory accounting and reporting to state insurance departments. However, 
statutory accounting practices continue to be established by individual state laws and permitted practices. Modifications by the 
various state insurance departments may impact the statutory capital and surplus of our insurance subsidiaries.

Statutory accounting differs from GAAP primarily by charging policy acquisition costs to expense as incurred, establishing future 
policy benefit liabilities using different actuarial assumptions, and valuing securities on a different basis. In addition, certain 
assets are not admitted under statutory accounting principles and are charged directly to surplus.

American National has been granted a permitted practice from the Texas Department of Insurance to recognize an admitted asset 
related to the notional value of coverage defined in an excess of loss reinsurance agreement. The permitted practice increases the 
statutory capital and surplus of American National by $563.6 million at September 30, 2023. The statutory capital and surplus of 
American National would have remained above authorized control level RBC had it not used the permitted practice.

One of American National’s insurance subsidiaries has been granted a permitted practice from the Missouri Department of 
Insurance to record as the valuation of its investment in a wholly-owned subsidiary that is the attorney-in-fact for a Texas 
domiciled insurer, the statutory capital and surplus of the Texas domiciled insurer. This permitted practice increases the statutory 
capital and surplus of American National Property And Casualty Company ("ANPAC") by $66.6 million and $79.3 million at 
September 30, 2023 and December 31, 2022, respectively. The statutory capital and surplus of both ANPAC and American 
National Lloyds Insurance Company would have remained above the authorized control level RBC had it not used the permitted 
practice.

The statutory capital and surplus and net income (loss) of our life and property and casualty insurance entities in accordance with 
statutory accounting practices are shown below (in thousands):

September 30, 2023 December 31, 2022
Statutory capital and surplus

Life insurance entities $ 1,857,074 $ 4,207,301 
Property and casualty insurance entities  1,631,301  1,768,116 

 Three months ended September 30, Nine months ended September 30,
 2023 2022 2023 2022
Statutory net income (loss)

Life insurance entities $ (58,055) $ 232,859 $ (165,745) $ 323,101 
Property and casualty insurance entities  (18,356)  2,317  (66,600)  (2,653) 
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Note 14 – Equity and Noncontrolling Interests - (Continued)

Dividends

We paid a quarterly dividend of $0.82 per share during the three months ended March 31, 2022, prior to the completion of the 
Merger effective May 25, 2022.

Under the terms of the Merger Agreement with Brookfield Reinsurance, American National was not permitted to pay cash 
dividends prior to the closing of the Merger, except for quarterly cash dividends of not more than $0.82 per share, with record and 
payment dates set forth on an agreed schedule that reflected American National’s historical dividend amounts, record dates and 
payment dates. Consistent with that schedule, American National paid four quarterly cash dividends after the Merger Agreement 
was signed on August 6, 2021.

On January 1, 2023,  ANICO's wholly owned subsidiary ANH Investments, LLC (“ANH”) distributed the stock of its wholly 
owned subsidiary American National Insurance Holdings, Inc. (“ANIH”) to ANICO, and ANICO distributed such stock to 
ANAT. Such transactions were pursuant to approvals from the domiciliary state insurance regulators of ANICO and the 
subsidiary insurance companies owned by ANIH as of December 31, 2022. In addition, on January 1, 2023, ANICO distributed 
its entire interest in its wholly owned subsidiary, ANTAC, LLC to ANAT.

Noncontrolling Interest

American National County Mutual Insurance Company (“County Mutual”) is a mutual insurance company owned by its 
policyholders. ANICO has a management agreement that effectively gives it control of County Mutual. As a result, County 
Mutual is included in the condensed consolidated financial statements of American National. Policyholder interests in the 
financial position of County Mutual are reflected as noncontrolling interest of $6.8 million at September 30, 2023 and $6.8 
million at December 31, 2022.

ANAT and its subsidiaries exercise control or ownership of various joint ventures, resulting in their consolidation into American 
National’s condensed consolidated financial statements. The interests of the other partners in the consolidated joint ventures are 
shown as a noncontrolling interest of $95.9 million and $67.5 million at September 30, 2023 and December 31, 2022, 
respectively.

Note 15 – Debt

As a result of the Merger on May 25, 2022, the Company assumed the Term Loan Agreement with a consortium of banks 
providing for five-year term loans in the aggregate principal amount of $1.5 billion maturing May 23, 2027. Interest is tied to 
Secured Overnight Financing Rate ("SOFR") and reset and paid quarterly. The all in rate at the end of the third quarter was 
6.278%. On June 13, 2022, the Company repaid $500 million under the Term Loan Agreement and at September 30, 2023 had 
$1.0 billion principal amount outstanding. The outstanding debt balance was reduced by $2.8 million in unamortized issuance 
costs as of September 30, 2023. Year-to-date interest payments were $47.3 million and $18.5 million for nine months ended 
September 30, 2023 and seven months ended December 31, 2022.

In June 2022, the Company issued $500 million of 6.144% unsecured Senior Notes maturing June 13, 2032. Interest is payable in 
arrears in June and December of each year. Such notes were offered under Rule 144A of the Securities Act of 1933, as amended. 
The proceeds from the Senior Notes were used to repay a portion of the Term Loan Agreement. The outstanding note balance was 
reduced by $4.2 million in unamortized issuance costs as of September 30, 2023. An interest payment of $15.4 million was made 
on June 12, 2023.
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Note 16 – Commitments and Contingencies

Commitments

American National and its subsidiaries lease insurance sales office space, technological equipment, and automobiles. The 
remaining long-term lease commitments at September 30, 2023 were approximately $11.9 million.

American National had aggregate commitments at September 30, 2023 to purchase, expand or improve real estate, to fund fixed 
interest rate mortgage loans, and to purchase other invested assets of $1.7 billion, of which $700.5 million is expected to be 
funded in 2023. The remaining $1.0 billion will be funded in 2024 and beyond.

In addition, the Company had revolving commitments of $112.5 million expected to be funded during 2023 and 2024.

American National had outstanding letters of credit in the amount of $3.5 million of September 30, 2023 and December 31, 2022.

Federal Home Loan Bank ("FHLB") Agreements

The Company has access to the FHLB’s financial services including advances that provide an attractive funding source for short-
term borrowing and for access to other funding agreements. As of September 30, 2023, certain municipal bonds and collateralized 
mortgage obligations with a fair value of approximately $8.9 million and commercial mortgage loans of approximately $1.1 
billion were on deposit with the FHLB as collateral for borrowing. As of September 30, 2023, the collateral provided borrowing 
capacity of approximately $657.3 million. The deposited securities and commercial mortgage loans are included in the 
Company’s condensed consolidated statements of financial position within fixed maturity securities and mortgage loans on real 
estate, net of allowance, respectively.

Litigation

American National and certain subsidiaries are defendants in various lawsuits concerning alleged breaches of contracts, various 
employment matters, allegedly deceptive insurance sales and marketing practices, and miscellaneous other causes of action 
arising in the ordinary course of operations. Certain of these lawsuits include claims for compensatory and punitive damages. We 
provide accruals for these items to the extent we deem the losses probable and reasonably estimable. After reviewing these 
matters with legal counsel, based upon information presently available, management is of the opinion that the ultimate resultant 
liability, if any, would not have a material adverse effect on American National’s condensed consolidated financial position, 
liquidity or results of operations; however, assessing the eventual outcome of litigation necessarily involves forward-looking 
speculation as to judgments to be made by judges, juries and appellate courts in the future.

Such speculation warrants caution, as the frequency of large damage awards, which bear little or no relation to the economic 
damages incurred by plaintiffs in some jurisdictions, continues to create the potential for an unpredictable judgment in any given 
lawsuit. These lawsuits are in various stages of development, and future facts and circumstances could result in management 
changing its conclusions. It is possible that, if the defenses in these lawsuits are not successful, and the judgments are greater than 
management can anticipate, the resulting liability could have a material impact on our condensed consolidated financial position, 
liquidity, or results of operations. With respect to the existing litigation, management currently believes that the possibility of a 
material judgment adverse to American National is remote. Accruals for losses are established whenever they are probable and 
reasonably estimable. If no one estimate within the range of possible losses is more probable than any other, an accrual is 
recorded based on the lowest amount of the range.
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Note 17 – Related Party Transactions 

American National has entered into recurring transactions and agreements with certain related parties. Prior to the Merger, these 
included mortgage loans, management contracts, agency commission contracts, marketing agreements, health insurance contracts, 
and legal services. The impact on the condensed consolidated financial statements of significant related party transactions is 
discussed below.

In 2023, the Company purchased related party investments totaling $3.0 billion, of which $1.9 billion were short term collateral 
loans, $0.7 billion in bonds and $0.4 billion in common stock and other various investment classes. In 2022, the Company 
purchased $0.8 billion in related party investments, composed of $0.7 billion in bonds, and $0.1 billion in residual equity. 
Investment transactions with related parties are accounted for in the same manner as those with unrelated parties in the financial 
statements.

For the three and nine months ended September 2023 the Company paid investment management fees due to related party 
arrangements of $4.7 million and $13.9 million, respectively. For the three and nine months ended September, 2022 the Company 
paid investment management fees of $4.5 million.

On November 8, 2022 ANAT and BAMR US Holdings LLC entered into a deposit agreement. The balance at September 30, 
2023 was $294.3 million. The deposit is considered a cash and cash equivalent in the Company's consolidated statements of 
financial position as of September 30, 2023.

On August 17, 2023 ANTAC, LLC (a subsidiary of ANAT) and BAMR US Holdings LLC entered into a deposit agreement. The 
balance at September 30, 2023 was $155.7 million. The deposit is considered a cash and cash equivalent in the Company's 
consolidated statements of financial position as of September 30, 2023.
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Note 18 – Liability for Future Policy Benefits

The balances and changes in the liability for future policy benefits for the nine months ended September 30, 2023 are as follows 
(in thousands):

September 30, 2023

Term Life Whole Life Annuity Health
Pension Risk 

Transfer
Present value of Expected Net Premiums:

Balance, beginning of period $ 2,181,520 $ 1,338,304 $ — $ 254,452 $ — 
Beginning balance at original discount rate  2,400,114  1,425,419  —  262,239  — 

Effect of changes in cash flow assumptions  (2,775)  977  —  27,118  — 
Effect of actual variances from expected 
experience  (56,053)  19,200  1,291  (634)  — 

Adjusted beginning of period balance  2,341,286  1,445,596  1,291  288,723  — 
Net issuances (lapses)  35,947  39,533  11,338  (25,934)  677,762 
Interest accrual  55,641  32,575  94  7,176  5,106 

Net premiums collected  (111,500)  (179,122)  (12,723)  (26,770)  (682,868) 

Ending balance at original discount rate  2,321,374  1,338,582  —  243,195  — 

Effect of changes in discount rate assumptions  (324,182)  (119,614)  —  (8,098)  — 

Balance, end of period $ 1,997,192 $ 1,218,968 $ — $ 235,097 $ — 

Present value of Expected Future Policy Benefits:

Balance, beginning of year $ 2,694,329 $ 2,635,785 $ 1,285,771 $ 292,528 $ 2,263 
Beginning balance at original discount rate  2,960,617  2,914,365  1,365,795  303,469  2,346 

Effect of changes in cash flow assumptions  (2,983)  1,396  —  27,618  (1,071) 
Effect of actual variances from expected 
experience  (56,472)  19,171  1,434  2,069  — 

Adjusted beginning of period balance  2,901,162  2,934,932  1,367,229  333,156  1,275 
Net issuances (lapses)  35,874  39,518  11,384  (26,153)  682,447 
Interest accrual  69,136  66,213  30,653  8,518  17,718 

Benefit payments  (83,363)  (301,608)  (118,800)  (29,931)  (15,369) 

Ending balance at original discount rate  2,922,809  2,739,055  1,290,466  285,590  686,071 

Effect of changes in discount rate assumptions  (401,508)  (387,747)  (110,713)  (11,726)  (38,277) 

Balance, end of period  2,521,301  2,351,308  1,179,753  273,864  647,794 

Gross liability for future policy benefits  524,109  1,132,340  1,179,753  38,767  647,794 
Impact of flooring  —  —  —  —  — 

Net liability for future policy benefits  524,109  1,132,340  1,179,753  38,767  647,794 
Less: Reinsurance recoverable  (46,806)  —  —  (14,839)  — 
Net liability for future policy benefits, after 
reinsurance recoverable $ 477,303 $ 1,132,340 $ 1,179,753 $ 23,928 $ 647,794 

Weighted-average liability duration of the liability 12.0 17.9 7.7 5.9 8.5

Undiscounted expected future benefit payments $ 5,815,485 $ 6,237,204 $ 1,929,853 $ 459,069 $ 1,134,457 

Undiscounted expected gross premiums  6,126,052  2,737,506  —  536,472  — 
Gross premiums recognized in statement of 
operations  46,161  65,122  5,764  42,729  148,044 
Interest expense recognized in statement of 
operations  8,570  22,165  19,819  1,337  7,940 

Interest accretion rate  4.8 %  4.5 %  4.5 %  4.0 %  5.2 %

Current discount rate  6.0  5.9  5.8  4.6  5.9 
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Note 18 – Liability for Future Policy Benefits – (Continued)

The reconciliation of liability for future policy benefits in the consolidated statement of financial position are as follows (in 
thousands):

September 30, 2023
Term life $ 524,110 
Whole life  1,132,341 
Annuity  1,179,623 
Health  38,248 
Pension Risk Transfer  647,794 
Deferred profit liability  84,891 
VOBA  1,797,390 

Total $ 5,404,397 

Note 19 – Policyholder Account Balances

Policyholder account balances relate to investment-type contracts and universal life-type policies. Investment-type contracts 
principally include traditional individual fixed annuities in the accumulation phase and non-variable group annuity contracts. 
Policyholder account balances are equal to (i) policy account values, which consist of an accumulation of gross premium 
payments; (ii) credited interest, ranging from 1.0% to 8.0% (some annuities have enhanced first year crediting rates ranging from 
1.0%to7.0%), less expenses, mortality charges, and withdrawals; and (iii) fair value adjustment.

The balances and changes in policyholders' account balances for the nine months ended September 30, 2023 were as follows (in 
thousands):

September 30, 2023

Universal Life
Equity Indexed 
Universal Life

Fixed Deferred 
Annuity

Equity Indexed 
Annuity

Balance, beginning of period $ 1,356,087 $ 613,661 $ 7,295,531 $ 4,683,853 
Issuances  28,109  35,319  3,725,826  293,451 
Premiums received  188,743  105,939  18,513  7,875 
Policy charges  (206,614)  (70,225)  (3,273)  (8,456) 
Surrenders and withdrawals  (121,085)  (16,641)  (1,215,832)  (425,151) 
Interest credited  27,562  35,229  206,600  170,895 

Balance, end of period $ 1,272,802 $ 703,282 $ 10,027,365 $ 4,722,467 

Weighted-average crediting rate  2.8 %  7.1 %  3.7 %  1.8 %
Net amount at risk $ 21,426,982 $ 16,016,051 $ — $ 374,467 
Cash surrender value $ 1,189,193 $ 550,285 $ 9,543,412 $ 4,114,397 
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Note 19 – Policyholder Account Balances - (Continued)

The reconciliation of policyholders’ account balances to the policyholders’ account balances’ liability in the consolidated 
statement of financial position are shown below (in thousands):

September 30, 2023
Universal life $ 1,272,802 
Equity indexed universal life  703,282 
Fixed deferred annuity  10,027,365 
Equity indexed annuity  4,722,467 
Single premium immediate annuity  306,397 
Variable universal life  21,820 
Variable deferred annuity  11,860 
Pension  4,492 

Total $ 17,070,485 

The balance of account values by range of guaranteed minimum crediting rates and the related range of difference, in basis points, 
between rates being credited to policyholders and the respective guaranteed minimums are shown below (in thousands):

September 30, 2023
Range of Guaranteed 

Minimum Crediting Rate
At Guaranteed 

Minimum
1  - 50 Basis 

Points Above
51  - 150 Basis 
Points Above

> 150 Basis 
Points Above

Total

Universal Life 0.00%-1.00% $ 19,539 $ — $ — $ — $ 19,539 
1.00%-2.00%  18,967  2,083  10,599  —  31,649 
2.00%-3.00%  411,498  —  148,267  —  559,765 
Greater than 3.00%  661,849  —  —  —  661,849 
Total $ 1,111,853 $ 2,083 $ 158,866 $ — $ 1,272,802 

Equity Indexed Universal Life 0.00%-1.00% $ 21,178 $ — $ — $ — $ 21,178 
1.00%-2.00%  286,513  —  126,331  200,653  613,497 
2.00%-3.00%  —  —  68,607  —  68,607 
Greater than 3.00%  —  —  —  —  — 
Total $ 307,691 $ — $ 194,938 $ 200,653 $ 703,282 

Fixed Deferred Annuity 0.00%-1.00% $ — $ — $ — $ — $ — 
1.00%-2.00%  320,224  421,381  1,880,611  2,080,971  4,703,187 
2.00%-3.00%  792,181  411,855  41,011  3,803,014  5,048,061 
Greater than 3.00%  268,426  6,248  609  834  276,117 
Total $ 1,380,831 $ 839,484 $ 1,922,231 $ 5,884,819 $ 10,027,365 

Equity Indexed Annuity 0.00%-1.00% $ 2,741,493 $ 44,564 $ 442,005 $ 703,927 $ 3,931,989 
1.00%-2.00%  425,450  8,268  143,152  47,579  624,449 
2.00%-3.00%  85,947  11,498  9,857  58,727  166,029 
Greater than 3.00%  —  —  —  —  — 
Total $ 3,252,890 $ 64,330 $ 595,014 $ 810,233 $ 4,722,467 

Table of Contents

54



Note 20 - Deferred Profit Liability

For limited-pay products, gross premiums received in excess of net premiums are deferred at initial recognition as DPL. The 
assumptions and reflection of experience for DPL will be consistent with those used in the liability for future policy benefits, 
including the remeasurement methodology. The discount rate used in calculating DPL will be consistent with the locked-in rate 
used for the liability for future policy benefits.

DPL is amortized in income on a constant basis in relation with benefit payments. For life contingent payout annuities DPL is 
amortized over expected future benefit payments.

For limited payment traditional life permanent contracts, DPL is amortized over face amount. 

The balances and changes in the DPL for the nine months ended September 30, 2023 were as follows (in thousands):

September 30, 2023

Whole Life Annuity Health
Pension Risk 

Transfer
Balance, beginning of period
Balance, beginning of period, at locked-in discount rate $ 17,841 $ 6,056 $ — $ — 

Effect of changes in cash flow assumptions  (177)  62  —  1,013 
Effect of actual variances from expected experience  (340)  1,157  —  (646) 

Adjusted beginning of period balance  17,324  7,275  —  367 
Profits deferred  24,689  1,377  17,014  16,978 
Interest accrual  740  181  —  227 
Amortization  (14)  (599)  (393)  (202) 

Balance, end of period, at locked-in discount rate $ 42,739 $ 8,234 $ 16,621 $ 17,370 

In May 2023, a subsidiary of the Company entered into a coinsurance agreement with an external reinsurer to cede 100% of its 
existing Medicare Supplement business.
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Note 21 - Market Risk Benefits

American National classifies the Lifetime Income Rider ("LIR") as an MRB. The LIR is a rider offering guaranteed minimum 
withdrawal benefits available on certain fixed indexed annuity products.

The balances of and changes in guaranteed minimum withdrawal benefits associated with annuity contracts follow (in thousands).

September 30, 2023
Annuity

Balance, beginning of period $ 44,892 
Balance, beginning of period, before effect of changes in the instrument-specific credit risk  44,892 
Effect of changes in the beginning instrument-specific credit risk  26,303 

Effect of model refinements  — 
Effect of non-financial assumption update  (8,561) 

Attributed fees collected  9,320 
Interest accrual  2,455 
Adjustment from deterministic to stochastic  14,873 
Effect of experience variance  (9,777) 
Effect of changes in financial assumptions  (30,144) 
Issuance  303 

Balance, end of period, before effect of changes in nonperformance risk  49,664 
Effect of changes in the ending instrument-specific credit risk  (510) 

Balance, end of period  49,154 
Reinsurance recoverable, end of period  — 

Balance, end of period, net of reinsurance $ 49,154 

September 30, 2023
Annuity

Weighted-average attained age of contract holders amounted $ 65 

The reconciliation of market risk benefits by amounts in an asset position and in a liability position to the market risk benefits 
amount in the consolidated statement of financial position follows (in thousands).

September 30, 2023
Asset Liability Net

Annuity $ 13,616 $ 61,804 $ 48,188 

Note 22 - Subsequent Events

The Company evaluated all events and transactions through November 30, 2023, the date the accompanying consolidated 
financial statements were available to be issued.
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Note 23 - Dispositions

Disposition of Standard Life and Accident Insurance Company

In June 2023, a subsidiary of ANAT finalized an agreement with Core Specialty Insurance Holdings, Inc. to sell its Managing 
General Underwriter ("MGU") stop-loss business. The business is being acquired for cash through the acquisition of 100% of the 
stock of Standard Life and Accident Insurance Company (“SLAICO”) and certain reinsurance transactions.  The life, annuity and 
non-MGU stop-loss health business currently in SLAICO will be reinsured back to the Company at closing. The completion of 
the transaction will be conditional upon obtaining the required regulatory approvals and is expected to close in the fourth quarter 
of 2023.

The carrying amounts of the major classes of assets and liabilities classified as held for sale are shown below (in thousands):

September 30, 2023
Cash and cash equivalents $ 12,927 
Accrued investment income  7,910 
Reinsurance recoverables  185,735 
Premiums due and other receivables  43,039 
Other assets  11,793 

Total assets $ 261,404 
Policy and contract claims $ 189,445 
Other liabilities  55,158 

Total liabilities $ 244,603 
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PART I

Item 1.    Business

Introduction

We are a leader in the development and sale of fixed index and fixed rate annuity products.  We were incorporated in the state of Iowa on 
December 15, 1995.  We issue fixed annuity products through our wholly-owned life insurance subsidiaries, American Equity Investment 
Life Insurance Company ("American Equity Life"), American Equity Investment Life Insurance Company of New York ("American Equity 
Life of New York") and Eagle Life Insurance Company ("Eagle Life").  We have one business segment which represents our core business 
comprised of the sale of fixed index and fixed rate annuities.  We are licensed to sell our products in 50 states and the District of Columbia.  
Throughout this report, unless otherwise specified or the context otherwise requires, all references to "American Equity", the "Company", 
"we", "our" and similar references are to American Equity Investment Life Holding Company and its consolidated subsidiaries.

Investor related information, including periodic reports filed on Forms 10-K, 10-Q and 8-K and any amendments may be found on our 
website at www.american-equity.com as soon as reasonably practicable after such reports are filed with the Securities and Exchange 
Commission ("SEC").  In addition, we have available on our website our: (i) code of business conduct and ethics; (ii) audit and risk 
committee charter; (iii) compensation and talent management committee charter; (iv) nominating and corporate governance committee charter 
and (v) corporate governance guidelines.  The information incorporated herein by reference is also electronically accessible from the SEC's 
website at www.sec.gov.

Annuity Market Overview

Our target market includes individuals, typically ages 40 or older, who are seeking to accumulate tax-deferred savings or create guaranteed 
lifetime income.  We believe that significant growth opportunities exist for annuity products because of favorable demographic and economic 
trends.  According to the U.S. Census Bureau, there were approximately 54 million Americans age 65 and older in 2019, representing 
approximately 16.5% of the U.S. population, up from 14% in 2015.  This group is expected to continue to grow and is expected to be over 
20% of the total U.S. population during the next decade.  We expect our fixed index and fixed rate annuity products to be particularly 
attractive to this group due to their principal protection, competitive rates of credited interest, tax-deferred growth, guaranteed lifetime income 
and alternative payout options.  We expect our competitive fixed index and fixed rate annuity products to enable us to enjoy favorable growth 
in client assets.

According to Secure Retirement Institute, with preliminary data for 4Q2022, total U.S. annuity sales in 2022 were $310.6 billion, up 21.9% 
compared to $254.8 billion in 2021.  Fixed annuity sales totaled $208.0 billion in 2022, up 61% compared to $129.2 billion in 2021.  This 
market is directly comparable to the target market for our products.  Fixed index annuity sales totaled $79.4 billion in 2022, up 24.6% 
compared to $63.7 billion in 2021.  Fixed rate deferred annuity sales were $112.1 billion in 2022, up 109.9% compared to $53.4 billion in 
2021.  Outside of fixed annuities, the other growing part of the U.S. annuity market was the registered index-linked annuity market.  Sales in 
this market were $40.9 billion in 2022, up 4.6% compared to $39.1 billion in 2021. 

Strategy

While the business looks considerably different today than it did when it was started back in 1995, the themes have been consistent.  We offer 
our customers simple fixed and fixed index annuity products, which we primarily sell through independent insurance agents in the 
independent marketing organization (“IMO”) distribution channel.  We have consistently been a leader in the IMO market.  We will benefit 
from two secular trends: the demographic trends of people retiring or getting close to retirement who want to accumulate wealth through 
index based investing while protecting their principal and the need of retirees and pre-retirees to have a way to deaccumulate their wealth into 
income for life.  A traditional brokerage based equity bond portfolio can’t really meet these unique needs, but a fixed index annuity can as 
part of holistic financial plan.  Finally, there is a scarcity value to what we do: that is originating billions of dollars of annuity funding each 
year at scale from the IMO channel, which is generally longer term funding than that achieved through sales in the bank and broker dealer 
channel. 

We will continue to implement an updated strategy, referred to as AEL 2.0, after having undertaken a thorough review of our business in 
2020.  AEL 2.0 is designed to capitalize on the scarcity value of our annuity origination and couple it with an “open architecture” investment 
management platform for investing the annuity assets.  Our approach to investment management is to partner with best in class investment 
management firms across a wide array of asset classes and capture part of the asset management value chain economics for our shareholders.  
This will enable us to operate at the intersection of both asset management and insurance.  Our updated strategy focuses on four key pillars: 
Go-to-Market, Investment Management, Capital Structure and Foundational Capabilities.

The Go-to-Market pillar focuses on how we generate long-term client assets, referred to as policyholder funds under management, through 
annuity product sales.  We consider our marketing capabilities and franchise to be one of our core competitive strengths.  The liabilities we 
originate can result in stable, long-term attractive funding, which is invested to earn a spread and return over the prudent level of risk capital.  
American Equity Life has become one of the leading insurance companies in the IMO distribution channel over our 25-year history and can 
tap into a core set of loyal independent producers to originate new annuity product sales.  We are focused on growing our loyal producers 
with one million dollars or greater of annuity product sales each year and to otherwise build our partnerships with key IMOs.  We plan to 
increase our share of annuity product sales generated by IMOs and accelerate our expansion into bank, broker dealer and registered 
investment advisor distribution through our subsidiary, Eagle Life.  Our strategy is to improve sales execution and enhance producer loyalty 
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with product solutions, focused marketing campaigns, distribution analytics to enhance both sales productivity and producer engagement and 
new client engagement models that complement traditional physical face-to-face interactions.  We plan to increase our reinsurable sales, 
continue to enhance our flexibility to adjust to market changes quickly, expand our product suite, and grow our ability to sell registered 
products.  We also see potential long-term opportunities in international markets.

The Investment Management pillar is focused on generating a strong return on assets which, in turn, will generate adequate spread income to 
support our liabilities, operations, and profitability.  Our investment strategy is to supplement our core fixed income investment portfolio with 
opportunistic investments in alpha-producing specialty sub-sectors like middle market credit and sectors with contractually strong cash flows 
like real estate and infrastructure, including private equity assets.  We execute on this strategy by forming partnerships with certain asset 
managers that will provide access to specific asset sectors, resulting in a sustainable supply of quality private investments, in addition to 
traditional fixed income securities.  The partnerships with asset managers may include us taking an equity interest in the asset manager to 
create greater alignment or forming an alternate economic sharing arrangement so we benefit as our partners scale their platforms with third 
party assets under management, as we have begun to do. 

The Capital Structure pillar is focused on greater use of reinsurance structuring to both optimize asset allocation for our balance sheet and 
enable American Equity Life to free up capital and become a capital-light company over time. The use of reinsurance will enable us to 
achieve three business outcomes over time: first, free up capital to potentially return to shareholders, second, redeploy capital into higher 
yielding alpha generating assets to grow investment income relative to new money yields in a traditional core fixed income portfolio and 
third, successfully demonstrating the first two outcomes will allow us to raise third-party capital into reinsurance vehicles ("side-cars") to 
provide risk capital to back a portion of our existing liabilities and future sales of annuity products.  This will enable us to convert from an 
investment spread business with our own capital at risk into a combination spread based and fee based business with externally sourced risk 
capital.  In combination, these three outcomes are likely to generate sustained, deployable capital for shareholders and significant accretion in 
return on equity (“ROE”) over time.  We also see potential long-term opportunities in reinsurance support to other insurers and outside the 
U.S..

The Foundational Capabilities pillar is focused on upgrading our operating platform to enhance the digital customer experience, create 
differentiation through data analytics to support the first three pillars, enhance core technology and align talent.  We have maintained high 
quality personal service as one of our highest priorities since our inception and continue to strive for an unprecedented level of timely and 
accurate service to both our agents and policyholders.  Examples of our high quality service include a live person answering phone calls and 
issuing policies within 24 hours of receiving the application if the paperwork is in good order.  We believe high quality service is one of our 
strongest competitive advantages and the foundational capabilities pillar will look to continue to enhance our high quality service.

The combination of differentiated investment strategies and increased capital efficiency improves annuity product competitiveness, thereby 
enhancing new business growth potential and further strengthening the operating platform.  This completes the virtuous cycle of the AEL 2.0 
business model, having started with a strong, at scale annuity originator, that is even further strengthened by the power of the investments and 
capital structure pillars. 

During 2022, we continued to advance our AEL 2.0 strategy as we executed against the four key pillars.  Key areas of advancement included 
the following:

• In our Investment Management pillar, we originated $5 billion of privately sourced assets at an expected return greater than 6% and 
expanded our primary focus from residential real estate in 2021 to a more diversified portfolio in 2022 covering a variety of sectors, 
including infrastructure, middle market credit and commercial real estate equity.  Across sectors, we will continue to be disciplined and 
deliberate, focusing on underlying assets with resilient cash flows where the majority of the return is largely delivered by underlying 
operating performance and where there is an advantage for an insurance balance sheet to own the assets. In addition, with fixed income 
spreads widening throughout most of the year, we seized this additional optionality to increase exposure in core fixed income while 
being more selective in our private asset strategy.

• In our Go-To-Market pillar, we substantially revamped our pricing procedures, affording us optionality to re-price product quickly as 
markets change.  Historically, we have repriced new products once or twice per year. Due to the changes we have made to improve these 
processes, we successfully delivered in excess of 50 product and rate changes during 2022. Our pricing has become more nimble, 
targeted and responsive to market changes which is important to generate growing sales while maintaining attractive double-digit 
internal rates of return (IRRs) on total sales volumes.  We also refreshed our distribution incentive and loyalty programs and continue to 
assess ways to further differentiate our service offerings to producers, building on our number one ranking for customer satisfaction for 
annuity producers by J.D. Powers and Associates. 

• In our Capital Structure pillar, we achieved $9.6 billion of fee generating reinsured balances and generated over $50 million in revenues 
in 2022.  This included new business ceded during the year of $1.3 billion to Brookfield and $3.8 billion of in-force to AeBe ISA LTD 
("AeBe"), which is affiliated with 26North Holdings LP ("26North") effective October 3rd.  Additionally, the new reinsurance agreement 
with AeBe resulted in a capital release of approximately $260 million to fund the growth in excess capital that supports the continued 
migration to privately sourced assets and capital return to shareholders. See Note 8 - Reinsurance and Policy Provisions for more 
information.  

• In our Foundational Capabilities pillar, we continued to invest in enhancing our foundational capabilities by implementing new 
investment accounting and investment management systems.  We are also in process of implementing a new general ledger system. 
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Products

Annuities offer our policyholders a tax-deferred means of accumulating retirement savings, as well as a reliable source of income during the 
payout period.  When our policyholders deposit cash for an annuity, we account for these receipts as policy benefit reserves in the liability 
section of our consolidated balance sheet.  The annuity deposits collected, by product type, during the three most recent fiscal years are as 
follows:

Year Ended December 31,
2022 2021 2020

Product Type
Deposits
Collected

Deposits
as a % of

Total
Deposits
Collected

Deposits
as a % of

Total
Deposits
Collected

Deposits
as a % of

Total
(Dollars in thousands)

Fixed index annuities $ 3,171,420  95 % $ 3,450,547  58 % $ 2,337,578  64 %
Annual reset fixed rate annuities  5,709  — %  6,483  — %  8,225  — %
Multi-year fixed rate annuities  139,092  4 %  2,452,994  41 %  1,303,133  35 %
Single premium immediate annuities  18,935  1 %  59,816  1 %  33,461  1 %

$ 3,335,156  100 % $ 5,969,840  100 % $ 3,682,397  100 %

Fixed Index Annuities

Fixed index annuities allow policyholders to earn index credits based on the performance of a particular index without the risk of loss of their 
account value.  Most of these products allow policyholders to transfer funds once a year among several different crediting strategies, 
including one or more index based strategies and a traditional fixed rate strategy.  Bonus products represented 63%, 65% and 75% of our net 
annuity account values at December 31, 2022, 2021 and 2020, respectively.  The initial annuity deposit on these policies is increased at 
issuance by a specified premium bonus ranging from 5% to 10%.  Generally, the surrender charge and bonus vesting provisions of our 
policies are structured such that we have comparable protection from early termination between bonus and non-bonus products.

The annuity contract value is equal to the sum of premiums paid, premium bonuses and interest credited ("index credits" for funds allocated to 
an index based strategy), which is based upon an overall limit (or "cap") or a percentage (the "participation rate") of the appreciation (based in 
certain situations on monthly averages or monthly point-to-point calculations) in a recognized index or benchmark.  Caps and participation 
rates limit the amount of interest the policyholder may earn in any one contract year and may be adjusted by us annually subject to stated 
minimums.  Caps generally range from 1% to 14% and participation rates range from 10% to 180%.  In addition, some products have a spread 
or "asset fee" generally ranging from 1% to 5.25%, which is deducted from interest to be credited.  For products with asset fees, if the 
appreciation in the index does not exceed the asset fee, the policyholder's index credit is zero.  The minimum guaranteed surrender values are 
equal to no less than 87.5% of the premium collected plus interest credited at an annual rate ranging from 0.5% to 3%.

The initial caps and participation rates are largely a function of the cost of the call options we purchase to fund the index credits, the interest 
rate we can earn on invested assets acquired with new annuity deposits and the rates offered on similar products by our competitors.  For 
subsequent adjustments to caps and participation rates, we take into account the cost of the call options we purchase to fund the index credits, 
yield on our investment portfolio, annuity surrender and withdrawal assumptions and crediting rate history for particular groups of annuity 
policies with similar characteristics.

Fixed Rate Annuities

Fixed rate deferred annuities include annual, multi-year rate guaranteed products ("MYGAs") and single premium deferred annuities 
("SPDAs") .  Our annual reset fixed rate annuities have an annual interest rate (the "crediting rate") that is guaranteed for the first policy year.  
After the first policy year, we have the discretionary ability to change the crediting rate once annually to any rate at or above a guaranteed 
minimum rate.  Our MYGAs and SPDAs are similar to our annual reset products except that the initial crediting rate on MYGAs is 
guaranteed for up to seven years before it may be changed at our discretion while the initial crediting rate on SPDAs is guaranteed for either 
three or five years.  The minimum guaranteed rate on our annual reset fixed rate deferred annuities ranges from 1.00% to 4.00%, the initial 
guaranteed rate on our multi-year rate guaranteed deferred annuities and SPDAs range from 1.40% to 5.25%.

The initial crediting rate is largely a function of the interest rate we can earn on invested assets acquired with new annuity deposits and the 
rates offered on similar products by our competitors.  For subsequent adjustments to crediting rates, we take into account the yield on our 
investment portfolio, experience factors and crediting rate history for particular groups of annuity policies with similar characteristics.  As of 
December 31, 2022, crediting rates on our outstanding fixed rate deferred annuities generally ranged from 1.0% to 5.25%.  The average 
crediting rates on our outstanding annual reset and multi-year rate guaranteed fixed rate deferred annuities at December 31, 2022 were 1.61% 
and 2.38%, respectively.

We also sell single premium immediate annuities ("SPIAs").  Our SPIAs provide a series of periodic payments for a fixed period of time or 
for life, according to the policyholder's choice at the time of issue.  The amounts, frequency and length of time of the payments are fixed at 
the outset of the annuity contract.  SPIAs are often purchased by persons at or near retirement age who desire a steady stream of payments 
over a future period of years.
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Withdrawal Options - Fixed Index and Fixed Rate Annuities

Policyholders are typically permitted penalty-free withdrawals up to 10% of the contract value in each year after the first year, subject to 
limitations.  Withdrawals in excess of allowable penalty-free amounts are assessed a surrender charge during a penalty period which ranges 
from 5 to 17 years for fixed index annuities and 3 to 15 years for fixed rate annuities from the date the policy is issued.  This surrender charge 
initially ranges from 5% to 20% for fixed index annuities and 8% to 20% for fixed rate annuities of the contract value and generally decreases 
by approximately one-half to two percentage points per year during the surrender charge period.  For certain policies, the premium bonus is 
considered in the establishment of the surrender charge percentages.  For other policies, there is a vesting schedule ranging from 9 to 14 years 
that applies to the premium bonus and any interest earned on that premium bonus.  Surrender charges and bonus vesting are set at levels 
aimed at protecting us from loss on early terminations and reducing the likelihood of policyholders terminating their policies during periods 
of increasing interest rates.  This practice enhances our ability to maintain profitability on such policies.  Policyholders may elect to take the 
proceeds of the annuity either in a single payment or in a series of payments for life, for a fixed number of years or a combination of these 
payment options.  

Information on surrender charge protection and net account values are as follows:

December 31,
2022 2021 2020

(Dollars in thousands)
Annuity Surrender Charges:

Average years at issue 11.6 11.8 12.4
Average years remaining 4.6 5.5 6.1
Average surrender charge percentage remaining  7.9 %  9.1 %  9.9 %

Annuity Account Value (net of coinsurance) $ 47,504,615 $ 53,191,277 $ 54,056,725 

A significant amount of our fixed index annuity policies and many of our annual reset fixed rate deferred annuities have been issued with a 
lifetime income benefit rider.  This rider provides an additional liquidity option to policyholders.  With the lifetime income benefit rider, a 
policyholder can elect to receive guaranteed payments for life from their contract without requiring them to annuitize their contract value.  
The amount of the lifetime income benefit available is determined by the growth in the policy's income account value and the policyholder's 
age at the time the policyholder elects to begin receiving lifetime income benefit payments.  The growth in the policy's income account value 
is based on the growth rate specified in the policy which ranges from 3.0% to 9.25% and the time period over which that growth rate is 
applied which ranges from 5 to 20 years for the majority of these policies.  Generally, the time period consists of an initial period of up to 10 
years and the policyholder has the option to elect to continue the time period for an additional period of up to 10 years.  We have the option to 
either increase the rider fee or decrease the specified growth rate, depending on the specifics of the policy, at the time the policyholder elects 
to continue the time period.  Lifetime income benefit payments may be stopped and restarted at the election of the policyholder.  
Policyholders have the choice of selecting a rider with a base level of benefit for no explicit fee or paying a fee for a rider that has a higher 
level of benefits, and since 2013 we have issued products where the addition of a rider to the policy is completely optional.  Rider fees range 
from 0.15% to 1.60% of either the policy's account value or the policy's income account value.  The additional value to the policyholder 
provided by these riders through the lifetime income benefit base is not transferable to other contracts, and we believe the riders will improve 
the persistency of the contract.

Investments/Spread Management

Investment activities are an integral part of our business, and net investment income is a significant component of our total revenues.  
Profitability of our annuity products is significantly affected by spreads between interest yields on investments, the cost of options to fund the 
index credits on our fixed index annuities and rates credited on our fixed rate annuities and the fixed rate strategy in our fixed index annuities.  
We manage the index-based risk component of our fixed index annuities by purchasing call options on the applicable indices to fund the 
index credits on these annuities and by adjusting the caps, participation rates and asset fees on policy anniversary dates to reflect the change in 
the cost of such options which varies based on market conditions.  All options are purchased on the respective policy anniversary dates, and 
new options are purchased on each of the anniversary dates to fund the next index credits.  All credited rates on annual reset fixed rate 
deferred annuities and the fixed rate strategy in fixed index annuities may be changed annually, subject to minimum guarantees.  Changes in 
caps, participation rates and asset fees on fixed index annuities and crediting rates on fixed rate and fixed index annuities may not be 
sufficient to maintain targeted investment spreads in all economic and market environments.  In addition, competition and other factors, 
including the potential for increases in surrenders and withdrawals, may limit our ability to adjust or to maintain caps, participation rates, 
asset fees and crediting rates at levels necessary to avoid narrowing of spreads under certain market conditions.

For additional information regarding the composition of our investment portfolio and our interest rate risk management, see Management's 
Discussion and Analysis of Financial Condition and Results of Operations—Financial Condition—Investments, Quantitative and Qualitative 
Disclosures About Market Risk and Note 3 - Investments to our audited consolidated financial statements.

Table of Contents

4



Marketing/Distribution

We market our products through a variable cost distribution network, including independent agents through IMOs, broker/dealers, banks and 
registered investment advisors.  We emphasize high quality service to our agents, distribution partners and policyholders along with the 
prompt payment of commissions to our agents and distribution partners.  We believe this has been significant in building excellent 
relationships with our distribution network.

Our independent agents and agencies range in profile from national sales organizations to personal producing general agents.  A value 
proposition that we emphasize with agents is they have direct access to our senior leadership, giving us an edge over larger and foreign-owned 
competitors.  We also emphasize our products, service and our focused fixed annuity expertise.  We also have favorable relationships with our 
IMOs, which have enabled us to efficiently sell through an expanded number of independent agents.

The independent agent distribution system is comprised of insurance brokers and marketing organizations.  We are pursuing a strategy to 
increase the efficiency of our independent agent distribution network by strengthening our relationships with key IMOs and are alert for 
opportunities to establish relationships with organizations not presently associated with us.  These organizations typically recruit agents for us 
by advertising our products and our commission structure through direct mail advertising or seminars for insurance agents and brokers.  We 
monitor agent activity and will terminate those who have not produced business for us in recent periods and are unlikely to sell our products 
in the future.  The IMOs bear most of the cost incurred in marketing our products.  We compensate marketing organizations by paying them a 
percentage of the commissions earned on new annuity policy sales generated by the agents recruited by such organizations.  American Equity 
Life has relationships with 50 national marketing organizations, through which nearly 28,638 independent agents are under contract.  We 
generally do not enter into exclusive arrangements with these marketing organizations.

Agents contracted with us through four national marketing organizations accounted for approximately 58% of the annuity deposits and 
insurance premiums collected during 2022, and we expect these organizations to continue as marketers for American Equity Life with a focus 
on selling our products.  The states with the largest share of direct premium collected during 2022 were: Florida (8.5%), Texas (8.2%), 
California (4.9%), Illinois (4.9%), and Pennsylvania (4.9%). 

Eagle Life's fixed index and fixed rate annuities are distributed pursuant to selling agreements with broker/dealers, banks and registered 
investment advisors.  Eagle Life has 102 broker-dealer/firm selling agreements, through which nearly 12,050 representatives are appointed.  
Twenty-six of these agreements are with broker/dealers affiliated with banks.  Relationships with certain of these firms are facilitated by third 
party wholesalers who promote Eagle Life and are compensated based upon the sales of the firms they have contracted with Eagle Life.  We 
have been developing our employee wholesaling force, which will be a key to our success at Eagle Life.  Beginning in 2020, the majority of 
our third-party wholesaling partners no longer market Eagle Life products to new accounts as new account acquisition is handled almost 
entirely on an internal basis.  American Equity Life to a lesser extent also sells through broker/dealers and we have introduced products 
specifically for this distribution channel.  

Competition and Ratings

We operate in a highly competitive industry.  Our annuity products compete with fixed index, fixed rate and variable annuities sold by other 
insurance companies and also with mutual fund products, traditional bank products and other investment and retirement funding alternatives 
offered by asset managers, banks, and broker/dealers.  Our insurance products compete with products of other insurance companies, financial 
intermediaries and other institutions based on a number of features, including crediting rates, index options, policy terms and conditions, 
service provided to distribution channels and policyholders, ratings, reputation and distributor compensation.

The sales agents for our products use the ratings assigned to an insurer by independent rating agencies as one factor in determining which 
insurer's annuity to market.  The degree to which ratings adjustments have affected and will affect our sales and persistency is unknown.  
Following is a summary of American Equity Life's financial strength ratings: 

Financial Strength Rating Outlook Statement
A.M. Best Company, Inc.

January 2011 - current A- Stable
S&P Global

August 2020 - current A- Stable
March 2020 - August 2020 A- Negative
August 2015 - March 2020 A- Stable
June 2013 - August 2015 BBB+ Positive
October 2011 - June 2013 BBB+ Stable

Fitch Ratings Ltd.
April 2021 - current A- Stable
April 2020 - April 2021 A- Negative
August 2019 - April 2020 A- Stable
September 2018 - August 2019 BBB+ Positive
May 2013 - September 2018 BBB+ Stable
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Financial strength ratings generally involve quantitative and qualitative evaluations by rating agencies of a company's financial condition and 
operating performance.  Generally, rating agencies base their ratings upon information furnished to them by the insurer and upon their own 
investigations, studies and assumptions.  Ratings are based upon factors of concern to policyholders, agents and intermediaries and are not 
directed toward the protection of investors and are not recommendations to buy, sell or hold securities.

In addition to the financial strength ratings, rating agencies use an "outlook statement" to indicate a medium or long-term trend which, if 
continued, may lead to a rating change.  A positive outlook indicates a rating may be raised and a negative outlook indicates a rating may be 
lowered.  A stable outlook is assigned when ratings are not likely to be changed.  Outlook statements should not be confused with expected 
stability of the insurer's financial or economic performance.  A rating may have a "stable" outlook to indicate that the rating is not expected to 
change, but a "stable" outlook does not preclude a rating agency from changing a rating at any time without notice.

In November 2022, A.M. Best maintained its rating outlook on the U.S. life/annuity sector as ‘stable’, reflecting its view of high levels of 
capitalization and favorable earnings, strong liquidity profiles, improved risk management practices including product de-risking and regular 
stress testing, and pricing discipline.  In December 2022, Fitch maintained its rating outlook on the U.S. life insurance sector as 'stable', 
reflecting the anticipated benefit from the material uptick in interest rates over the past year, somewhat offset by continued macroeconomic 
volatility and an expected mild recession during 2023.  In January 2023, S&P affirmed its rating outlook on the U.S. life insurance sector as 
'stable', reflecting its expectation that conflicting forces, such as higher interest rates, lower equity markets, and a potential recession, will 
likely balance each other out without a significant positive impact on life insurers' credit quality.

A.M. Best financial strength ratings currently range from "A++" (superior) to "F" (in liquidation), and include 16 separate ratings categories.  
Within these categories, "A++" (superior) and "A+" (superior) are the highest, followed by "A" (excellent) and "A-" (excellent) then followed 
by "B++" (good) and "B+" (good).  Publications of A.M. Best indicate that the "A-" rating is assigned to those companies that, in A.M. Best's 
opinion, have demonstrated an excellent ability to meet their ongoing obligations to policyholders.

S&P financial strength ratings currently range from "AAA" (extremely strong) to "R" (under regulatory supervision), and include 21 separate 
ratings categories, while "NR" indicates that S&P has no opinion about the insurer's financial strength.  Within these categories, "AAA" and 
"AA" are the highest, followed by "A" and "BBB".  Publications of S&P indicate that an insurer rated "A-" is regarded as having strong 
financial security characteristics, but is somewhat more likely to be affected by adverse business conditions than are higher rated insurers.

Fitch financial strength ratings currently range from "AAA" (exceptionally strong) to "C" (distressed).  Ratings of "BBB-" and higher are 
considered to be "secure," and those of "BB+" and lower are considered to be "vulnerable."

A.M. Best, S&P and Fitch review their ratings of insurance companies from time to time.  There can be no assurance that any particular rating 
will continue for any given period of time or that it will not be changed or withdrawn entirely if, in their judgment, circumstances so warrant.  
If our ratings were to be negatively adjusted for any reason, we could experience a material decline in the sales of our products and the 
persistency of our existing business, as well as an increase in the cost of debt or equity financing.

Reinsurance

We follow the industry practice of reinsuring a portion of our annuity risks with third party reinsurers.  Our reinsurance agreements play a 
part in managing our regulatory capital, risk and returns.

Coinsurance

American Equity Life has three coinsurance agreements with Athene Life Re Ltd. ("Athene"), an unauthorized life reinsurer domiciled in 
Bermuda.  One agreement ceded 20% of certain of American Equity Life's fixed index annuities issued from January 1, 2009 through 
March 31, 2010.  The second agreement ceded 80% of American Equity Life's multi-year rate guaranteed annuities issued from July 1, 2009 
through December 31, 2013 and 80% of Eagle Life's multi-year rate guaranteed annuities issued from November 20, 2013 through December 
31, 2013.  The third agreement ceded 80% of certain of American Equity Life's and Eagle Life's multi-year rate guaranteed annuities issued 
on or after January 1, 2014, 80% of Eagle Life's fixed index annuities issued prior to January 1, 2017, 50% of certain of Eagle Life's fixed 
index annuities issued from January 1, 2017 through December 31, 2018, 20% of certain of Eagle Life's fixed index annuities issued on or 
after January 1, 2019 and 80% of certain of American Equity Life's fixed index annuities issued from August 1, 2016 through December 31, 
2016. Effective January 1, 2021, no new business is being ceded to Athene.  The business reinsured under any of the Athene agreements may 
not be recaptured.  American Equity Life is an intermediary for reinsurance of Eagle Life's business ceded to Athene.  American Equity Life 
and Eagle Life remain liable to policyholders with respect to the policy liabilities ceded to Athene should Athene fail to meet the obligations it 
has coinsured.  The annuity deposits that have been ceded to Athene are secured by assets held in trusts and American Equity Life is the sole 
beneficiary of the trusts.  The assets in the trusts are required to remain at a value that is sufficient to support the current balance of policy 
benefit liabilities of the ceded business on a statutory basis.  If the value of the trust accounts would ever be less than the amount of the ceded 
policy benefit liabilities on a statutory basis, Athene is required to either establish a letter of credit or deposit securities in the trusts for the 
amount of any shortfall.  Athene has received a financial strength rating of "A" (Excellent) with a stable outlook from A.M. Best.  

American Equity Life has two coinsurance agreements with EquiTrust Life Insurance Company ("EquiTrust"), covering 70% of certain of 
American Equity Life's fixed index and fixed rate annuities issued from August 1, 2001 through December 31, 2001, 40% of those contracts 
issued during 2002 and 2003, and 20% of those contracts issued from January 1, 2004 to July 31, 2004.  The business reinsured under these 
agreements may not be recaptured.  We remain liable to policyholders with respect to the policy liabilities ceded to EquiTrust should 
EquiTrust fail to meet the obligations it has coinsured.  EquiTrust has received a financial strength rating of "B++" (Good) with a stable 
outlook from A.M. Best.
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Effective July 1, 2021 American Equity Life entered into a reinsurance agreement with North End Re (“North End Re reinsurance treaty”), a 
wholly owned subsidiary of Brookfield Reinsurance to reinsure certain in-force fixed indexed annuity product liabilities as of the effective 
date of the reinsurance agreement, 70% on a modified coinsurance (“modco”) basis and 30% on a coinsurance basis.  The liabilities reinsured 
on a coinsurance basis are secured by assets held in trusts with American Equity Life as the beneficiary.  The liabilities reinsured on a modco 
basis are secured by assets held by American Equity Life in a segregated modco account.  American Equity Life will receive an annual ceding 
commission equal to 49 basis points and the Company will receive an annual asset liability management fee equal to 30 basis points 
calculated based on the initial cash surrender value of liabilities ceded.  Such fees are fixed and contractually guaranteed for six years with the 
additional and final seventh year payment partially contingent on certain performance obligations for both parties.  

As part of the North End Re reinsurance treaty, American Equity Life is also ceding 75% of certain fixed index annuities issued after the 
effective date of the agreement, 70% on a modco basis and 30% on a coinsurance basis to North End Re.  Effective July 1, 2022, the North 
End Re reinsurance treaty was amended to include additional fixed index annuity products.  As part of this amendment, 75% of an additional 
block of in-force fixed indexed annuity product liabilities issued after July 1, 2021 was ceded, 70% on a modco basis and 30% on a 
coinsurance basis. On sales subsequent to the effective date of the North End Re reinsurance treaty, American Equity Life will receive an 
annual ceding commission equal to 140 basis points and the Company will receive an annual asset liability management fee equal to 30 basis 
points calculated based on the initial cash surrender value of liabilities ceded.  Such fees are fixed and contractually guaranteed for six years 
with the additional and final seventh year payment being contingent on certain performance obligations for both parties.  

Although American Equity Life remains liable to policyholders with respect to the policy liabilities ceded to North End Re, should North End 
Re fail to meet the obligations it has reinsured the assets in the trusts and modco account are required to remain at a value that is sufficient to 
support the current balance of policy benefit liabilities of the ceded business on a statutory basis.  The assets in the trusts and modco account 
are subject to investment management agreements between American Equity Life and North End Re.

Effective October 1, 2022 American Equity Life entered into a reinsurance agreement with an unaffiliated reinsurer AeBe ISA LTD 
(“AeBe”), a Bermuda exempted company affiliated with 26North Holdings LP (“26North”), that is an incorporated segregated account 
licensed as a Class E reinsurer.  Under the agreement, American Equity Life ceded $4.3 billion of certain in-force fixed indexed and fixed rate 
annuity product liabilities and has the option in the future to cede liabilities of certain single premium fixed deferred annuities, or policies as 
otherwise agreed to by parties issued after the treaty effective date, at risk adjusted pricing terms that may be acceptable to American Equity 
Life at that time.  Under the agreement, these liabilities will be ceded 75% on a funds withheld coinsurance basis and 25% on a coinsurance 
basis.  The liabilities reinsured on a coinsurance basis are secured by assets held in both a statutory and supplemental trust (collectively 
referred to as the “trusts”).  The liabilities reinsured on a funds withheld basis are secured by a segregated funds withheld account in which 
the assets are maintained by American Equity Life.  American Equity Life transferred cash and investments with a fair value of $3.0 billion to 
the segregated funds withheld account and $1.0 billion to the statutory trust at close of this reinsurance agreement on October 3, 2022.  At the 
close of the reinsurance agreement, American Equity Life received a closing ceding commission of $70 million.  For flow business ceded, 
American Equity Life will receive an annual ceding commission over the term of the policy of up to 0.50% of the premium received. 

American Equity Life remains liable to policyholders with respect to the policy liabilities ceded to AeBe should AeBe fail to meet the 
obligations it has reinsured. The assets in the trusts and funds withheld account are required to remain at a value that is sufficient to support 
the current balance of policy benefit liabilities of the ceded business on a statutory basis.  The assets in the trusts and funds withheld account 
are subject to investment management agreements between American Equity Life and 26North.

Intercompany Reinsurance Agreements

Effective October 1, 2021, American Equity Life entered into a coinsurance agreement with AEL Re Vermont Inc., a wholly-owned captive 
reinsurance company, to cede a portion of lifetime income benefit rider payments in excess of policy fund values on a funds withheld basis 
("the AEL Re Vermont Agreement").  In connection with the agreement, AEL Re Vermont entered into an excess of loss reinsurance 
agreement (the "XOL treaty") with Hannover, to retrocede the lifetime income benefit rider payments in excess of the policy fund values 
ceded under the AEL Re Vermont Agreement upon exhaustion of the funds withheld account balance under the AEL Re Vermont Agreement. 

AEL Re Vermont is permitted to carry the XOL treaty as an admitted asset on the AEL Re Vermont statutory balance sheet.  The XOL treaty 
does not satisfy risk transfer and is treated as a financing agreement.  The associated charges are recorded as risk charges that are included in 
other operating costs and expenses in the consolidated statements of operations.

Effective December 31, 2021, American Equity Life entered into a coinsurance agreement with AEL Re Bermuda, an affiliated Bermuda 
reinsurer wholly owned by American Equity Investment Life Holding Company, to reinsure a quota share of fixed index annuities issued 
from January 1, 1997 through December 31, 2007 on a funds withheld basis.  

The impact of all intercompany reinsurance agreements and related intercompany balances have been eliminated in the preparation of the 
accompanying consolidated financial statements.  

For more information regarding reinsurance, see Note 8 - Reinsurance and Policy Provisions to our audited consolidated financial statements.  
For risks involving reinsurance see "Item 1A. Risk Factors."
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Regulation

General Scope of Insurance Regulation

Life insurance companies are subject to regulation and supervision by the states in which they transact business. State insurance laws establish 
supervisory agencies with broad regulatory authority, including the power to:

• grant and revoke licenses to transact business;
• regulate and supervise trade practices and market conduct;
• establish guaranty associations;
• license agents;
• approve policy forms;
• approve premium rates for some lines of business;
• establish reserve requirements;
• prescribe the form and content of required financial statements and reports;
• determine the reasonableness and adequacy of statutory capital and surplus;
• perform financial, market conduct and other examinations;
• define acceptable accounting principles for statutory reporting;
• regulate the type and amount of permitted investments;
• establish requirements for reinsurance credit;
• prescribe the terms of agreements between or among affiliates;
• approve changes in direct or indirect ownership above certain thresholds;
• review corporate governance practices; and
• limit the amount of dividends and surplus note payments that can be paid without obtaining regulatory approval.

Our life subsidiaries are subject to periodic examinations by state regulatory authorities.  In 2020, the Iowa Insurance Division completed 
financial examinations of American Equity Life and Eagle Life for the five-year period ending December 31, 2018.  There were no 
adjustments to American Equity Life's or Eagle Life's statutory financial statements as a result of these examinations.  In 2020, the New York 
Department of Financial Services completed its financial examination of American Equity Life of New York for the five-year period ending 
December 31, 2018.  There were no adjustments to American Equity Life of New York's statutory financial statements as a result of this 
examination.

State regulators also review matters related to us and our life subsidiaries in connection with requests for regulatory approval of transactions, 
including our successful applications for a variety of reinsurance arrangements and from transactions among us and our affiliates for intra-
enterprise services and allocation of tax costs.

We established captive reinsurers in Vermont and in Bermuda in 2021, which required the approval of regulators in those jurisdictions and 
initiated our regulation by those authorities.  Iowa regulators also approved the related reinsurance arrangements.  Bermuda regulations 
address matters such as fitness and adequate knowledge and expertise to engage in insurance, and impose solvency, auditing, reporting, and 
governance requirements.

Dividends, Distributions, and Transactions Among Affiliates

The payment of dividends or distributions, including surplus note payments, by our life subsidiaries is subject to regulation by each 
subsidiary's state of domicile's insurance department. Currently, American Equity Life may pay dividends or make other distributions without 
the prior approval of the Iowa Insurance Commissioner, unless such payments, together with all other such payments within the preceding 
twelve months, exceed the greater of (1) American Equity Life's statutory net gain from operations for the preceding calendar year, or 
(2) 10% of American Equity Life's statutory surplus at the prior year-end.  For 2023, up to $369.3 million can be distributed as dividends by 
American Equity Life without prior approval of the Iowa Insurance Commissioner.  In addition, dividends and surplus note payments may be 
made only out of earned surplus, and all surplus note payments are subject to prior approval by regulatory authorities.  American Equity Life 
had $2.0 billion of statutory earned surplus at December 31, 2022.

Most states have also enacted regulations on the activities of insurance holding company systems, including acquisitions, extraordinary 
dividends, the terms of surplus notes, the terms of affiliate transactions, corporate governance, risk management, and other related matters.  
We are registered pursuant to such legislation in Iowa.  A number of state legislatures have also considered or have enacted legislative 
proposals that alter and, in many cases, increase the authority of state agencies to regulate insurance companies and holding company 
systems.

Acquisition and Exercise of Control

Most states, including Iowa and New York where our life subsidiaries are domiciled, have enacted legislation or adopted administrative 
regulations affecting the acquisition of control of insurance companies as well as transactions between insurance companies and persons 
controlling them.  The nature and extent of such legislation and regulations currently in effect vary from state to state.  However, most states 
require administrative approval of the direct or indirect acquisition of 10% or more of the outstanding voting securities of an insurance 
company incorporated in the state.  The acquisition of 10% of such securities is generally deemed to be the acquisition of "control" for the 
purpose of the holding company statutes and requires not only the filing of detailed information concerning the acquiring parties and the plan 
of acquisition, but also administrative approval prior to the acquisition.  In many states, the insurance authority may find that "control" in fact 
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does not exist in circumstances in which a person owns or controls more than 10% of the voting securities.  In 2021, Brookfield Reinsurance 
received Iowa and New York regulatory approval to increase its ownership of our common stock, and chose to increase its ownership to 16%.

Risk-Based Capital Requirements

The National Association of Insurance Commissioners ("NAIC") risk-based capital ("RBC") requirements are intended as an early warning 
tool for regulators to identify deteriorating or weakly capitalized insurance companies for the purpose of initiating regulatory action.  The 
RBC formula defines a minimum capital standard which supplements low, fixed minimum capital and surplus requirements previously 
implemented on a state-by-state basis.  Such requirements are not designed as a ranking mechanism for adequately capitalized companies.

The NAIC's RBC requirements provide for four levels of regulatory attention depending on the ratio of a company's total adjusted capital to 
its RBC.  Adjusted capital is defined as the total of statutory capital and surplus, adjusted for certain items including the asset valuation 
reserve.  Calculations using the NAIC formula at December 31, 2022, indicated that American Equity Life's ratio of total adjusted capital to 
the highest level at which regulatory action might be initiated was 415%.

Reserves Adequacy

Our life subsidiaries, and our affiliated captive reinsurers, must annually analyze their statutory reserves adequacy.  In each case, a qualified 
actuary must submit an opinion that states that the statutory reserves make adequate provision, according to accepted actuarial standards of 
practice, for the anticipated cash flows required by the contractual obligations and related expenses of the subsidiary.  The actuary considers 
the adequacy of the statutory reserves in light of the assets held by the insurer with respect to such reserves and related actuarial items, such as 
the investment earnings on such assets and the consideration the insurer anticipates receiving and retaining under the related policies and 
contracts.  We may increase reserves in order to submit such an opinion without qualification.  Our subsidiaries that must provide these 
opinions did so in 2022 without qualifications.

Investments Regulation

State laws and regulations limit the amount of investments that our U.S. insurance subsidiaries may have in certain asset categories, such as 
below investment grade fixed income securities, real estate equity, other equity investments, and derivatives, and require diversification of 
investment portfolios.  Investments exceeding regulatory limitations may not qualify as reserve assets and may potentially be excluded from 
admitted assets for purposes of measuring surplus.  The Iowa Insurance Division has proposed changes to Iowa law on admitted assets to 
conform Iowa law more closely to NAIC models in some respects.  For example, it would change the amount of some assets an insurer could 
include as admitted.  If the legislature enacts these changes, we would review and reconfigure our investments in light of the new 
requirements and the challenges and opportunities they pose. 

Derivatives Regulation

We use derivatives, primarily call options, to provide the income needed to fund the annual index credits on our fixed index annuity products.  
We may also use derivatives to hedge interest rate, foreign currency and additional equity market exposure.  As such, we and our 
counterparties are subject to Dodd-Frank Act regulation of collateral posting, clearing, and reporting of over-the-counter derivatives 
transactions.

Financial Strength Ratings

Financial strength ratings issued by Nationally Recognized Statistical Rating Organizations ("NRSRO's") are measures of an insurance 
company's ability to meet policyholder obligations and generally involve quantitative and qualitative evaluations by rating agencies of a 
company's financial condition and operating performance. While not enforced by law, ratings are based upon factors of concern to agents, 
policyholders and intermediaries and strongly influence an insurer's competitiveness. Factors that could negatively influence financial 
strength ratings include:

• Sustained reductions in new sales of insurance products;
• Unfavorable operational and/or financial trends;
• Significant losses and/or ratings deterioration in our investment portfolio;
• Changes in equity market levels, interest rates, and market volatility;
• Inability to access capital markets to provide reserve relief;
• Changes in statutory accounting or reserve requirements applicable to our insurance subsidiaries;
• Inability to sustain senior management or other key personnel;
• Rapid or excessive growth; and
• Ineffective enterprise risk management.
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Long-Duration Targeted Improvements

The Financial Accounting Standards Board ("FASB") has revised aspects of the measurement models and disclosure requirements for long 
duration insurance and investment contracts.  The revisions include updating cash flow assumptions in the calculation of the liability for 
traditional life products, introducing the term ‘market risk benefit’ ("MRB") and requiring all contract features meeting the definition of an 
MRB to be measured at fair value and simplifying the method used to amortize deferred policy acquisition costs and deferred sales 
inducements to a constant basis over the expected term of the related contracts rather than based on actual and estimated gross profits and 
enhancing disclosure requirements.  While this revised guidance is effective for us on January 1, 2023, the transition date (the remeasurement 
date) is January 1, 2021.  Early adoption is permitted.  See Note 1 - Significant Accounting Policies for further discussion on the impact of this 
guidance.

Privacy and Cybersecurity

Various U.S. federal and state government agencies protect the privacy and security of personal information.  These laws and rules vary 
significantly from jurisdiction to jurisdiction.  Insurance and other regulators are also increasingly focused on cybersecurity.  The NAIC’s 
Insurance Data Security Model Law (the “Cybersecurity Model Law”) established standards for data security and for the investigation of and 
notification to insurance commissioners of cybersecurity events involving unauthorized access to, or the misuse of, certain nonpublic 
information.  The Cybersecurity Model Law imposes regulatory requirements intended to protect the confidentiality, integrity, and availability 
of information systems.  Recent regulations with a significant impact on our operations include the New York Department of Financial 
Services cybersecurity requirements for financial services companies and the California Consumer Privacy Act.  The California Consumer 
Privacy Act contains protections for individuals, such as notification requirements for data breaches, the right to access personal data and the 
right to be forgotten.  The SEC has proposed new cybersecurity disclosure rules for public companies.  Under the proposed rule, registrants 
would have to disclose information about material cybersecurity incidents on a Current Report on Form 8-K within four days of concluding 
that the incident is material, and update that disclosure as its analysis and response to the incident progresses.  Registrants would also have to 
disclose aspects of cybersecurity risk management annually, including governance processes and Board and management responsibilities, and 
director cybersecurity expertise.

ERISA

We provide products and services to certain employee benefit plans that are subject to the Employee Retirement Income Security Act 
("ERISA") and the Internal Revenue Code of 1986, as amended (the “Code”).  ERISA and the Code impose restrictions, including fiduciary 
duties to perform solely in the interests of ERISA plan participants and beneficiaries, and to avoid certain prohibited transactions.  The 
applicable provisions of ERISA and the Code are subject to enforcement by the U.S. Department of Labor (“DOL”), the Internal Revenue 
Service (“IRS”) and the Pension Benefit Guaranty Corporation.

The prohibited transaction rules of ERISA and the Code generally restrict the provision of investment advice to ERISA plans and participants 
and IRAs if the investment recommendation results in fees paid to an individual advisor, the firm that employs the advisor or their affiliates 
that vary according to the investment recommendation chosen, unless an exemption or exception is available.  Similarly, without an 
exemption or exception, fiduciary advisors are prohibited from receiving compensation from third parties in connection with their advice.  
ERISA also affects certain of our in-force insurance policies and annuity contracts, as well as insurance policies and annuity contracts we may 
sell in the future.

Heightened standards of conduct as a result of a fiduciary or best interest standard or other similar rules or regulations could increase the 
compliance and regulatory burdens on our sales representatives.  On February 16, 2021, the DOL's new fiduciary regulation and interpretative 
guidance regarding the provision of investment advice in retirement accounts became effective.  The DOL's final guidance confirms the 
restatement of the definition of "investment advice" that previously applied but broadens the circumstances under which sales representatives 
could be considered fiduciaries under ERISA in connection with recommendations to "rollover" assets from a qualified retirement plan to an 
individual retirement account.  This guidance reverses an earlier DOL interpretation suggesting that "rollover" advice did not constitute 
investment advice giving rise to a fiduciary relationship.  We have adapted our business practices accordingly, and continue to adapt them as 
regulatory requirements evolve.  

Broker-Dealer and Securities Product Regulation

One of our subsidiaries is registered with the SEC as a broker-dealer under the Exchange Act and a member of, and subject to regulation by, 
FINRA.  In addition, we may offer products regulated as securities.  In each case, we will be subject to scrutiny from federal and state 
securities regulatory authorities and FINRA.  Any of these may, from time to time, make inquiries and conduct examinations regarding 
compliance with securities and other laws and regulations.

Pandemic and Public Health Related Conditions and Regulation

The outbreak of COVID-19 and related conditions has created significant economic and financial turmoil both in the U.S. and around the 
world.  Government, regulatory, business, and social reactions to COVID-19 also have significant effects on our business and the conditions 
in which we operate.  For example, governments have imposed vaccination requirements, lock-downs, travel limitations, school closures, and 
other requirements.  All of these conditions have disrupted distribution channels through which we sell our products, including independent 
agents and their clients.  They have, and may continue to, depress economic activity that affects demands for our products.  They may also 
materially affect our investment portfolio.
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Guaranty Laws

Our life subsidiaries also may be required, under the solvency or guaranty laws of most states in which they do business, to pay assessments 
up to certain prescribed limits to fund policyholder losses or liabilities of insolvent insurance companies.  These assessments may be deferred 
or forgiven under most guaranty laws if they would threaten an insurer's financial strength and, in certain instances, may be offset against 
future premium taxes. 

Environmental Laws and Regulations

We are subject to environmental laws and regulations as an owner and operator of real property, which can include liabilities and costs in 
connection with any required remediation of such properties.  In addition, we hold equity interests in companies that could potentially be 
subject to environmental liabilities.  We assess real estate we acquire for environmental exposure, but unexpected environmental liabilities 
may arise. 

Side Car Related Regulation

As we continue to develop and implement third-party capital reinsurance, such as “side cars,” we expect to manage additional related 
regulatory requirements in areas such as employment and labor, governance, reinsurance, securities, investment advising, and tax. We expect 
the scope of these requirements and our management strategies to be clearer as our planning and execution continue to progress.

Other State and NAIC Regulatory Developments

State insurance regulators and the NAIC are continually reexamining existing laws and regulations and developing new legislation for 
passage by state legislatures and new regulations for adoption by insurance authorities.  Proposed laws and regulations or those still under 
development pertain to insurer solvency and market conduct and in recent years have focused on:

• insurance company investments;
• RBC guidelines, which consist of regulatory targeted surplus levels based on the relationship of statutory capital and surplus, with 

prescribed adjustments, to the sum of stated percentages of each element of a specified list of company risk exposures;
• suitability/best interest standard;
• the implementation of non-statutory guidelines and the circumstances under which dividends may be paid;
• principles-based reserving;
• own-risk solvency and enterprise risk management assessment;
• cybersecurity assessments;
• product approvals;
• agent licensing; 
• sales practices; and
• algorithmic underwriting.

In addition, the NAIC is reviewing how insurers’ varieties of affiliate agreements, holding company structures, and forms of public or private 
ownership may affect insurers’ financial stability.

Other U.S. Federal Initiatives

Historically, the federal government has not directly regulated the business of insurance. However, federal legislation and administrative 
policies in several areas, including pension regulation, age and sex discrimination, financial services regulation, securities regulation and 
federal taxation can significantly affect the insurance business. 

The Dodd-Frank Wall Street Reform and Consumer Protection Act the "Dodd-Frank Act") generally provides for enhanced federal 
supervision of financial institutions, including insurance companies in certain circumstances, and financial activities that it deems represent a 
systemic risk to financial stability or the U.S. economy. A Federal Insurance Office, established under the Dodd-Frank Act, monitors aspects 
of the insurance industry and its authority may extend to our business, although it does not have general regulatory authority over insurers. 

The U.S. amended its internal revenue code to impose a 15% “corporate alternative minimum tax” based on net income, subject to some 
adjustments, beginning in tax year 2023.  We continue to evaluate the potential impact of this tax.  The federal government has also imposed  
a 1% excise tax on certain repurchases of corporate stock, and has issued related interim guidance.  We expect the new tax to apply to our 
common stock repurchases.

The SEC has proposed new climate-related disclosure rules for public companies. Among other things, the proposed rules would require 
registrant disclosure on (1) governance of climate-related risks; (2) climate-related impacts on strategy, business model and outlook; (3) 
climate-related risk management; (4) greenhouse gas ("GHG") emissions; and (5) any internal carbon price or climate-related targets and 
goals.  Large accelerated filers, such as us, would also have to obtain attestation by an independent third party of certain of their GHG 
emissions metrics.  The proposed rules would also require registrants to include climate-related financial statement metrics (which would 
consist of disaggregated climate-related impacts on existing financial statement line items) and related disclosures in a note to audited 
financial statements, subject to adequate internal controls and to audit by an independent registered public accounting firm.  Depending on the 
ultimate rules the SEC adopts, the cost and other impacts of such a rule on us may be significant.
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Federal Income Tax

Generally, U.S. federal tax law permits tax deferral on the inside build-up of investment value of certain retirement savings, including annuity 
products, until a contract distribution has occurred.  In general, death benefits paid under a life insurance contract are excluded from taxation.  
Attractiveness of the Company's products for some individuals may depend on the enacted tax rates and the impact on the value of the 
deferral.  Congress from time to time may enact other changes to the tax law that could make our products less attractive to consumers, 
including legislation that would modify the tax favored treatment of retirement savings, life insurance and annuity products.

Human Capital

Our Team Members

American Equity's growth and innovation strategy relies on our employees’ capabilities and expertise. Our human capital management is 
crucial to our delivery on our decades- and often life-long promises to policyholders, and as we continue to transform into an at-scale 
origination, spread and capital light fee-based business, and to manage capital to grow as well as produce returns for shareholders. As of 
December 31, 2022, American Equity employed approximately 840 full-time team members. All of our employees are located in the United 
States, and none were covered by a collective bargaining agreement. American Equity engaged less than 100 temporary or part-time workers.

Engagement

Our culture is the foundation for our efforts to provide the best products and exemplary customer service, as well as to build an engaged and 
valued team. We seek to cultivate a culture of growth, innovation, and purposeful teamwork that builds off of our foundation of customer 
service, stewardship, product integrity, and financial strength. Our cultural beliefs focus on:

• Performing as One Team to foster a trusting and transparent environment to work toward common objectives.
• Inspiring Innovation by leaving our comfort zones daily to advance the company's goals.
• Taking Action to seek the best available information and deliver results.
• Owning It by taking responsibility for our actions and growing from our experiences.
• Breaking Boundaries to engage in respectful conversations that invite diverse perspectives and experiences.

Health and Safety

Our employee benefits programs support our growing workforce's evolving needs. Healthcare options for benefit-eligible employees aim to 
maintain affordable team member contribution and proactively promote physical and mental well-being. One measure of the caliber of our 
benefits in 2022 was that over 85% of our employees chose coverage through our medical plan, and similarly high levels chose dental and/or 
vision coverage. During 2022, the company paid an average of 84% of participating employees' monthly medical premiums. We also offered 
out team members a free robust virtual holistic wellness program, in which hundreds took part.

Retirement Benefits

American Equity team members are eligible to participate in our 401(k) plan after thirty days of employment and age 18. We match 100% of 
team member contributions to the 401(k) plan up to 3% of the employee’s total eligible compensation and match 50% of employee 
contributions up to the next 2% of the employee’s total eligible compensation, subject to the Internal Revenue Code (the “Code”) limitations.

We also align employee and shareholder interests and promote team members' ownership mindset through our long-standing Employee Stock 
Ownership Plan (“ESOP”). We make semi-annual discretionary contributions for all employees after a minimum of six months of service, and 
their interests vest after two years of service.

Training

At American Equity, we encourage and invest in a wide variety of professional development opportunities and in-role stretch assignments. 
Our employees expanded their skills and expertise through thousands of hours of training in our Academy for Excellence and LinkedIn 
Learning in 2022. We also engaged employees through a wide variety of internal and external leadership and subject-matter seminars, degree, 
and certificate programs.

Community Action

We support and partner with a diverse range of organizations to make a positive difference where our team members live and work. In 2022, 
we sponsored the LGBTQ Legacy Leader Awards; Black and Brown Business Summit; Central Iowa DEI Awards Minority Scholarship; and 
Women Lead Change. We also took concrete local action by continuing to partner with Pro Iowa to redevelop an EPA superfund site into a 
multi-use facility for youth and community sports and recreation, and by offering our team members paid time to volunteer in community-
building efforts.

Compensation

For more information on our executive compensation programs and how they align with our business strategy and results, see our subsequent 
disclosure to be filed within 120 days after December 31, 2022.
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Item 1A.    Risk Factors

Any or each of the events described below may (or may continue to) adversely affect our reputation, our regulatory, customer, or other 
relationships, our business, our net income and results of operations, our expenses, our profitability, our liquidity or cash flows, our statutory 
capital position, our book value and book value per share, our ability to meet our obligations, our credit and financial strength ratings, our 
risk-based capital ratios, our financial condition, our cost of capital, or the market price of our common stock.  The effects may vary widely 
from time to time, product to product, market to market, region to region, or segment to segment.  Many of these risks are interrelated and 
could occur under similar business and economic conditions, and the occurrence of any of them may cause others to emerge or worsen.  Such 
combinations could materially increase the severity of the cumulative or separate impact of these risks.

These risk factors are not a complete set of all potential risks that could affect us.  You should carefully consider the risk factors together with 
other information contained in this Annual Report on Form 10-K, including “Business,” “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations” and the consolidated financial statements and accompanying notes in “Financial Statements and 
Supplementary Data,” as well as in other reports and materials we submit to the SEC.

Risks Relating to Our Business and Economic Conditions

1. Our results may differ from our management assumptions, estimates, and models.

Our financial results are based on assumptions and estimates that depend on many factors, none of which are certain.  Our actual results may 
differ significantly from our expectations.  As a result, our decisions on products and pricing, calculation of account balances within our 
financial statements, and the amounts of regulatory and rating agency capital we expect to need to hold may be wrong.  Our estimates are 
based on complex analysis and interpretation of large quantities of data, involve sophisticated judgment and expertise, and are imprecise.  We 
may change our assumptions and estimates from time to time as a result of engaging more sophisticated methods, obtaining additional 
information, or due to discovery of errors.  Our expected pricing expenses and benefits are based on assumptions about how long a policy will 
remain in force and about mortality and longevity.  Our actual experience may differ from our pricing assumptions.  We may have to change 
our actuarial estimates, accelerate amortization of deferred acquisition expenses, increase our policy benefit reserves, or pay higher benefits 
than we projected.  For example, persistency lower than our assumptions may require us to accelerate the amortization of expenses we 
deferred in connection with the acquisition of the policy.

Certain financial statement balances depend on estimates and assumptions including the calculations of policyholder benefit reserves, 
derivatives and embedded derivatives, deferred policy acquisition costs and deferred sales inducements, the fair value of investments and 
valuation allowances.  The calculations we use to estimate these balances are complex.  We make significant assumptions such as expected 
index credits, the age when a policyholder may begin to utilize the lifetime income benefit rider, the number of policyholders that may not 
utilize the lifetime income benefit rider, expected policyholder behavior including expected lapse rates, discount rates and the expected cost of 
annual call options, any of which may change over time and may be inaccurate.  We use judgement in making estimates and assumptions, and 
our accuracy depends on multiple factors, including market conditions, interest rates, credit conditions, spreads, liquidity, and observable 
market data. Our investment returns or cash flows may also differ from our expectations.

In addition, our risk management policies, procedures, and models may be imperfect or may not be sufficiently comprehensive.  As a result, 
they may not identify or adequately protect us from every risk to which we are exposed.

2.  Interest rate and equity market conditions could change. 

Interest rate increases or decreases could harm our investment spread, or the difference between yields on our invested assets and our cost of 
money, the fair value of our investments and the reported value of stockholders' equity and the unrealized gain or loss position of our 
investment portfolio.

Rising interest rates may lead customers to surrender their policies, increasing our net cash outflows, requiring us to sell assets at a 
disadvantaged price and accelerating our amortization of deferred policy acquisition costs and deferred sales inducements.  Our sales may 
decline during such times, or we may increase annuity crediting rates but be unable to generate the investment returns or spreads we desire.  
At other times, low interest rates may harm our ability to offer attractive rates and benefits to customers while maintaining profitability; this 
may reduce our fixed index annuity sales, as consumers seek potentially higher returns.

A decrease in the equity markets, a decrease in interest rates, or an increase in volatility in either, may require us to increase our reserves 
related to benefit guarantees.  Our hedge program designed to mitigate these risks may not be entirely effective to offset the changes in the 
carrying value of the guarantees due to, among other things, the time lag between changes in their values and corresponding changes in the 
hedge positions, high levels of volatility in the equity markets and derivatives markets, extreme swings in interest rates, contract holder 
behavior different than expected, a strategic decision to adjust the hedging strategy in reaction to extreme market conditions or inconsistencies 
between economic and statutory reserving guidelines and divergence between the performance of the underlying funds and hedging indices.
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3.  Our investments may lose value or fail to grow as quickly as we expect due to market, credit, liquidity, concentration, default, and other 
risks.

Our investments and their performance, including our derivative financial instruments, are subject to credit defaults, market value volatility 
and changes to credit spreads.  The impact of these items can be exacerbated by financial and credit market volatility.  We may fail to adjust 
to market conditions, producing investment portfolio losses.  Our portfolio diversification management by asset class, creditor, industry, and 
other limitations may be inadequate.

We may have to sell investments that are not publicly traded or that otherwise lack liquidity (such as privately placed fixed maturity 
securities, below investment grade securities, investments in mortgage loans and alternative investments) below fair market values and could 
incur losses.  We may be unable to liquidate positions quickly to meet unexpected policyholder withdrawal obligations.

Our mortgage loans may fail to perform and borrowers may default on their obligations.  Declining debt service coverage ratios and 
increasing loan to value ratios, poor loan performance, borrower or tenant financial difficulties, catastrophes, and other events may harm 
mortgage carrying values, which could lead to investment losses.

Derivatives margin requirements may increase, and we may be required to post collateral.  In addition, our costs may increase due to 
counterparties' higher capital requirements for derivatives.  We may need to liquidate higher yielding assets for cash to cover some or all of 
these costs.

4.  Our option costs could increase.

Our cost of call options, which we use to manage the index-based risk component of our fixed index annuities, may increase due to higher 
equity market volatility, higher interest rates, or other market factors.  We may be unable to effectively mitigate this risk by adjusting caps, 
participation rates, and asset fees on policy anniversary dates to reflect these increases.

5.  We are exposed to counterparty credit risk.

We have counterparty credit risk with other insurance companies through reinsurance, including as that term is defined for U.S. statutory 
purposes. 

Our efforts to mitigate these risks, such as by securing assets in trusts and requiring the reinsurer to establish a letter of credit or deposit 
securities in the trusts for any shortfall, may be inadequate to protect us.  Where the annuity deposits we ceded are unsecured, our claims 
would be subordinated to those of the reinsurer's policyholders.  Should our reinsurers fail to meet their obligations to us, we remain liable for 
the ceded policy liabilities.  If we were forced to recapture reinsured business, we may have inadequate capital to do so.

We may be unable to use reinsurance to the extent and on the terms we want.  As a result, we would have to accept an increase in our net 
liability exposure or a decrease in our statutory surplus, reduce the amount of business we write, or develop other alternatives.

We also have exposure to many other counterparties, including in the financial services industry.  Many of these transactions expose us to 
credit risk in the event of default of our counterparty, either with respect to insufficient collateral that cannot be realized or is liquidated at 
prices not sufficient to recover the full amount of the related loan or derivative exposure, or in the case of default of unsecured debt 
instruments or derivative transactions.  Our derivative counterparties may fail to perform.  Our efforts to maintain quality and credit exposure 
concentration limits may be inadequate to mitigate this risk.  Counterparties' failure to deliver on their derivative instrument obligations may 
impose costs on us to fund index credits on our fixed index annuities.  We may be unable to enforce our counterparties' obligations to post 
collateral to secure their obligations to us.  Among other things, a downturn in the U.S. or other economies could increase any or all of these 
risks.

6.  The third parties on whom we rely for services may fail to perform or to comply with legal or regulatory requirements.

The third parties who perform various services for us, including sales agents, marketing organizations, investment managers, side car-related 
services, reinsurers, and information technologists, may fail to meet our performance expectations.  Our controls to monitor their service 
levels and compliance with our rules and legal and regulatory standards may be inadequate. 

7.  Our competitors have greater resources, a broader array of products, and higher ratings, which may limit our ability to attract and 
retain customers or distributors.

We may be unable to compete successfully with larger companies who enjoy larger financial resources, broader and more diversified product 
lines, higher ratings, and more widespread agency relationships.  Customers may choose fixed index, fixed rate, or variable annuities sold by 
other insurance companies, or choose mutual fund products, traditional bank products, and other retirement funding alternatives offered by 
asset managers, banks and broker/dealers.  Competitors' products may have competitive or other advantages based on design, participation 
rates and crediting rates, policy terms and conditions, services provided to distributors and policyholders, ratings by rating agencies, 
reputation and distributor compensation.

We may be unable to compete successfully for product distribution sources (such as IMOs, other marketers, agents, broker/dealers, banks and 
registered investment advisors) based on innovative and timely products, financial strength, services provided to and the relationships 
developed with distributors, or competitive commission structures and timely payments.  Our distributors may choose to sell others' products, 
and are generally free to do so.  Consolidation among IMOs may increase these risks and our costs.  
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8.  Our information technology and communication systems may fail or suffer a security breach.

We may lose access to or use of our information technology (IT) systems to accurately perform necessary business functions such as issuing 
new policies, providing customer support, maintaining existing policies, paying claims, managing our investment portfolios, and producing 
financial statements.  Our efforts, policies, and processes to avoid or mitigate systems failures, fraud, cyberattacks, processing errors, and 
regulatory breaches may fail or prove inadequate.

We may be unable to keep the confidential information within our IT infrastructure secure or maintain adherence to privacy standards or 
expectations.  Our complex information security controls framework that leverages multiple leading industry control standards, as well as 
extensive commercial control technologies we use to maintain the security of those systems, is imperfect and may fail.  An attacker who 
circumvents our comprehensive information security controls infrastructure could access, view, misappropriate, alter, or delete information 
contained within the accessed systems, including personally identifiable policyholder information and proprietary business information.

Our efforts and expenses to maintain and enhance our existing systems to keep pace with changing security requirements, industry standards, 
and evolving customer preferences may be insufficient or misguided, impairing our ability to rely on information for product design, product 
pricing, and risk management decisions.  Our extensive backup and recovery systems and contingency plans may not prevent system 
interruptions, failures, or allow us to promptly remediate those that do occur.

In addition, our systems, policies, and procedures for capturing electronic communications related to our business may fail to record and store 
all the information regulators require us to, or may fail to do so in the required format.  

9.  We may suffer a credit or financial strength downgrade.

We may fail to maintain or improve our financial strength or credit ratings, whether due to the results of operations of our subsidiaries or our 
financial condition.

A ratings downgrade, or the potential for a ratings downgrade, could cause distributors and sales agents to stop or reduce our product sales in 
favor of our competitors, could increase our policy or contract surrenders, and harm our ability to obtain reinsurance or to do so at competitive 
prices.  A change in risk ratings of assets in our investment portfolio, such as private equity or structured assets, may require us to hold more 
capital.

10.  We may be unable to raise additional capital to support our business and sustain our growth on favorable terms.

We may need to increase or maintain the statutory capital and surplus of our life insurance subsidiaries, or the capital of our holding company, 
through debt, equity, and/or other transactions.  We may be unable to do so because of adverse market conditions or high cost of capital, or be 
able to do so only on unfavorable terms.  As a result, we may have to limit sales of new annuity products.  We may also agree to restrictions 
on other activities, transactions, or financial arrangements in order to obtain necessary capital.

11.  U.S. and global capital markets and economies could deteriorate due to inflation or major public health issues, including the 
COVID-19 pandemic, political or social developments, or otherwise.

Economic and capital markets could suffer downturns, uncertainties, or market disruptions.  For example, inflation or an economic recession, 
and governmental efforts to combat or avoid them, armed conflict in Europe or elsewhere and sanctions intended to address those conflicts or 
achieve other ends, COVID-19 and the related pandemic, and government and business efforts in reaction to them, may continue to create 
economic and financial turmoil, decreased economic output, unemployment, market dislocations, political uncertainties, stagnated economic 
growth, and other effects.  These may reduce the performance, and increase the risks, of our investment portfolio.  They may also prevent us 
from continuing normal business operations, and our measures to mitigate their effects - such as remote working and workplace safety 
measures - may be inadequate to limit the strain on our business continuity plans and contain operational risk, such as information technology 
and third-party service provider risks.

12.  We may fail to authorize and pay dividends on our preferred stock.

We may fail to authorize and pay dividends on our preferred stock.  Unpaid dividends would not accrue, and could result in our inability to 
pay or declare a dividend on our common stock or repurchase, redeem or otherwise acquire for consideration our common stock.  Any such 
failure would also prevent us from making certain distributions to common shareholders.  They may also give preferred shareholders the right 
to elect members of our Board of Directors or other corporate governance rights that could weaken the rights and interests of common 
shareholders and other stakeholders.

13.  Our subsidiaries may be unable to pay dividends or make other payments to us.

Our future cash flows may be limited, as they depend upon the availability of dividends, surplus note interest payments and other statutorily 
permissible payments from our insurance subsidiaries, such as payments under our investment advisory agreements and tax allocation 
agreements with our subsidiaries.  Without such cash flow, we may be unable to service debt we incur from time to time (including senior 
notes, term loans, subordinated debentures issued to a subsidiary trust, and others), pay operating expenses and pay dividends to common and 
preferred stockholders.   
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14.  We may fail at reinsurance, investment management, or third-party capital arrangements.

We may be unable to source, negotiate, obtain timely regulatory approval for, and execute the reinsurance, investment management, or third-
party-capital arrangements for our strategy to succeed.  Our reinsurance or investment management counterparties may fail to optimally 
perform or to meet their obligations under our agreements with them.  As a result, we may not realize our anticipated economic, strategic or 
other benefits of any such transaction and may incur unforeseen expenses or liabilities.  Any reorganization or consolidation of the legal 
entities through which we conduct business may raise similar risks.

15.  We may fail to prevent excessive risk-taking.

Our employees, including executives and others who manage sales, investments, products, wholesaling, underwriting, and others, may take 
excessive risks.  Our compensation programs and practices, and our other controls, may not effectively deter excessive risk-taking or 
misconduct.

16.  Our policies and procedures may fail to protect us from operational risks.

We may make errors or fail to detect incorrect or incomplete information in any of the large number of transactions we process through our 
complex customer application, suitability review, administrative, financial reporting, and accounting systems.  Our controls and procedures to 
prevent such errors may not be effective.  For example, we may fail to escheat property timely and completely, or fail to detect, deter or 
mitigate fraud against us or our customers.  We may fail to maintain service standards or to operate efficiently or control costs.  We may also 
suffer internal control deficiencies or disclosure control deficiencies that result in significant deficiencies or material weaknesses.  In addition, 
we may fail to attract, motivate and retain employees, develop talent, or adequately plan for management succession.

17.  We may be unable to protect our intellectual property and may face infringement claims.

We may be unable to prevent third parties from infringing on or misappropriating our intellectual property.  We may incur litigation costs to 
enforce and protect it or to determine its scope or validity, and we may not be successful.  In addition, we may be subject to claims by third 
parties for infringement of intellectual property, breach of license usage rights, or misappropriation of trade secrets.  We may incur significant 
expenses for any such claims.  If we are found to have infringed or misappropriated a third-party intellectual property right, we may be 
enjoined from providing certain products or services to our customers or from utilizing and benefiting from certain intellectual property.  
Alternatively, we could be required to enter into costly licensing arrangements with third parties or implement a costly alternative.

Risks Relating to Legal, Regulatory, Environment, Social, or Governance Matters

18.  We may be subject to increased litigation, regulatory examinations, and tax audits.

We may become involved in increased litigation, including class action lawsuits, alleging improper product design, improper sales practices 
and similar claims.  State regulatory bodies, such as state insurance departments, the SEC and the DOL may investigate our compliance with, 
among other things, insurance laws, securities laws and ERISA.  In addition, U.S. and state authorities have and may continue to audit our 
compliance with tax laws. 

19.  Laws, regulations, accounting, and benchmarking standards may change.

Any of the myriad of insurance statutes and regulations in the various states and other jurisdictions in which our life insurance subsidiaries 
transact business, including those related to insurance holding companies, may change at any time with or without warning.  Laws affecting 
our investments, such as rules on enforcing mortgage rights and rules affecting investment in rental properties, may change.  Accounting 
standards such as those issued by the FASB, statutory accounting standards, or others may change,  evolve, or be replaced. U.S. federal laws 
and rules, such as those related to securities or ERISA, may also change.  

We may also be subject to new regulatory requirements as a result of our side car activities or new product offerings, or we may face 
increased scrutiny in new regulatory areas as a result of such activity, such as with respect to FINRA or investment advisor rules.  Our efforts 
to manage such requirements and scrutiny may increase our costs or put us at a competitive disadvantage.  

In addition, those with authority or influence may change their interpretation of such laws or accounting standards, or may disagree with our 
interpretation of them.  We may be unable to adapt to any such changes or disagreements in a timely or effective manner.  Tax law changes 
may also harm us.  For example, should individual income tax rates decrease, some of the income tax advantages of our products would 
likewise decrease.  Moreover, tax law may change or eliminate any of the income tax advantages of our products.  Further, changes to the 
basis of U.S. income taxation (e.g., taxation of unearned gains), corporate tax rates, capital gains tax rates, and other changes, may affect us.

As we continue to transition away from using the London Interbank Offered Rate ("LIBOR") as a basis of our floating rate investments, we 
may face uncertainties, ambiguities, and negotiations over terms that could affect those investments or our estimates and projections.   

20.  Iowa or other applicable law, or our corporate governance documents or change-in-control agreements, may delay or deter takeovers 
or combinations.

State laws, our certificate of incorporation and by-laws, and agreements into which we have entered concerning changes in control may delay, 
deter or prevent a takeover attempt that stockholders might consider favorable.
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21.  Climate changes, or responses to it, may affect us.

Climate change may increase the frequency and severity of near- or long-term weather-related disasters, public health incidents, and 
pandemics, and their effects may increase over time.  Climate change regulation may harm the value of investments we hold or harm our 
counterparties, including reinsurers.  Our regulators may also increasingly focus their examinations on climate-related risks.

22.  Our efforts to meet environmental, social, and governance standards and to enhance our sustainability may not meet expectations.

Our investors or others may evaluate our business practices by continually evolving and unclear environmental, social, and governance 
(“ESG”) criteria that may reflect contrasting or conflicting values or agendas.  Our practices may also not change in the particulars or at the 
rate all parties expect, and may involve management trade-offs.  To the extent we establish specific commitments or targets, we may fail to 
meet them.  We may also face criticism and scrutiny for any efforts we make with respect to ESG, including allegations that such efforts are 
inconsistent with duties we owe to shareholders or others.

23.  We May Face a Variety of Risks If We Begin Operations Outside the United States.

If we pursue opportunities outside the United States, we may face a wide range of political, legal, operational, economic and other risks, 
including but not limited to:  nationalization or expropriation of assets; imposition of limits on foreign ownership of local companies; changes 
in laws, their application or interpretation; political instability; economic or trade sanctions; sanctions on cross-border exchange listing, 
investment or other securities transactions; dividend limitations; price controls; currency exchange controls or other transfer or exchange 
restrictions; heightened cybersecurity risks, or labor relations risks.

Item 1B.    Unresolved Staff Comments

None.

Item 2.    Properties

Not applicable.

Item 3.    Legal Proceedings

See Note 14 - Commitments and Contingencies to our audited consolidated financial statements.

Item 4.    Mine Safety Disclosures

Not applicable.
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PART II

Item 5.    Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our common stock is traded on the New York Stock Exchange ("NYSE") under the symbol AEL.  The following table sets forth the high and 
low sales prices of our common stock for each quarterly period within the two most recent fiscal years as quoted on the NYSE.

High Low
2022

First Quarter $44.49 $35.05
Second Quarter $42.18 $32.65
Third Quarter $43.55 $33.22
Fourth Quarter $46.76 $28.05

2021
First Quarter $32.54 $26.21
Second Quarter $33.68 $29.18
Third Quarter $33.79 $27.12
Fourth Quarter $39.88 $29.46

As of February 16, 2023, to the best of our knowledge, there were approximately 580 shareholders of record of our common stock.  In 2022 
and 2021, we paid an annual cash dividend of $0.36 and $0.34, respectively, per share on our common stock.  We intend to continue to pay an 
annual cash dividend on such shares so long as we have sufficient capital and/or future earnings to do so. Any further determination as to 
dividend policy will be made by our board of directors and will depend on a number of factors, including our future earnings, capital 
requirements, financial condition and future prospects and such other factors as our board of directors may deem relevant.

Since we are a holding company, our ability to pay cash dividends depends in large measure on our subsidiaries' ability to make distributions 
of cash or property to us.  Iowa insurance laws restrict the amount of distributions American Equity Life and Eagle Life can pay to us without 
the approval of the Iowa Insurance Commissioner.  See Management's Discussion and Analysis of Financial Condition and Results of 
Operations and Note 13 - Statutory Financial Information and Dividend Restrictions to our audited consolidated financial statements, which 
are incorporated by reference in this Item 5.

For disclosure on securities authorized for issuance under equity compensation plans, see our subsequent disclosure to be filed within 
120 days after  December 31, 2022.

Issuer Purchases of Equity Securities

The following table presents the amount of our share purchase activity for the three months ended December 31, 2022:

Total Number of 
Shares Purchased

Average Price 
Paid Per Share

Total Number of Shares 
Purchased as Part of 
Publicly Announced 

Program (a)

Approximate Dollar 
Value of Shares That 

May Yet Be 
Purchased Under 

Program
Period (shares) (dollars) (shares) (dollars in thousands)
October 1, 2022 - October 31, 2022  304,688 $ 37.84  304,688 $ 201,586 
November 1, 2022 - November 30, 2022  842,749 $ 36.32  842,749 $ 570,975 
December 1, 2022 - December 31, 2022  50,272 $ 38.91  50,272 $ 569,018 
Total  1,197,709  1,197,709 

(a) On October 18, 2020, the Company's Board of Directors approved a $500 million share repurchase program (since fully utilized).  On 
November 19, 2021, the Company's Board of Directors authorized the repurchase of an additional $500 million of Company common 
stock.  On November 11, 2022, the Company's Board of Directors authorized the repurchase of an additional $400 million of Company 
common stock.  
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Common Stock Performance Graph

The graph and table below compare the total return on our common shares with the total return on the S&P Global Ratings (“S&P”) 500 and 
S&P 500 Financials indices for the five-year period ended on December 31, 2022.  The graph and table show the total return on a hypothetical 
$100 investment in our common shares and in each index on December 31, 2017 including the reinvestment of all dividends.  The graph and 
table below shall not be deemed to be “soliciting material” or to be “filed,” or to be incorporated by reference in future filings with the SEC, 
or to be subject to the liabilities of Section 18 of the Exchange Act, except to the extent that we specifically incorporate it by reference into a 
document filed under the Securities Act or the Exchange Act.

12/31/2017 12/31/2018 12/31/2019 12/31/2020 12/31/2021 12/31/2022
American Equity Investment Life Holding Co.  100.00  91.67  99.20  92.74  131.73  155.83 
S&P 500 Index  100.00  95.62  125.72  148.85  191.58  156.88 
S&P 500 Financials Index  100.00  86.97  114.91  112.96  152.54  136.48 
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Item 7.    Management's Discussion and Analysis of Financial Condition and Results of Operations

Management's discussion and analysis reviews our consolidated financial position at December 31, 2022 compared with December 31, 2021, 
and our consolidated results of operations for the years ended December 31, 2022 and 2021, and where appropriate, factors that may affect 
future financial performance.  This analysis should be read in conjunction with our audited consolidated financial statements, notes thereto 
and selected consolidated financial data appearing elsewhere in this report.

For information and analysis relating to our financial condition and consolidated results of operations as of and for the year ended 
December 31, 2021, as well as for the year ended December 31, 2021 compared with the year ended December 31, 2020, see Item 7. 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our Annual Report on Form 10-K for the year 
ended December 31, 2021.

Cautionary Statement Regarding Forward-Looking Information

All statements, trend analysis and other information contained in this report and elsewhere (such as in filings by us with the SEC, press 
releases, presentations by us or management or oral statements) may contain forward-looking statements within the meaning of the Private 
Securities Litigation Reform Act of 1995, the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended.  
Forward-looking statements give expectations or forecasts of future events and do not relate strictly to historical or current facts. They may 
relate to markets for our products, trends in our operations or financial results, strategic alternatives, future operations, strategies, plans, 
partnerships, investments, share buybacks and other financial developments.  They use words and terms such as anticipate, assume, believe, 
can, continue, could, enable, estimate, expect, forecast, foreseeable, goal, improve, intend, likely, may, model, near, objective, opportunity, 
outlook, plan, potential, project, probable, remain, risk seek, should, strategy, target, will, would, and other words and terms of similar 
meaning or that are otherwise tied to future periods or future performance, in each case in all forms of speech and derivative forms, or similar 
words, as well as any projections of future events or results.  Forward-looking statements, by their nature, are subject to a variety of 
assumptions, risks, and uncertainties that could cause actual results to differ materially from the results projected. Many of these risks and 
uncertainties cannot be controlled by the Company.  Factors that may cause our actual decisions or results to differ materially from those 
contemplated by these forward-looking statements include, among other things:

• results differing from assumptions, estimates, and models.
• interest rate condition changes.
• investments losses or failures to grow as quickly as expected due to market, credit, liquidity, concentration, default, and other risks.
• option costs increases.
• counterparty credit risks.
• third parties service-provider failures to perform or to comply with legal or regulatory requirements.
• poor attraction and retention of customers or distributors due to competitors’ greater resources, broader array of products, and higher 

ratings.
• information technology and communication systems failures or security breaches.
• credit or financial strength downgrades.
• inability to raise additional capital to support our business and sustain our growth on favorable terms.
• U.S. and global capital market and economic deterioration due to major public health issues, including the COVID-19 pandemic, 

political or social developments, or otherwise.
• failure to authorize and pay dividends on our preferred stock.
• subsidiaries’ inability to pay dividends or make other payments to us.
• failure at reinsurance, investment management, or third-party capital arrangements.
• failure to prevent excessive risk-taking.
• failure of policies and procedures to protect from operational risks.
• inability to protect intellectual property, or intellectual property infringement claims.
• increased litigation, regulatory examinations, and tax audits.
• changes to laws, regulations, accounting, and benchmarking standards.
• takeover or combination delays or deterrence by laws, corporate governance documents, or change-in-control agreements.
• effects of climate changes, or responses to it.
• failure of efforts to meet environmental, social, and governance standards and to enhance sustainability.

For a detailed discussion of these and other factors that might affect our performance, see Item 1A of this report.  

Executive Summary

As previously noted, we began to implement an updated strategy, referred to as AEL 2.0, after having undertaken a thorough review of our 
business in 2020.  During 2022, we continued to make significant progress in the execution of the AEL 2.0 strategy in all four key pillars: Go-
to-Market, Investment Management, Capital Structure and Foundational Capabilities.  See Item 1. Business - Strategy for more information 
on the AEL 2.0 strategy and progress made during 2022.

Excellent customer service teamed with our ability to offer innovative insurance products that provide principal protection and lifetime 
income continued to result in significant sales of our annuity products.  In 2022, our sales were $3.3 billion; over the last five years our sales 
have ranged from $3.3 billion to $6.0 billion. 
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The economic and personal investing environments continue to be conducive to the sale of fixed index and fixed rate annuity products as 
retirees and others looked to put their money in instruments that will protect their principal and provide them with consistent cash flow 
sources in their retirement years and a paycheck for life.  Sales of fixed index and fixed rate annuity products decreased to $3.3 billion in 2022 
compared to $6.0 billion in 2021.  The decrease in fixed rate annuity sales was driven by the decision to focus on sales of fixed index annuity 
products as we believe such products align with the transformation of the Company from a spread based return on equity insurer to more of a 
fee-based return on asset insurer. The decrease in fixed index annuity sales was driven by the decision to focus on pricing discipline as 
interest rates fluctuated. With our latest pricing refresh in November 2022, we believe we are well positioned competitively to enter 2023 with 
strong momentum.  

During 2022, we saw interest rates rise after an unprecedented period of low interest rates.  In response, we have been actively managing 
policyholder crediting rates for new annuities and existing annuities as we focused on improving our pricing processes to become more 
nimble, targeted and responsive to market changes.  We continue to have flexibility to reduce our crediting rates if necessary and could 
decrease our cost of money by approximately 82 basis points if we reduce current rates to guaranteed minimums.   We expanded our privately 
sourced assets to include a more diversified portfolio in 2022 covering a variety of sectors, including infrastructure, middle market credit and 
commercial real estate equity.  During 2022, we originated $5 billion of privately sourced assets with expected returns greater than 6%. Total 
private assets at year-end were nearly $11 billion, bringing our allocation to 22% of the investment portfolio at year-end. 

On October 18, 2020, the Company's Board of Directors approved a $500 million share repurchase program (since fully utilized), and on 
November 19, 2021,the Company's Board of Directors authorized the repurchase of an additional $500 million of Company common stock.  
The share repurchase program has offset dilution from the issuance of shares to Brookfield, and its purpose remains to  institute a regular cash 
return program for shareholders. On November 11, 2022, the Company's Board of Directors authorized the repurchase of an additional $400 
million of Company common stock.  As of December 31, 2022, we have repurchased approximately 23.9 million shares of our common stock 
to date at an average price of $34.74 per common share.  

We specialize in the sale of individual annuities (primarily fixed and fixed index deferred annuities) through IMOs, agents, banks and broker-
dealers.  Fixed and fixed index annuities are an important product for Americans looking to fund their retirement needs as annuities have the 
ability to provide retirees a paycheck for life.  

Under U.S. GAAP, premium collections for deferred annuities are reported as deposit liabilities instead of as revenues.  Similarly, cash 
payments to policyholders are reported as decreases in the liabilities for policyholder account balances and not as expenses.  Sources of 
revenues for products accounted for as deposit liabilities are net investment income, surrender charges assessed against policy withdrawals 
and fees deducted from policyholder account balances for lifetime income benefit riders, net realized gains (losses) on investments and 
changes in fair value of derivatives.  Components of expenses for products accounted for as deposit liabilities are interest sensitive and index 
product benefits (primarily interest credited to account balances and changes in the liability for lifetime income benefit riders), changes in fair 
value of embedded derivatives, amortization of deferred sales inducements and deferred policy acquisition costs, other operating costs and 
expenses and income taxes.

Our profitability depends in large part upon:

• the amount of assets under our management,
• investment spreads we earn on our policyholder account balances,
• our ability to manage our investment portfolio to maximize returns and minimize risks such as interest rate changes and defaults or credit 

losses,
• our ability to appropriately price for lifetime income benefit riders offered on certain of our fixed rate and fixed index annuity policies,
• our ability to manage interest rates credited to policyholders and costs of the options purchased to fund the annual index credits on our 

fixed index annuities,
• our ability to manage the costs of acquiring new business (principally commissions paid to agents and distribution partners and bonuses 

credited to policyholders),
• our ability to maintain and continue to generate fee based revenue,
• our ability to manage our operating expenses, and
• income taxes.

Life insurance companies are subject to NAIC RBC requirements and rating agencies utilize a form of RBC to partially determine capital 
strength of insurance companies.  Our RBC ratio at December 31, 2022 and 2021 was 415% and 400%, respectively.

We intend to manage our capitalization in normal economic conditions at a level that is consistent with rating agency capital at or above the 
A-level.  It may drift downwards, at times, for reasons including, but not limited to, realized credit losses or temporary increases in required 
risk capital for ratings migrations.  This level is intended to reflect a level that is consistent with the rating agencies expectations for capital 
adequacy ratios at different points in an economic cycle.  This implies operating with a peak to trough swing whereby capital is absorbing risk 
at the low point of the economic cycle.  

On November 28, 2022 S&P affirmed its "A-" financial strength rating on American Equity Life and its "BBB-" long-term issuer credit rating 
on American Equity Investment Life Holding Company with an outlook of "stable" on these ratings.
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On September 9, 2022, A.M. Best affirmed its "A-" financial strength rating on American Equity Investment Life Insurance Company and its 
subsidiaries, American Equity Investment Life Insurance Company of New York and Eagle Life Insurance Company, its "bbb-" long-term 
issuer credit rating of American Equity Investment Life Holding Company, its "bbb-" senior unsecured debt ratings, and its "bb" perpetual, 
non-cumulative preferred stock ratings.  The outlook for these credit ratings of "stable" was also affirmed by A.M. Best on September 9, 
2022.

On December 7, 2022, Fitch affirmed its "A-" financial strength rating on American Equity Investment Life Insurance Company and its life 
insurance subsidiaries, its "BBB" issuer default rating on American Equity Investment Life Holding Company and its "BBB-" senior 
unsecured debt ratings, and revised its outlook to "stable" from "negative" on its financial strength, issuer default and senior unsecured debt 
ratings.

Earnings from products accounted for as deposit liabilities are primarily generated from the excess of net investment income earned over the 
interest credited or the cost of providing index credits to the policyholder, or the "investment spread."  Our investment spread is summarized 
as follows:

Year Ended December 31,
2022 2021 2020

Average yield on invested assets 4.34% 3.73% 4.12%
Aggregate cost of money 1.71% 1.55% 1.69%
Aggregate investment spread 2.63% 2.18% 2.43%

Impact of:
Investment yield - additional prepayment income 0.03% 0.11% 0.08%
Cost of money benefit from over hedging 0.01% 0.07% 0.02%

The cost of money for fixed index annuities and average crediting rates for fixed rate annuities are computed based upon policyholder account 
balances and do not include the impact of amortization of deferred sales inducements.  See Critical Accounting Policies and Estimates—
Deferred Policy Acquisition Costs and Deferred Sales Inducements.  With respect to our fixed index annuities, the cost of money includes the 
average crediting rate on amounts allocated to the fixed rate strategy and expenses we incur to fund the annual index credits.  Proceeds 
received upon expiration of call options purchased to fund annual index credits are recorded as part of the change in fair value of derivatives, 
and are largely offset by an expense for interest credited to annuity policyholder account balances.  See Critical Accounting Policies and 
Estimates - Policy Liabilities for Fixed Index Annuities and Financial Condition - Derivative Instruments.

Average yield on invested assets increased primarily as a result of strong returns on partnerships and other mark to market assets, the benefit 
from higher short-term interest rates, lower average cash balances and the ramp in private assets partly offset by lower prepayment income.   
See Net investment income.  The aggregate cost of money increased primarily due to increases in options costs and a reduction in the benefit 
from over hedging as compared to the prior year.  We have the flexibility to reduce our crediting rates if necessary and could decrease our 
cost of money by approximately 82 basis points if we reduce current rates to guaranteed minimums. 
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Results of Operations for the Three Years Ended December 31, 2022 

Annuity deposits by product type collected during 2022, 2021 and 2020, were as follows:

Year Ended December 31,
Product Type 2022 2021 2020

(Dollars in thousands)
American Equity Life:

Fixed index annuities $ 2,692,141 $ 2,753,479 $ 1,992,059 
Annual reset fixed rate annuities  5,329  6,133  8,128 
Multi-year fixed rate annuities  56,511  855,702  395,982 
Single premium immediate annuities  18,935  59,816  33,461 

 2,772,916  3,675,130  2,429,630 
Eagle Life:

Fixed index annuities  479,279  697,068  345,519 
Annual reset fixed rate annuities  380  350  97 
Multi-year fixed rate annuities  82,581  1,597,292  907,151 

 562,240  2,294,710  1,252,767 
Consolidated:

Fixed index annuities  3,171,420  3,450,547  2,337,578 
Annual reset fixed rate annuities  5,709  6,483  8,225 
Multi-year fixed rate annuities  139,092  2,452,994  1,303,133 
Single premium immediate annuities  18,935  59,816  33,461 

Total before coinsurance ceded  3,335,156  5,969,840  3,682,397 
Coinsurance ceded  968,906  424,819  35,667 
Net after coinsurance ceded $ 2,366,250 $ 5,545,021 $ 3,646,730 

Annuity deposits before coinsurance ceded decreased 44% during 2022 compared to 2021.  Annuity deposits after coinsurance ceded 
decreased 57% during 2022 compared to 2021.  The decrease in sales in 2022 compared to 2021 was primarily driven by a reduction in sales 
of multi-year fixed rate annuity products at both American Equity Life and Eagle Life which is in line with our 2022 sales strategy of 
focusing on sales of fixed index annuities.

We began ceding 75% of certain fixed index annuities issued after July 1, 2021 to North End Re which caused the increase in coinsurance 
ceded premiums for the year ended December 31, 2022 compared to 2021.  

Net income available to common stockholders increased 174% to $1.2 billion in 2022 and decreased 33% to $430.3 million in 2021 from 
$637.9 million in 2020.  The increase in net income available to common stockholders for the year ended December 31, 2022 was driven 
primarily by an increase in net investment income, a decrease in the change in fair value of embedded derivatives and a decrease in interest 
sensitive and index product benefits.  These changes were partially offset by a decrease in the change in fair value of derivatives and increases 
in amortization of deferred sales inducements and deferred policy acquisition costs.

Net income available to common stockholders for the year ended December 31, 2022 was positively impacted by an increase in the aggregate 
investment spread as previously noted.  Net income, in general, is impacted by the volume of business in force and the investment spread 
earned on this business.  The average amount of annuity account balances outstanding (net of annuity liabilities ceded under coinsurance 
agreements) decreased 4% to $51.6 billion for the year ended December 31, 2022 compared to $53.7 billion in 2021 and increased 1% for the 
year ended December 31, 2021 compared to $53.3 billion in 2020.  Our investment spread measured in dollars was $1.4 billion, $1.2 billion, 
and $1.3 billion for the years ended December 31, 2022, 2021 and 2020, respectively.  Investment income for the year ended December 31, 
2022 was positively impacted by strong returns on partnerships and other mark to market assets, the benefit from higher short-term interest 
rates, lower average cash balances and an increase in allocation to higher yielding privately sourced assets (see Net investment income).  The 
volume of cash and cash equivalent holdings decreased in the fourth quarter of 2021 and the first quarter of 2022 with the execution of the 
reinsurance treaty with North End Re and the investment of cash balances above our target levels. 

Net income was also impacted by the change in fair value of derivatives and embedded derivatives, which fluctuates from period to period 
based upon changes in fair values of call options purchased to fund the annual index credits for fixed index annuities and changes in interest 
rates used to discount the embedded derivative liability.  Net income for the year ended December 31, 2022 was positively impacted by 
decreases in expected index credits on the next policy anniversary dates resulting from decreases in the fair value of the call options acquired 
to fund these index credits and net increases in the discount rates used to estimate the fair value of our embedded derivative liabilities, the 
impacts of which were partially offset by decreases in the change in fair value of derivatives and increases in amortization of deferred policy 
acquisition costs and deferred sales inducements related to changes in fair value of derivatives and embedded derivatives. See Change in fair 
value of derivatives, Change in fair value of embedded derivatives, Amortization of deferred sales inducements and Amortization of 
deferred policy acquisition costs.
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We periodically update the key assumptions used in the calculation of amortization of deferred policy acquisition costs and deferred sales 
inducements retrospectively through an unlocking process when estimates of current or future gross profits/margins (including the impact of 
realized investment gains and losses) to be realized from a group of products are revised.  In addition, we periodically update the assumptions 
used in determining the liability for lifetime income benefit riders and the embedded derivative component of our fixed index annuity policy 
benefit reserves as experience develops that is different from our assumptions.  

Net income available to common stockholders for 2022, 2021 and 2020 includes effects from updates to assumptions as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Increase (decrease) in amortization of deferred sales inducements $ 45,682 $ (45,107) $ 428,101 
Increase (decrease) in amortization of deferred policy acquisition costs  56,853  (45,662)  646,785 
Increase (decrease) in interest sensitive and index product benefits  (53,042)  243,658  285,825 
Decrease in change in fair value of embedded derivatives  (94,770)  (122,294)  (2,341,279) 
Effect on net income available to common stockholders  35,543  (24,017)  769,611 

We review these assumptions quarterly and as a result of these reviews, we made updates to assumptions during each year.  

The most significant assumption updates made in 2022 were to investment spread assumptions, including the net investment earned rate and 
crediting rate on policies, lapse rate and partial withdrawal assumptions and lifetime income benefit rider utilization assumptions.

We updated our assumption for net investment spread for American Equity Life to remain steady at 2.60% through an eight-year reversion 
period. We increased our long-term net investment earned rate assumption by 40 basis points with an assumption of 4.25% in the near term 
increasing to 5.00% over the eight-year reversion period, and we increased our long-term crediting/discount rate assumption by 30 basis 
points with an assumption of 1.65% in the near term increasing to 2.40% over the eight year reversion period. In addition, we adjusted the 
grading of the discount rate assumption in the embedded derivative calculation. These changes resulted in an increase in expected future gross 
profits and therefore an increase in the deferred policy acquisition costs and deferred sales inducements balances. These changes also resulted 
in a decrease in the liability for lifetime income benefit riders due to a higher discount rate and a decrease in the fair value of the embedded 
derivative due to the grading of the crediting rate assumption.

We updated lapse rate and partial withdrawal assumptions based on actual historical experience. We refreshed lapse tables based on five years 
of lapse experience and implemented a 1% lapse floor. For policies with a lifetime income benefit rider that do not charge a fee, we increased 
the lapse rates.  For policies with a lifetime income benefit rider that has been utilized, we decreased the lapse rates. We expanded our partial 
withdrawal assumptions to include scalars in our assumptions during the surrender charge period, shock period, and post-shock period. This 
resulted in partial withdrawals extending beyond the surrender charge period. The net impact of the lapse rate and partial withdrawal 
assumptions resulted in a decrease in expected future gross profits and a decrease in the deferred policy acquisition costs and deferred sales 
inducements balances. The net impact of these changes resulted in an increase in the liability for lifetime income benefit riders due to higher 
excess claims and lower gross profits and increased the fair value of the embedded derivative due to lower overall lapses and partial 
withdrawals.

We updated our lifetime income benefit rider utilization assumption structure to capture policyholder characteristics at a more granular level.  
This resulted in an increase in the number of policies utilizing the benefit and increased the excess claims. The impact of this change resulted 
in an increase in the liability for lifetime income benefit riders, an increase in the fair value of the embedded derivative, and an increase in the 
deferred policy acquisition costs and deferred sales inducements balances.

The most significant assumption updates made in 2021 were to investment spread assumptions, including the net investment earned rate and 
crediting rate on policies, lifetime income benefit rider utilization assumptions, mortality assumptions, and lapse rate assumptions as 
discussed below.  In addition, we made assumption updates to change the reinsurance expense assumption associated with the refinancing of 
statutory redundant reserves effective October 1, 2021.

Due to the continued low interest rate environment, we updated our assumption for investment spread for American Equity Life to 2.25% in 
the near term and increasing to 2.50% over an eight-year reversion period and our assumption for crediting/discount rate to 1.55% increasing 
to 2.10% over an eight-year reversion period.  Prior to these assumption updates, our long-term assumption for aggregate investment spread 
was at 2.60% at the end of an eight-year reversion period, with a near term crediting/discount rate of 1.90% increasing to 2.10% over an 
eight-year reversion period.  The assumption change to decrease aggregate investment spread resulted in lower expected future gross profits 
as compared to previous estimates and a decrease in the balances of deferred policy acquisition costs and deferred sales inducements.  

We updated lapse rate and mortality assumptions based on historical experience.  For certain annuity products without a lifetime income 
benefit rider, the lapse rate assumption was increased in more recent cohorts to reflect higher lapses on polices with a market value adjustment 
("MVA") feature.  For other annuity products with a lifetime income benefit rider, the population was bifurcated based on whether policies 
had utilized the rider.  For those policies which had utilized the rider, the lapse rate assumption was decreased in later durations.  The overall 
mortality assumption was lowered to reflect historical experience.  The net impact of the updates to the lapse rate and mortality assumptions 
resulted in higher expected future gross profits as compared to previous estimates and an increase in the balances of deferred policy 
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acquisition costs and deferred sales inducements.  The net impact of the updates to lapse rate and mortality assumptions resulted in an 
increase in the liability for lifetime income benefit riders due to a greater amount of expected benefit payments in excess of account values.  

We updated the lifetime income benefit rider utilization assumption based on historical experience.  The ultimate utilization assumption was 
lowered for policies with a fee rider and certain policies with a no-fee rider.  In addition, the utilization assumption was changed to reflect 
seasonality with higher utilization rates during the first quarter of each year.  The net impact of the updates to the utilization assumption 
resulted in a decrease in the liability for lifetime income benefit riders due to a lower amount of expected benefits payments due to lower 
expected utilization.  The net impact of the updates to the utilization assumption resulted in higher expected future gross profits as compared 
to previous estimates and an increase in the balances of deferred policy acquisition costs and deferred sales inducements.  

The most significant assumption update to the calculation of the fair value of the embedded derivative component of our fixed index annuity 
policy benefit reserve in 2021 was the change in lapse rate assumptions discussed above.  The net impact of the updates to the lapse rate 
assumption resulted in a decrease in the embedded derivative component of our fixed index annuity policy benefit reserves as less funds 
ultimately qualify for excess benefits.

Non-GAAP operating income available to common stockholders, a non-GAAP financial measure increased 25% to $362.9 million in 
2022 and increased 320% to $290.5 million in 2021 from $69.1 million in 2020.  The increase in non-GAAP operating income available to 
common stockholders for the year ended December 31, 2022 was primarily a result of the impact of assumption updates made during 2022 
compared to the impact of assumption updates made during 2021.  Non-GAAP operating income available to common stockholders and Non-
GAAP operating income available to common stockholders per common share - assuming dilution, excluding the impact of notable items, for 
the year ended December 31, 2022 were $336.4 million and $3.67 per share, respectively.  Non-GAAP operating income available to 
common stockholders and Non-GAAP operating income available to common stockholders per common share - assuming dilution, excluding 
the impact of notable items, for the year ended December 31, 2021 were $368.5 million and $3.90 per share, respectively. Non-GAAP 
operating income available to common stockholders, excluding the impact of notable items, for the year ended December 31, 2022 was 
negatively impacted by an increase in interest sensitive and index product benefits due to a larger increase in lifetime income benefit rider 
reserves and increases in amortization of deferred sales inducements and deferred policy acquisition costs compared to 2021.  Non-GAAP 
operating income available to common stockholders for the year ended December 31, 2022 was positively impacted by an increase in the 
aggregate investment spread as previously noted and an increase in other revenue compared to 2021.

In addition to net income available to common stockholders, we have consistently utilized non-GAAP operating income available to common 
stockholders, a non-GAAP financial measure commonly used in the life insurance industry, as an economic measure to evaluate our financial 
performance.  Non-GAAP operating income available to common stockholders equals net income available to common stockholders adjusted 
to eliminate the impact of items that fluctuate from year to year in a manner unrelated to core operations, and we believe measures excluding 
their impact are useful in analyzing operating trends.  The most significant adjustments to arrive at non-GAAP operating income available to 
common stockholders eliminate the impact of fair value accounting for our fixed index annuity business and are not economic in nature but 
rather impact the timing of reported results.  We believe the combined presentation and evaluation of non-GAAP operating income available 
to common stockholders together with net income available to common stockholders provides information that may enhance an investor's 
understanding of our underlying results and profitability. 

Non-GAAP operating income available to common stockholders is not a substitute for net income available to common stockholders 
determined in accordance with GAAP.  The adjustments made to derive non-GAAP operating income available to common stockholders are 
important to understand our overall results from operations and, if evaluated without proper context, non-GAAP operating income available 
to common stockholders possesses material limitations.  As an example, we could produce a low level of net income available to common 
stockholders or a net loss available to common stockholders in a given period, despite strong operating performance, if in that period we 
experience significant net realized losses from our investment portfolio.  We could also produce a high level of net income available to 
common stockholders in a given period, despite poor operating performance, if in that period we generate significant net realized gains from 
our investment portfolio.  As an example of another limitation of non-GAAP operating income available to common stockholders, it does not 
include the decrease in cash flows expected to be collected as a result of credit losses on financial assets.  Therefore, our management reviews 
net realized investment gains (losses) and analyses of our net investment income, including impacts related to credit losses, in connection with 
their review of our investment portfolio.  In addition, our management examines net income available to common stockholders as part of their 
review of our overall financial results.
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The adjustments made to net income available to common stockholders to arrive at non-GAAP operating income available to common 
stockholders and non-GAAP operating income available to common stockholders, excluding notable items for 2022, 2021 and 2020 are set 
forth in the table that follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Reconciliation from net income available to common stockholders to non-GAAP operating 

income available to common stockholders:
Net income available to common stockholders $ 1,177,269 $ 430,317 $ 637,945 
Adjustments to arrive at non-GAAP operating income available to common stockholders:

Net realized losses on financial assets, including credit losses  36,428  10,299  59,355 
Change in fair value of derivatives and embedded derivatives  (1,080,356)  (187,290)  (784,005) 
Net investment income  664  —  — 
Other revenue  5,969  —  — 
Income taxes  222,966  37,184  155,808 

Non-GAAP operating income available to common stockholders  362,940  290,510  69,103 
Impact of excluding notable items  (26,572)  78,036  310,117 

Non-GAAP operating income available to common stockholders, excluding notable items $ 336,368 $ 368,546 $ 379,220 

Per common share - assuming dilution:
Non-GAAP operating income available to common stockholders $ 3.96 $ 3.07 $ 0.75 

Impact of excluding notable items  (0.29)  0.83  3.36 
Non-GAAP operating income available to common stockholders, excluding notable items $ 3.67 $ 3.90 $ 4.11 

Notable items impacting non-GAAP operating income available to common stockholders:
Impact of actuarial assumption updates $ (26,572) $ 78,036 $ 340,895 
Tax benefit related to the CARES Act  —  —  (30,778) 

Total notable items $ (26,572) $ 78,036 $ 310,117 

The amounts disclosed in the reconciliation above are presented net of related adjustments to amortization of deferred sales inducements and 
deferred policy acquisition costs and accretion of lifetime income benefit rider reserves where applicable.  Notable items reflect the after-tax 
impact to non-GAAP operating income available to common stockholders for certain items that do not reflect the company's expected 
ongoing operations.  Notable items primarily include the impact from actuarial assumption updates.  The presentation of notable items is 
intended to help investors better understand our results and to evaluate and forecast those results.

Non-GAAP operating income available to common stockholders for 2022, 2021 and 2020 includes effects from updates to assumptions as 
follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Increase (decrease) in amortization of deferred sales inducements $ 8,670 $ (66,066) $ 57,467 
Increase (decrease) in amortization of deferred policy acquisition costs  10,520  (78,183)  90,970 
Increase (decrease) in interest sensitive and index product benefits  (53,042)  243,658  285,825 
Effect on non-GAAP operating income available to common stockholders  26,572  (78,036)  (340,895) 

The impact to net income available to common stockholders and non-GAAP operating income available to common stockholders from 
assumption updates varies due to the impact of fair value accounting for our fixed index annuity business as non-GAAP operating income 
available to common stockholders eliminates the impact of fair value accounting for our fixed index annuity business.  While the assumption 
updates made during 2022, 2021 and 2020 were consistently applied, the impact to net income available to common stockholders and non-
GAAP operating income available to common stockholders varies due to different amortization rates being applied to gross profit adjustments 
included in the valuation.
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Annuity product charges (surrender charges assessed against policy withdrawals and fees deducted from policyholder account balances for 
lifetime income benefit riders) decreased 5% to $230.4 million in 2022 and decreased 3% to $242.6 million in 2021 from $251.2 million in 
2020.  The components of annuity product charges are set forth in the table that follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Surrender charges $ 72,699 $ 67,657 $ 72,551 
Lifetime income benefit riders (LIBR) fees  157,655  174,974  178,676 

$ 230,354 $ 242,631 $ 251,227 

Withdrawals from annuity policies subject to surrender charges $ 1,145,415 $ 1,099,098 $ 776,305 
Average surrender charge collected on withdrawals subject to surrender charges  6.3 %  6.2 %  9.3 %

Fund values on policies subject to LIBR fees $ 19,473,279 $ 22,183,623 $ 22,986,903 
Weighted average per policy LIBR fee  0.81 %  0.79 %  0.78 %

The decrease in annuity product charges during 2022 was attributable to a decrease in fees assessed for lifetime income benefit riders due to a 
smaller volume of business in force subject to the fees slightly offset by an increase in the average fees being charged and an increase in 
withdrawals subject to surrender charges compared to 2021.  The smaller volume of business subject to the fees is primarily due to the 
execution of the North End Re reinsurance treaty which was effective on July 1, 2021 and the execution of the AeBe reinsurance treaty which 
was effective October 3, 2022.  See Interest sensitive and index product benefits below for corresponding expense recognized on lifetime 
income benefit riders. 

Net investment income increased 13% to $2.3 billion in 2022 and decreased 7% to $2.0 billion in 2021 from $2.2 billion in 2020.  The 
increase for 2022 compared to 2021 was attributable to an increase in the average yield earned on invested assets during 2022.  Average 
invested assets excluding derivative instruments (on an amortized cost basis) decreased 3% to $53.2 billion in 2022 and increased 3% to $54.8 
billion in 2021 compared to $53.1 billion in 2020.  

The average yield earned on average invested assets was 4.34%, 3.73% and 4.12% for 2022, 2021 and 2020, respectively.  The increase in 
yield earned on average invested assets in 2022 was primarily attributable to strong returns on partnerships and other mark to market assets, 
the benefit from higher short-term interest rates, lower average cash balances and the ramp in private assets partly offset by lower prepayment 
income.

The expected return on investments purchased during 2022 was 5.01%, net of third-party investment management expenses.  Purchases for 
2022 included $5.7 billion of fixed maturity securities with an expected return of 4.02% and $5.0 billion of privately sourced assets with an 
expected return of 6.14%.  The privately sourced assets include investments in infrastructure, middle market credit and commercial real estate 
equity.  The expected return on investments purchased during 2021 and 2020 was 3.92% and 3.84%, respectively.

Change in fair value of derivatives primarily consists of call options purchased to fund annual index credits on fixed index annuities.  The 
components of change in fair value of derivatives are as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Call options:

Gain (loss) on option expiration $ (287,328) $ 1,368,381 $ 15,042 
Change in unrealized gains/losses  (831,440)  (20,456)  19,562 

Warrants  264  810  — 
Interest rate swaps  (19,624)  —  — 
Interest rate caps  —  —  62 

$ (1,138,128) $ 1,348,735 $ 34,666 
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The differences between the change in fair value of derivatives between years for call options are primarily due to the performance of the 
indices upon which our call options are based which impacts the level of gains on call option expirations, the fair values of those call options 
and changes in the fair values of those call options between years.  The changes in gain (loss) on option expiration and in unrealized gains/
losses on call options for the year ended December 31, 2022 as compared to 2021 are due to equity market performance in 2022 compared to 
2021.  A substantial portion of our call options are based upon the S&P 500 Index with the remainder based upon other equity and bond 
market indices.  The range of index appreciation (after applicable caps, participation rates and asset fees) for options expiring during these 
years is as follows:

Year Ended December 31,
2022 2021 2020

S&P 500 Index
Point-to-point strategy 0.0% - 12.5% 0.0% - 42.6% 0.0% - 17.4%
Monthly average strategy 0.0% - 8.6% 0.0% - 29.4% 0.0% - 11.9%
Monthly point-to-point strategy 0.0% - 12.9% 0.0% - 21.7% 0.0% - 14.0%

Volatility control index point-to-point strategy 0.0% - 7.3% 0.0% - 9.7% 0.0% - 9.3%
Fixed income (bond index) strategies 0.0% - 6.5% 0.0% - 10.0% 0.0% - 13.6%

The change in fair value of derivatives is also influenced by the aggregate cost of options purchased.  During 2022, the aggregate cost of 
options were higher than in 2021 as option costs generally increased during 2022.  The aggregate cost of options is also influenced by the 
amount of policyholder funds allocated to the various indices and market volatility which affects option pricing.  See Critical Accounting 
Policies and Estimates - Policy Liabilities for Fixed Index Annuities. 

Net realized gains (losses) on investments include gains and losses on the sale of securities and other investments and changes in allowances 
for credit losses on our securities and mortgage loans on real estate.  Net realized gains (losses) on investments fluctuate from year to year 
primarily due to changes in the interest rate and economic environments and the timing of the sale of investments.  See Note 3 - Investments 
and Note 4 - Mortgage Loans on Real Estate to our audited consolidated financial statements and Financial Condition - Credit Losses for a 
detailed presentation of the types of investments that generated the gains (losses) as well as discussion of credit losses on our securities 
recognized during the periods presented and Financial Condition - Investments and Note 4 - Mortgage Loans on Real Estate to our audited 
consolidated financial statements for discussion of credit losses recognized on mortgage loans on real estate.

Securities sold at losses are generally due to our long-term fundamental concern with the issuers' ability to meet their future financial 
obligations or to improve our risk or duration profiles as they pertain to our asset liability management.

Other revenue increased 180% to $43.9 million in 2022 compared to $15.7 million in 2021.  The increase for 2022 compared to 2021 was 
primarily attributable to the increase in business ceded under the North End Re reinsurance treaty which was effective July 1, 2021.  See Note 
8 - Reinsurance and Policy Provisions to our audited consolidated financial statements for more information.  The components of other 
revenue are summarized as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Asset liability management fees $ 12,686 $ 5,470 $ — 
Amortization of deferred gain  31,235  10,200  — 

$ 43,921 $ 15,670 $ — 

Interest sensitive and index product benefits decreased 67% to $889.7 million in 2022 and increased 74% to $2.7 billion in 2021 from $1.5 
billion in 2020.  The components of interest sensitive and index product benefits are summarized as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Index credits on index policies $ 305,292 $ 1,977,888 $ 747,489 
Interest credited (including changes in minimum guaranteed interest for fixed index annuities)  249,579  253,725  198,745 
Lifetime income benefit riders  334,779  449,793  597,036 

$ 889,650 $ 2,681,406 $ 1,543,270 
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The changes in index credits were attributable to changes in the level of appreciation of the underlying indices (see discussion above under 
Change in fair value of derivatives) and the amount of funds allocated by policyholders to the respective index options.  Total proceeds 
received upon expiration of the call options purchased to fund the annual index credits were $0.3 billion, $2.0 billion and $0.8 billion for the 
years ended December 31, 2022, 2021 and 2020, respectively.  The decrease in interest credited in 2022 was due to a reduction in interest 
credited to funds allocated to the fixed option strategy within our fixed index annuities due to a decrease in the average balance allocated to 
the fixed option strategy partially offset by an increase in deferred annuity products that receive a fixed rate of interest.  The decrease in 
benefits recognized for lifetime income benefit riders for 2022 compared to 2021 was due to the impact of assumption updates made during 
2022 compared to assumption updates made during 2021 partially offset by the impacts on the calculation of the lifetime income benefit rider 
reserve of actual results compared to expected results for items such as lifetime income benefit rider election rates and the level of index 
credits.  The net impact of updating expected results with actual results led to an increase in the lifetime income benefit rider reserve for the 
year ended December 31, 2022. In addition, fund value of policies with lifetime income benefit riders decreased as a result of the North End 
Re reinsurance treaty executed during 2021 and the execution of the AeBe reinsurance treaty which was effective October 3, 2022.  See Net 
income available to common stockholders above for discussion of the changes in the assumptions used in determining reserves for lifetime 
income benefit riders for the years ended December 31, 2022 and 2021.  

Amortization of deferred sales inducements is based on historical, current and future expected gross profits.  The changes in amortization 
from period to period are the result of differences in actual gross profits compared to expected or modeled gross profits and changes to the 
underlying business.  The increases in amortization before and after gross profit adjustments for 2022 compared to 2021 were due to the 
impact of assumption updates made during 2022 compared to the impact of assumption updates made during 2021.  In addition, amortization 
of deferred sales inducements for the year ended December 31, 2022 increased due to increases in actual gross profits for the year ended 
December 31, 2022 compared to 2021. Amortization of deferred sales inducements for the year ended December 31, 2022 also increased as 
index credits on index policies for the year ended December 31, 2022 were less than index credits on index policies for 2021.  Bonus products 
represented 63%, 65% and 75% of our net annuity account values at December 31, 2022, 2021 and 2020, respectively.  The amount of 
amortization is affected by amortization associated with fair value accounting for derivatives and embedded derivatives utilized in our fixed 
index annuity business and amortization associated with net realized gains (losses) on investments.  Fair value accounting for derivatives and 
embedded derivatives utilized in our fixed index annuity business creates differences in the recognition of revenues and expenses from 
derivative instruments including the embedded derivative liabilities in our fixed index annuity contracts.  The change in fair value of the 
embedded derivatives will not correspond to the change in fair value of the derivatives (purchased call options), because the purchased call 
options are one-year options while the options valued in the fair value of embedded derivatives cover the expected lives of the contracts 
which typically exceed ten years.  

Amortization of deferred sales inducements is summarized as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Amortization of deferred sales inducements before gross profit adjustments $ 234,778 $ 112,790 $ 243,067 
Gross profit adjustments:

Fair value accounting for derivatives and embedded derivatives  177,131  40,899  202,660 
Net realized losses on investments  (3,361)  (997)  (7,563) 

Amortization of deferred sales inducements after gross profit adjustments $ 408,548 $ 152,692 $ 438,164 

See Net income available to common stockholders and Non-GAAP operating income available to common stockholders, a non-GAAP 
financial measure above for discussion of the impact of assumption updates on amortization of deferred sales inducements for the years 
ended December 31, 2022 and 2021.  See Critical Accounting Policies and Estimates - Deferred Policy Acquisition Costs and Deferred Sales 
Inducements. 

Change in fair value of embedded derivatives includes changes in the fair value of our fixed index annuity embedded derivatives (see Note 
6 - Derivative Instruments to our audited consolidated financial statements).  The components of change in fair value of embedded derivatives 
are as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Fixed index annuities - embedded derivatives $ (2,561,676) $ (876,803) $ (1,922,085) 
Other changes in difference between policy benefit reserves computed using derivative 

accounting vs. long-duration contracts accounting  648,580  520,863  635,298 
Reinsurance related embedded derivative  (439,502)  (2,362)  — 

$ (2,352,598) $ (358,302) $ (1,286,787) 

The change in fair value of the fixed index annuity embedded derivatives resulted from (i) changes in the expected index credits on the next 
policy anniversary dates, which are related to the change in fair value of the call options acquired to fund those index credits discussed above 
in Change in fair value of derivatives; (ii) changes in the expected annual cost of options we will purchase in the future to fund index credits 
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beyond the next policy anniversary; (iii) changes in the discount rates used in estimating our embedded derivative liabilities; and (iv) the 
growth in the host component of the policy liability.  The amounts presented as "Other changes in difference between policy benefit reserves 
computed using derivative accounting vs. long-duration contracts accounting" represent the total change in the difference between policy 
benefit reserves for fixed index annuities computed under the derivative accounting standard and the long-duration contracts accounting 
standard at each balance sheet date, less the change in fair value of our fixed index annuities embedded derivative.  See Critical Accounting 
Policies and Estimates- Policy Liabilities for Fixed Index Annuities.  

The primary reasons for the decrease in the change in fair value of the fixed index annuity embedded derivatives during 2022 compared to 
2021 were due to decreases in expected index credits on the next policy anniversary dates resulting from decreases in the fair value of the call 
options acquired to fund the index credits during 2022 compared to increases in the expected index credits resulting from increases in the fair 
value of the call options acquired to fund these index credits during 2021 and larger increases in the net discount rates used in the calculation 
during 2022 compared to 2021.  The discount rates used in estimating our embedded derivative liabilities fluctuate based on the changes in 
the general level of risk free interest rates and our own credit spread. 

The reinsurance agreements executed in 2022 with AeBe and 2021 with North End Re to cede certain fixed index annuity product liabilities 
on a coinsurance funds withheld and modified coinsurance basis contain embedded derivatives.  The fair value of these embedded derivatives 
are based on the unrealized gains and losses of the underlying assets held in the funds withheld and modified coinsurance portfolios and the 
fair value of the assets decreased during 2022.  See Note 6 - Derivative Instruments for discussion on this embedded derivative.

Amortization of deferred policy acquisition costs is based on historical, current and future expected gross profits.  The changes in 
amortization from period to period are the result of differences in actual gross profits compared to expected or modeled gross profits and 
changes to the underlying business.  The increases in amortization before and after gross profit adjustments for 2022 compared to 2021 were 
due to the impact of assumption updates made during 2022 compared to the impact of assumption updates made during 2021.  In addition, 
amortization of deferred policy acquisition costs for the year ended December 31, 2022 increased due to increases in actual gross profits for 
the year ended December 31, 2022 as compared to 2021. Amortization of deferred policy acquisition costs for the year ended December 31, 
2022 also increased as index credits on index policies for the year ended December 31, 2022 were less than index credits on index policies for 
2021.  The amount of amortization is affected by amortization associated with fair value accounting for derivatives and embedded derivatives 
utilized in our fixed index annuity business and amortization associated with net realized gains (losses) on investments.  As discussed above, 
fair value accounting for derivatives and embedded derivatives utilized in our fixed index annuity business creates differences in the 
recognition of revenues and expenses from derivative instruments including the embedded derivative liabilities in our fixed index annuity 
contracts.  

Amortization of deferred policy acquisition costs is summarized as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Amortization of deferred policy acquisition costs before gross profit adjustments $ 330,290 $ 181,589 $ 368,139 
Gross profit adjustments:

Fair value accounting for derivatives and embedded derivatives  290,905  88,576  293,827 
Net realized losses on investments  (5,895)  (1,837)  (12,412) 

Amortization of deferred policy acquisition costs after gross profit adjustments $ 615,300 $ 268,328 $ 649,554 

See Net income available to common stockholders and non-GAAP operating income available to common stockholders, a non-GAAP 
financial measure, above for discussion of the impact of assumption updates on amortization of deferred policy acquisition costs for the 
years ended December 31, 2022 and 2021.  See Critical Accounting Policies and Estimates - Deferred Policy Acquisition Costs and Deferred 
Sales Inducements. 

Other operating costs and expenses decreased 2% to $239.6 million in 2022 and increased 33% to $243.7 million in 2021 from $183.6 
million in 2020 and are summarized as follows:  

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Salary and benefits $ 162,061 $ 139,155 $ 95,815 
Other  77,555  104,557  87,821 
Total other operating costs and expenses $ 239,616 $ 243,712 $ 183,636 

Salary and benefits increased $22.9 million for the year ended December 31, 2022 compared to 2021.  The increases in salary and benefits 
were primarily due to an increased number of employees related to our continued growth and implementation of AEL 2.0 as well as increases 
in the expense recognized under our equity and cash incentive compensation programs ("incentive compensation programs"). The increases in 
expenses related to our incentive compensation programs were primarily due to new compensation programs and increases in the expected 
payouts due to a larger number of employees participating in the programs.
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Other expenses decreased for the year ended December 31, 2022 compared to 2021.  The decrease was primarily related to a decrease in risk 
charges expense due to the recapture of an existing reinsurance agreement which was replaced with a new agreement with a lower risk charge.

We expect the level of other operating costs and expenses to be in the $250 million range for 2023 as we continue to execute on the AEL 2.0 
strategy. 

Income tax expense increased in 2022 primarily due to an increase in income before income taxes.  The effective income tax rates were 
21.0% and 21.4% for 2022 and 2021, respectively.  

Income tax expense and the resulting effective tax rate are based upon two components of income before income taxes ("pretax income") that 
are taxed at different tax rates.  Life insurance income is generally taxed at a statutory rate of approximately 21.5% reflecting the absence of 
state income taxes for substantially all of the states that the life insurance subsidiaries do business in.  The income (loss) for the parent 
company and other non-life insurance subsidiaries (the "non-life insurance group") is generally taxed at a statutory tax rate of 28.7% 
reflecting the combined federal and state income tax rates.  The effective income tax rates resulting from the combination of the income tax 
provisions for the life and non-life sources of income (loss) vary from year to year based primarily on the relative size of pretax income from 
the two sources.  

We did not provide for a valuation allowance for the deferred income tax asset attributable to unrealized losses on available for sale fixed 
maturity securities. Management expects that the passage of time will result in the reversal of the unrealized losses on available for sale fixed 
maturity securities due to the fair value increasing as these securities near maturity. We have the intent and ability to hold these securities to 
maturity and do not believe it would be necessary to liquidate these securities at a loss. In addition, we have the ability to sell fixed maturity 
securities in unrealized gain positions to offset realized deferred income tax assets attributable to unrealized losses on available for sale fixed 
maturity securities. To the extent future changes in facts and circumstances impact our intent and ability to hold these assets to recovery, this 
could impact the realization of the deferred tax asset.  

Financial Condition

Investments

Our investment strategy is to maximize current income and total investment return through active management while maintaining a 
responsible asset allocation strategy containing high credit quality investments and providing adequate liquidity to meet our cash obligations 
to policyholders and others.  Our investment strategy is also reflective of insurance statutes, which regulate the type of investments that our 
life subsidiaries are permitted to make and which limit the amount of funds that may be used for any one type of investment. 

As previously noted, as part of our AEL 2.0 investment pillar, we have increased our allocation to private assets in part by partnering with 
proven asset managers in our focus expansion sectors of commercial real estate, residential real estate including mortgages and single family 
rental homes, infrastructure debt and equity, middle market lending and lending to revenue, technology and software sector companies.
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The composition of our investment portfolio is summarized as follows:

December 31,
2022 2021

Carrying
Amount Percent

Carrying
Amount Percent

(Dollars in thousands)
Fixed maturity securities:

U.S. Government and agencies $ 169,071  0.4 % $ 1,078,746  1.9 %
States, municipalities and territories  3,822,943  8.5 %  3,758,761  6.5 %
Foreign corporate securities and foreign governments  616,938  1.4 %  375,097  0.6 %
Corporate securities  20,201,774  44.8 %  32,631,189  57.0 %
Residential mortgage backed securities  1,366,927  3.0 %  1,125,049  2.0 %
Commercial mortgage backed securities  3,447,075  7.6 %  4,682,900  8.2 %
Other asset backed securities  5,155,254  11.4 %  5,146,567  9.0 %

Total fixed maturity securities  34,779,982  77.1 %  48,798,309  85.2 %
Mortgage loans on real estate  6,778,977  15.0 %  5,650,480  9.9 %
Real estate investments  1,056,063  2.3 %  337,939  0.6 %
Limited partnerships and limited liability companies  1,266,779  2.8 %  520,120  0.9 %
Derivative instruments  431,727  1.0 %  1,277,480  2.2 %
Other investments  829,900  1.8 %  690,344  1.2 %

 45,143,428  100.0 %  57,274,672  100.0 %
Coinsurance investments (1)  6,181,870  3,101,832 

$ 51,325,298 $ 60,376,504 

(1) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.

Fixed Maturity Securities

Our fixed maturity security portfolio is managed to minimize risks such as interest rate changes and defaults or credit losses while earning a 
sufficient and stable return on our investments.  The largest portion of our fixed maturity securities are in investment grade (typically NAIC 
designation 1 or 2) publicly traded or privately placed corporate securities.

A summary of our fixed maturity securities by NRSRO ratings is as follows: 

December 31,
2022 2021

Rating Agency Rating
Amortized

Cost
Carrying
Amount

Percent of
Fixed Maturity

Securities
Amortized

Cost
Carrying
Amount

Percent of
Fixed Maturity

Securities
(Dollars in thousands)

Aaa/Aa/A $ 24,462,459 $ 21,723,282  62.5 % $ 24,943,232 $ 27,496,506  56.4 %
Baa  14,228,490  12,434,302  35.7 %  18,443,171  20,147,369  41.3 %

Total investment grade  38,690,949  34,157,584  98.2 %  43,386,403  47,643,875  97.7 %
Ba  554,605  485,166  1.4 %  899,253  930,321  1.9 %
B  94,185  79,058  0.2 %  104,443  117,989  0.2 %
Caa  20,020  18,540  0.1 %  38,484  39,354  0.1 %
Ca and lower  40,664  39,634  0.1 %  61,352  66,770  0.1 %

Total below investment grade  709,474  622,398  1.8 %  1,103,532  1,154,434  2.3 %
 39,400,423  34,779,982  100.0 %  44,489,935  48,798,309  100.0 %

Coinsurance investments (1)  5,465,596  5,024,635  2,509,248  2,507,634 
$ 44,866,019 $ 39,804,617 $ 46,999,183 $ 51,305,943 

(1) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.
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The NAIC's Securities Valuation Office ("SVO") is responsible for the day-to-day credit quality assessment of securities owned by state 
regulated insurance companies.  The purpose of such assessment and valuation is for determining regulatory capital requirements and 
regulatory reporting.  Insurance companies report ownership to the SVO when such securities are eligible for regulatory filings.  The SVO 
conducts credit analysis on these securities for the purpose of assigning a NAIC designation and/or unit price.  Typically, if a security has 
been rated by an NRSRO, the SVO utilizes that rating and assigns a NAIC designation based upon the following system:

NAIC Designation NRSRO Equivalent Rating
1 Aaa/Aa/A
2 Baa
3 Ba
4 B
5 Caa
6 Ca and lower

The NAIC introduced 20 NAIC designation modifiers that are applied to each NAIC designation to determine a security's NAIC designation 
category.  New risk-based capital charges for each of the 20 designated categories for reporting were effective beginning December 31, 2021.

For most of the bonds held in our portfolio the NAIC designation matches the NRSRO equivalent rating.  However, for certain loan-backed 
and structured securities, as defined by the NAIC, the NAIC rating is not always equivalent to the NRSRO rating presented in the previous 
table.  The NAIC has adopted revised rating methodologies for certain loan-backed and structured securities comprised of non-agency 
residential mortgage backed securities ("RMBS") and commercial mortgage backed securities ("CMBS").  The NAIC’s objective with the 
revised rating methodologies for these structured securities is to increase the accuracy in assessing expected losses and use the improved 
assessment to determine a more appropriate capital requirement for such structured securities.  The revised methodologies reduce regulatory 
reliance on rating agencies and allow for greater regulatory input into the assumptions used to estimate expected losses from structured 
securities.

The use of this process by the SVO may result in certain non-agency RMBS and CMBS being assigned an NAIC designation that is different 
than the equivalent NRSRO rating.  The NAIC designations for non-agency RMBS and CMBS are based on security level expected losses as 
modeled by an independent third party (engaged by the NAIC) and the statutory carrying value of the security, including any purchase 
discounts or impairment charges previously recognized.  Evaluation of non-agency RMBS and CMBS held by insurers using the NAIC rating 
methodologies is performed on an annual basis.

Our fixed maturity security portfolio is managed to minimize risks such as defaults or impairments while earning a sufficient and stable return 
on our investments.  Our strategy with respect to our fixed maturity securities portfolio has been to invest primarily in investment grade 
securities.  Investment grade is NAIC 1 and 2 securities and Baa3/BBB- and better securities on the NRSRO scale.  We expect this strategy to 
meet the objective of minimizing risk while also managing asset capital charges on a regulatory capital basis.

A summary of our fixed maturity securities by NAIC designation is as follows:

December 31, 2022 December 31, 2021

NAIC
Designation

Amortized
Cost Fair Value

Carrying
Amount

Percentage
of Total

Carrying
Amount

Amortized
Cost Fair Value

Carrying
Amount

Percentage
of Total

Carrying
Amount

(Dollars in thousands) (Dollars in thousands)
1 $ 24,466,961 $ 21,752,775 $ 21,752,775  62.5 % $ 25,378,938 $ 28,006,835 $ 28,006,835  57.4 %
2  14,185,506  12,398,001  12,398,001  35.7 %  18,028,077  19,667,529  19,667,529  40.3 %
3  562,190  490,198  490,198  1.4 %  909,173  941,071  941,071  2.0 %
4  109,409  91,495  91,495  0.3 %  133,070  147,160  147,160  0.3 %
5  61,721  36,738  36,738  0.1 %  16,496  15,357  15,357  — %
6  14,636  10,775  10,775  — %  24,181  20,357  20,357  — %

 39,400,423  34,779,982  34,779,982  100.0 %  44,489,935  48,798,309  48,798,309  100.0 %
Coinsurance 
investments (1)  5,465,596  5,024,635  5,024,635  2,509,248  2,507,634  2,507,634 

$ 44,866,019 $ 39,804,617 $ 39,804,617 $ 46,999,183 $ 51,305,943 $ 51,305,943 

(1) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.

The amortized cost and fair value of fixed maturity securities at December 31, 2022, by contractual maturity are presented in Note 3 - 
Investments to our audited consolidated financial statements in this Form 10-K, which is incorporated by reference in this Item 7.  
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Unrealized Losses

The amortized cost and fair value of fixed maturity securities that were in an unrealized loss position were as follows:

Number of
Securities

Amortized
Cost

Unrealized
Losses, Net of 

Allowance
Allowance for 
Credit Losses Fair Value

(Dollars in thousands)
December 31, 2022
Fixed maturity securities, available for sale:

U.S. Government and agencies  27 $ 165,746 $ (4,637) $ — $ 161,109 
States, municipalities and territories  514  3,265,080  (574,814)  —  2,690,266 
Foreign corporate securities and foreign governments  43  590,944  (74,151)  —  516,793 
Corporate securities  2,103  21,393,656  (3,224,609)  (3,214)  18,165,833 
Residential mortgage backed securities  219  1,235,672  (126,368)  (133)  1,109,171 
Commercial mortgage backed securities  339  3,750,331  (391,966)  —  3,358,365 
Other asset backed securities  567  4,579,149  (382,563)  —  4,196,586 

 3,812  34,980,578  (4,779,108)  (3,347)  30,198,123 
Coinsurance investments (1)  698  3,085,834  (504,739)  —  2,581,095 

 4,510 $ 38,066,412 $ (5,283,847) $ (3,347) $ 32,779,218 

December 31, 2021
Fixed maturity securities, available for sale:

U.S. Government and agencies  8 $ 761,102 $ (124) $ — $ 760,978 
States, municipalities and territories  42  173,106  (2,485)  (2,776)  167,845 
Foreign corporate securities and foreign governments  3  34,673  (801)  —  33,872 
Corporate securities  176  1,433,317  (26,035)  —  1,407,282 
Residential mortgage backed securities  74  280,044  (2,093)  (70)  277,881 
Commercial mortgage backed securities  89  795,405  (16,553)  —  778,852 
Other asset backed securities  577  3,118,385  (50,018)  —  3,068,367 

 969  6,596,032  (98,109)  (2,846)  6,495,077 
Coinsurance investments (1)  458  1,327,173  (14,261)  —  1,312,912 

 1,427 $ 7,923,205 $ (112,370) $ (2,846) $ 7,807,989 

(1) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.

The unrealized losses at December 31, 2022 are principally related to the timing of the purchases of certain securities, which carry less yield 
than those available at December 31, 2022.  Approximately 98% and 83% of the unrealized losses on fixed maturity securities shown in the 
above table for December 31, 2022 and 2021, respectively, are on securities that are rated investment grade, defined as being the highest two 
NAIC designations. 

The increase in unrealized losses from December 31, 2021 to December 31, 2022 was primarily related to an increase in treasury yields 
during the twelve months ended December 31, 2022.  The 10-year U.S. Treasury yields at December 31, 2022 and December 31, 2021 were 
3.88% and 1.52%, respectively.  The 30-year U.S. Treasury yields at December 31, 2022 and December 31, 2021 were 3.97% and 1.90%, 
respectively. 
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The following table sets forth the composition by credit quality (NAIC designation) of fixed maturity securities with gross unrealized losses:

NAIC Designation

Carrying Value of
Securities with

Gross Unrealized
Losses

Percent of
Total

Gross
Unrealized
Losses (1)

Percent of
Total

(Dollars in thousands)
December 31, 2022

1 $ 18,396,691  60.9 % $ (2,836,027)  59.4 %
2  11,207,008  37.1 %  (1,825,520)  38.2 %
3  465,867  1.6 %  (72,976)  1.5 %
4  89,686  0.3 %  (17,922)  0.4 %
5  29,075  0.1 %  (25,037)  0.5 %
6  9,796  — %  (1,626)  — %

 30,198,123  100.0 %  (4,779,108)  100.0 %
Coinsurance investments (2)  2,581,095  (504,739) 

$ 32,779,218 $ (5,283,847) 

December 31, 2021
1 $ 3,825,403  58.9 % $ (33,823)  34.4 %
2  2,233,761  34.4 %  (47,154)  48.1 %
3  376,933  5.8 %  (13,723)  14.0 %
4  33,229  0.5 %  (1,083)  1.1 %
5  9,506  0.1 %  (1,140)  1.2 %
6  16,244  0.3 %  (1,186)  1.2 %

 6,495,076  100.0 %  (98,109)  100.0 %
Coinsurance investments (2)  1,312,912  (14,261) 

$ 7,807,988 $ (112,370) 

(1) Gross unrealized losses have been adjusted to reflect the allowance for credit loss of $3.3 million and $2.8 million as of December 31, 
2022 and 2021, respectively.

(2) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.

Our investments' gross unrealized losses and fair value, aggregated by investment category and length of time that individual securities have 
been in a continuous unrealized loss position at December 31, 2022 and 2021, along with a description of the factors causing the unrealized 
losses is presented in Note 3 - Investments to our audited consolidated financial statements in this Form 10-K, which is incorporated by 
reference in this Item 7.
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The amortized cost and fair value of fixed maturity securities in an unrealized loss position and the number of months in a continuous 
unrealized loss position (fixed maturity securities that carry an NRSRO rating of BBB/Baa or higher are considered investment grade) were as 
follows:

Number of
Securities

Amortized 
Cost, Net of 

Allowance (1) Fair Value

Gross 
Unrealized 

Losses, Net of 
Allowance (1)

(Dollars in thousands)
December 31, 2022
Fixed maturity securities, available for sale:

Investment grade:
Less than six months  984 $ 6,296,895 $ 5,968,793 $ (328,102) 
Six months or more and less than twelve months  2,308  24,207,057  20,481,666  (3,725,391) 
Twelve months or greater  427  3,761,294  3,153,240  (608,054) 

Total investment grade  3,719  34,265,246  29,603,699  (4,661,547) 
Below investment grade:

Less than six months  12  51,711  47,494  (4,217) 
Six months or more and less than twelve months  34  319,964  265,726  (54,238) 
Twelve months or greater  47  340,310  281,204  (59,106) 

Total below investment grade  93  711,985  594,424  (117,561) 
 3,812  34,977,231  30,198,123  (4,779,108) 

Coinsurance investments (2)  698  3,085,834  2,581,095  (504,739) 
 4,510 $ 38,063,065 $ 32,779,218 $ (5,283,847) 

December 31, 2021
Fixed maturity securities, available for sale:

Investment grade:
Less than six months  567 $ 4,255,321 $ 4,223,368 $ (31,953) 
Six months or more and less than twelve months  39  132,110  130,156  (1,954) 
Twelve months or greater  281  1,752,779  1,705,640  (47,139) 

Total investment grade  887  6,140,210  6,059,164  (81,046) 
Below investment grade:

Less than six months  11  43,745  42,994  (751) 
Six months or more and less than twelve months  7  28,544  25,706  (2,838) 
Twelve months or greater  64  380,686  367,213  (13,473) 

Total below investment grade  82  452,975  435,913  (17,062) 
 969  6,593,185  6,495,077  (98,108) 

Coinsurance investments (2)  458  1,327,173  1,312,912  (14,261) 
 1,427 $ 7,920,358 $ 7,807,989 $ (112,369) 

(1) Amortized cost and gross unrealized losses have been adjusted to reflect the allowance for credit loss of $3.3 million and $2.8 million as 
of December 31, 2022 and 2021, respectively.

(2) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.
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The amortized cost and fair value of fixed maturity securities (excluding U.S. Government and agencies) segregated by investment grade 
(NRSRO rating of BBB/Baa or higher) and below investment grade that had unrealized losses greater than 20%, when comparing fair value to 
amortized cost, and the number of months in a continuous unrealized loss position were as follows:

Number of
Securities

Amortized 
Cost, Net of 

Allowance (1)
Fair

Value

Gross 
Unrealized 

Losses, Net of 
Allowance (1)

(Dollars in thousands)
December 31, 2022
Investment grade:

Less than six months  333 $ 3,955,378 $ 3,062,075 $ (893,303) 
Six months or more and less than twelve months  299  4,496,559  3,146,868  (1,349,691) 
Twelve months or greater  1  40,351  26,854  (13,497) 

Total investment grade  633  8,492,288  6,235,797  (2,256,491) 
Below investment grade:

Less than six months  8  61,481  47,057  (14,424) 
Six months or more and less than twelve months  7  111,990  71,271  (40,719) 
Twelve months or greater  —  —  —  — 

Total below investment grade  15  173,471  118,328  (55,143) 
 648  8,665,759  6,354,125  (2,311,634) 

Coinsurance investments (2)  423  1,250,509  859,395  (391,114) 
 1,071 $ 9,916,268 $ 7,213,520 $ (2,702,748) 

December 31, 2021
Investment grade:

Less than six months  — $ — $ — $ — 
Six months or more and less than twelve months  —  —  —  — 
Twelve months or greater  —  —  —  — 

Total investment grade  —  —  —  — 
Below investment grade:

Less than six months  —  —  —  — 
Six months or more and less than twelve months  —  —  —  — 
Twelve months or greater  —  —  —  — 

Total below investment grade  —  —  —  — 
 —  —  —  — 

Coinsurance investments (2)  —  —  —  — 
 — $ — $ — $ — 

(1) Amortized cost and gross unrealized losses have been adjusted to reflect the allowance for credit loss of $3.3 million and $2.8 million as 
of December 31, 2022 and 2021, respectively.  

(2) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.

Table of Contents

37



The amortized cost and fair value of fixed maturity securities, by contractual maturity, that were in an unrealized loss position are shown 
below.  Actual maturities will differ from contractual maturities because borrowers may have the right to call or prepay obligations with or 
without call or prepayment penalties.  All of our mortgage and other asset backed securities provide for periodic payments throughout their 
lives, and are shown below as a separate line.

Available for sale
Amortized

Cost Fair Value
(Dollars in thousands)

December 31, 2022
Due in one year or less $ 567,599 $ 563,298 
Due after one year through five years  3,591,040  3,377,197 
Due after five years through ten years  4,844,271  4,280,762 
Due after ten years through twenty years  7,443,657  6,377,081 
Due after twenty years  8,968,858  6,935,663 

 25,415,425  21,534,001 
Residential mortgage backed securities  1,235,672  1,109,171 
Commercial mortgage backed securities  3,750,331  3,358,365 
Other asset backed securities  4,579,149  4,196,586 

 34,980,577  30,198,123 
Coinsurance investments (1)  3,085,834  2,581,095 

$ 38,066,411 $ 32,779,218 

December 31, 2021
Due in one year or less $ 762,035 $ 761,590 
Due after one year through five years  49,668  46,687 
Due after five years through ten years  476,811  467,284 
Due after ten years through twenty years  443,909  435,589 
Due after twenty years  669,775  658,827 

 2,402,198  2,369,977 
Residential mortgage backed securities  280,044  277,881 
Commercial mortgage backed securities  795,405  778,852 
Other asset backed securities  3,118,385  3,068,367 

 6,596,032  6,495,077 
Coinsurance investments (1)  1,327,173  1,312,912 

$ 7,923,205 $ 7,807,989 

(1) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.
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International Exposure

We hold fixed maturity securities with international exposure.  As of December 31, 2022, 14.7% of the carrying value of our fixed maturity 
securities was comprised of corporate debt securities of issuers based outside of the United States and debt securities of foreign governments.   
Our fixed maturity securities with international exposure are primarily denominated in U.S. dollars.  Our investment professionals analyze 
each holding for credit risk by economic and other factors of each country and industry.  The following table presents our international 
exposure in our fixed maturity portfolio by country or region:

December 31, 2022

Amortized
Cost

Carrying Amount/
Fair Value

Percent 
of Total

Carrying
Amount

(Dollars in thousands)
Europe $ 2,285,608 $ 1,994,351  5.7 %
Asia/Pacific  383,900  324,205  0.9 %
Latin America  313,097  272,291  0.8 %
Non-U.S. North America  1,178,177  1,045,695  3.0 %
Australia & New Zealand  927,819  815,440  2.3 %
Other  795,657  696,191  2.0 %

 5,884,258  5,148,173  14.7 %
Coinsurance investments (1)  1,036,513  909,094 

$ 6,920,771 $ 6,057,267 

(1) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.

All of the securities presented in the table above are investment grade (NAIC designation of either 1 or 2), except for the following:

December 31, 2022

Amortized Cost
Carrying Amount/

Fair Value
(Dollars in thousands)

Europe $ 96,525 $ 82,618 
Asia/Pacific  62  52 
Latin America  45,570  37,194 
Non-U.S. North America  23,209  19,911 
Australia & New Zealand  219  182 
Other  91,588  62,509 

 257,173  202,466 
Coinsurance investments (1)  32,889  20,123 

$ 290,062 $ 222,589 

(1) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.
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Watch List

At each balance sheet date, we identify invested assets which have characteristics (i.e., significant unrealized losses compared to amortized 
cost and industry trends) creating uncertainty as to our future assessment of credit losses.  As part of this assessment, we review not only a 
change in current price relative to amortized cost but the issuer's current credit rating and the probability of full recovery of principal based 
upon the issuer's financial strength.  For corporate issuers, we evaluate the financial stability and quality of asset coverage for the securities 
relative to the term to maturity for the issues we own.  For structured securities, we evaluate changes in factors such as collateral performance, 
default rates, loss severity and expected cash flows.  At December 31, 2022, the amortized cost and fair value of securities on the watch list 
(all fixed maturity securities) are as follows:

General Description
Number of
Securities

Amortized
Cost

Allowance for 
Credit Losses

Amortized 
Cost, Net of 
Allowance

Net Unrealized
Losses,

Net of Allowance
Fair

Value
(Dollars in thousands)

States, municipalities and territories 1 $ 20,657 $ — $ 20,657 $ (3,344) $ 17,313 
Corporate securities - Public securities 6  20,860  —  20,860  (1,050)  19,810 
Corporate securities - Private placement securities 1  10,646  (3,214)  7,432  —  7,432 
Residential mortgage backed securities 22  25,095  (133)  24,962  (2,954)  22,008 
Commercial mortgage backed securities 8  41,899  —  41,899  (2,752)  39,147 
Other asset backed securities 1  2,314  —  2,314  —  2,314 
Collateralized loan obligations 16  103,907  —  103,907  (21,239)  82,668 

55 $ 225,378 $ (3,347) $ 222,031 $ (31,339) $ 190,692 

We expect to recover the unrealized losses, net of allowances, as we did not have the intent to sell and it was not more likely than not that we 
would be required to sell these securities prior to recovery of the amortized cost basis, net of allowances.  Our analysis of these securities and 
their credit performance at December 31, 2022 is as follows:

States municipalities and territories: The decline in value of this security is primarily due to the security being recently restructured as part of 
bankruptcy proceedings and uncertainty around the impact of the restructure.

Corporate securities: The corporate securities included on the watch list primarily include a security in the utilities industry that is under 
financial stress due to the impact of power outages and a security in the retail market which is in an unrealized loss position and for which we 
have the intent to sell as part of our risk reduction effort.

Structured securities: The structured securities included on the watch list have generally experienced higher levels of stress due to the impact 
COVID-19 had on the economy. In addition, certain securities are included on the watch list as they are in an unrealized loss position and we 
have the intent to sell as part of our risk reduction effort.

Credit Losses

We have a policy and process to identify securities in our investment portfolio for which we recognize credit loss.  See Critical Accounting 
Policies and Estimates—Evaluation of Allowance for Credit Losses on Available for Sale Fixed Maturity Securities and Mortgage Loan 
Portfolios and Note 3 - Investments to our audited consolidated financial statements in this Form 10-K, which is incorporated by reference in 
this Item 7.

During 2022, we recognized $15.0 million of credit losses which includes $10.0 million of credit losses on structured securities primarily due 
to our intent to sell such securities and $7.1 million of credit losses on corporate securities due to a $3.3 million credit loss on a security and 
$3.8 million of credit losses on securities due to our intent to sell such securities which were partially offset by a $2.1 million reduction in 
credit losses primarily due to revised financial outlook on securities related to senior living facilities in the Southeastern region of the United 
States driven in part by a restructuring of its debt facilities.

During 2021, we recognized credit losses of $6.2 million related to our fixed maturity securities which consisted of $6.9 million of credit 
losses on commercial mortgage backed securities due to our intent to sell the securities, partially offset by net recoveries on corporate 
securities, municipal securities and residential mortgage backed securities. 
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Mortgage Loans on Real Estate

Our financing receivables consist of three mortgage loan portfolio segments: commercial mortgage loans, agricultural mortgage loans and 
residential mortgage loans.  Our commercial mortgage loan portfolio consists of loans with an outstanding principal balance of $3.6 billion as 
of December 31, 2022 and 2021.  This portfolio consists of mortgage loans collateralized by the related properties and is diversified as to 
property type, location and loan size.  Our mortgage lending policies establish limits on the amount that can be loaned to one borrower and 
other criteria to attempt to reduce the risk of default.  Our agricultural mortgage loan portfolio consists of loans with an outstanding principal 
balance of $567.6 million and $408.1 million as of December 31, 2022 and 2021, respectively.  These loans are collateralized by agricultural 
land and are diversified as to location within the United States.  Our residential mortgage loan portfolio consists of loans with an outstanding 
principal balance of $2.8 billion and $1.7 billion as of December 31, 2022 and 2021, respectively.  These loans are collateralized by the 
related properties and are diversified as to location within the United States.  Mortgage loans on real estate are generally reported at cost 
adjusted for amortization of premiums and accrual of discounts, computed using the interest method and net of valuation allowances.  

At December 31, 2022 and 2021, the largest principal amount outstanding for any single commercial mortgage loan was $83.3 million and 
$81.5 million, respectively, and the average loan size was $5.8 million and $5.3 million, respectively.  In addition, the average loan-to-value 
ratio for commercial and agricultural mortgage loans combined was 51.4% and 52.3% at December 31, 2022 and 2021, respectively, based 
upon the underwriting and appraisal at the time the loan was made.  This loan-to-value ratio is indicative of our conservative underwriting 
policies and practices for originating mortgage loans and may not be indicative of collateral values at the current reporting date.  Our current 
practice is to only obtain market value appraisals of the underlying collateral at the inception of the loan unless we identify indicators of 
impairment in our ongoing analysis of the portfolio, in which case, we either calculate a value of the collateral using a capitalization method 
or obtain a third party appraisal of the underlying collateral.  The commercial mortgage loan portfolio is summarized by geographic region 
and property type in Note 4 - Mortgage Loans on Real Estate of our audited consolidated financial statements of this Form 10-K, which is 
incorporated by reference in this Item 7. 

In the normal course of business, we commit to fund mortgage loans up to 90 days in advance.  At December 31, 2022, we had commitments 
to fund commercial mortgage loans totaling $112.8 million, with interest rates ranging from 6.9% to 8.2%.  During 2022 and 2021, the 
commercial mortgage loan industry has been very competitive due to relatively attractive returns that can be realized on mortgage loans.  For 
the year ended December 31, 2022, we received $403.6 million in cash for loans being paid in full compared to $350.6 million for the year 
ended December 31, 2021.  Some of the loans being paid off have either reached their maturity or are nearing maturity.  At December 31, 
2022, we had commitments to fund agricultural mortgage loans totaling $18.5 million with interest rates ranging from 6.4% to 6.7%, and had 
commitments to fund residential mortgage loans totaling $288.8 million with interest rates ranging from 7.00% to 12.0%.

See Note 4 - Mortgage Loans on Real Estate to our audited consolidated financial statements, incorporated by reference, for a presentation of 
our valuation allowance, foreclosure activity and troubled debt restructure analysis.  We have a process by which we evaluate the credit 
quality of each of our mortgage loans.  This process utilizes each loan's loan-to-value and debt service coverage ratios as primary metrics.  
See Note 4 - Mortgage Loans on Real Estate to our audited consolidated financial statements, incorporated by reference, for a summary of our 
portfolio by loan-to-value and debt service coverage ratios. 

We closely monitor loan performance for our commercial, agricultural and residential mortgage loan portfolios.  Commercial, agricultural and 
residential loans are considered nonperforming when they are 90 days or more past due.  Aging of financing receivables is summarized in the 
following table: 

Current
30-59 days 
past due

60-89 days 
past due

Over 90 days 
past due Total

As of December 31, 2022: (Dollars in thousands)
Commercial mortgage loans $ 3,554,558 $ — $ — $ — $ 3,554,558 
Agricultural mortgage loans  562,828  —  —  3,135  565,963 
Residential mortgage loans  2,751,261  62,450  16,924  34,843  2,865,478 
Total mortgage loans $ 6,868,647 $ 62,450 $ 16,924 $ 37,978 $ 6,985,999 

As of December 31, 2021:
Commercial mortgage loans $ 3,628,502 $ — $ — $ — $ 3,628,502 
Agricultural mortgage loans  406,999  —  —  —  406,999 
Residential mortgage loans  1,631,999  34,447  3,030  7,045  1,676,521 
Total mortgage loans $ 5,667,500 $ 34,447 $ 3,030 $ 7,045 $ 5,712,022 
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Private Assets

The following table is a breakout of our private asset investments as of December 31, 2022 and 2021.

December 31, 2022 December 31, 2021
Private Asset Class Amount Percent Amount Percent

(Dollars in thousands)
Real estate loans
   Commercial $ 3,385  6.8 % $ 3,591  6.6 %
   Residential  3,002  6.0 %  1,772  3.2 %
   Agricultural  566  1.2 %  407  0.8 %
Total real estate loans  6,953  14.0 %  5,770  10.6 %

Private credit
   Middle market  1,493  3.0 %  1,062  2.0 %
   Specialty finance  443  0.9 %  —  — %
   Infrastructure debt  555  1.1 %  508  0.9 %
Total private credit  2,491  5.0 %  1,570  2.9 %

Equity
   Residential real estate  961  1.9 %  344  0.6 %
   Commercial real estate  117  0.2 %  5  — %
   Infrastructure  91  0.2 %  73  0.1 %
   Core private equity  364  0.7 %  253  0.5 %
Total equity  1,533  3.0 %  675  1.2 %
Total private assets $ 10,977  22.0 % $ 8,015  14.7 %

The investment balances within the table above include fixed maturity securities and mortgage loans at amortized cost and real estate and 
other investments at carrying values as reflected in the consolidated balance sheets.

Derivative Instruments

Our derivative instruments consist of call options purchased to provide the income needed to fund the annual index credits on our fixed index 
annuity products and interest rate swaps used to hedge against changes in fair value due to changes in interest rates.  The fair value of the call 
options is based upon the amount of cash that would be required to settle the call options obtained from the counterparties adjusted for the 
nonperformance risk of the counterparty.  The nonperformance risk for each counterparty is based upon its credit default swap rate.  We have 
no performance obligations related to the call options.  The fair value of the pay fixed/receive float interest rate swaps are determined using 
internal valuation models that generate discounted expected future cash flows by constructing a projected Secure Overnight Financing Rate 
(SOFR) curve over the term of the swap.

Our interest rate swaps qualify for hedge accounting and our call options do not qualify for hedge accounting.  Any change in the fair value of 
the derivatives is recognized immediately in the consolidated statements of operations.  A presentation of our derivative instruments along 
with a discussion of the business strategy involved with our derivatives for both our derivatives designated as hedging instruments and our 
derivatives not designated as hedging instruments is included in Note 6 - Derivative Instruments to our audited consolidated financial 
statements in this Form 10-K, which is incorporated by reference in this Item 7.

Liabilities

Our liability for policy benefit reserves decreased to $61.1 billion at December 31, 2022 compared to $65.5 billion at December 31, 2021.  
The decrease in policy benefit reserves is due to additional in-force policy reserves being ceded to third party reinsurers during 2022 as well 
as funds returned to policyholders being in excess of net deposits and interest and index credits credited to policyholders during 2022.  
Substantially all of our annuity products have a surrender charge feature designed to reduce the risk of early withdrawal or surrender of the 
policies and to compensate us for our costs if policies are withdrawn early.  Our lifetime income benefit rider also reduces the risk of early 
withdrawal or surrender of the policies as it provides an additional liquidity option to policyholders as the policyholder can elect to receive 
guaranteed payments for life from their contract without requiring them to annuitize their contract value and the rider is not transferable to 
other contracts.  Notwithstanding these policy features, the withdrawal rates of policyholder funds may be affected by changes in interest rates 
and other factors.

See Note 10 - Notes and Loan Payable to our audited consolidated financial statements in this Form 10-K, which is incorporated by reference 
in this Item 7 for discussion of our notes and loan payable.
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See Note 11 - Subordinated Debentures to our audited consolidated financial statements for additional information concerning our 
subordinated debentures payable to, and the preferred securities issued by, our subsidiary trusts.

Liquidity and Capital Resources

Liquidity for Insurance Operations

Our insurance subsidiaries' primary sources of cash flow are annuity deposits, investment income, and proceeds from the sale, maturity and 
calls of investments.  The primary uses of funds are investment purchases, payments to policyholders in connection with surrenders and 
withdrawals, policy acquisition costs and other operating expenses.

Liquidity requirements are met primarily by funds provided from operations.  Our life subsidiaries generally receive adequate cash flow from 
annuity deposits and investment income to meet their obligations.  Annuity liabilities are generally long-term in nature.  However, a primary 
liquidity concern is the risk of an extraordinary level of early policyholder withdrawals.  We include provisions within our annuity policies, 
such as surrender charges and bonus vesting, which help limit and discourage early withdrawals.  Our lifetime income benefit rider also limits 
the risk of early withdrawals as it provides an additional liquidity option to policyholders as the policyholder can elect to receive guaranteed 
payments for life from their contract without requiring them to annuitize their contract value and the rider is not transferable to other 
contracts.  At December 31, 2022, approximately 90% or $43.0 billion of our annuity liabilities were subject to penalty upon surrender, with a 
weighted average remaining surrender charge period of 4.6 years and a weighted average surrender charge percentage of 7.9%.

Our insurance subsidiaries generally have adequate cash flows from annuity deposits and investment income to meet their policyholder and 
other obligations.  Net cash flows from annuity deposits and funds returned to policyholders as surrenders, withdrawals and death claims were 
$(1.9) billion for the year ended December 31, 2022 compared to $1.3 billion for the year ended December 31, 2021 with the decrease 
attributable to a $3.1 billion decrease in net annuity deposits after coinsurance and a $66.9 million (after coinsurance) increase in funds 
returned to policyholders.  We continue to invest the net proceeds from policyholder transactions and investment activities in high quality 
fixed maturity securities, mortgage loans, and other high quality private assets.  We have a highly liquid investment portfolio that can be used 
to meet policyholder and other obligations as needed.  In addition, we intend to hold approximately 1% to 3% of our investment portfolio in 
cash and cash equivalents.  Scheduled principal repayments, calls and tenders of available for sale fixed maturity securities and net investment 
income were $2.8 billion and $2.3 billion, respectively, during the year ended December 31, 2022.

Liquidity of Parent Company

We, as the parent company, are a legal entity separate and distinct from our subsidiaries, and have no business operations.  We need liquidity 
primarily to service our debt (senior notes, term loan and subordinated debentures issued to a subsidiary trust), pay operating expenses and 
pay dividends to common and preferred stockholders.  Our assets consist primarily of the capital stock and surplus notes of our subsidiaries.  
Accordingly, our future cash flows depend upon the availability of dividends, surplus note interest payments and other statutorily permissible 
payments from our subsidiaries, such as payments under our investment advisory agreements and tax allocation agreement with our 
subsidiaries.  These sources provide adequate cash flow for us to meet our current and reasonably foreseeable future obligations and we 
expect they will be adequate to fund our parent company cash flow requirements in 2023. 

The ability of our life insurance subsidiaries to pay dividends or distributions, including surplus note payments, will be limited by applicable 
laws and regulations of the states in which our life insurance subsidiaries are domiciled, which subject our life insurance subsidiaries to 
significant regulatory restrictions.  These laws and regulations require, among other things, our insurance subsidiaries to maintain minimum 
solvency requirements and limit the amount of dividends these subsidiaries can pay. 

Currently, American Equity Life may pay dividends or make other distributions without the prior approval of the Iowa Insurance 
Commissioner, unless such payments, together with all other such payments within the preceding twelve months, exceed the greater of 
(1) American Equity Life's net gain from operations for the preceding calendar year, or (2) 10% of American Equity Life's statutory capital 
and surplus at the preceding December 31.  For 2023, up to $369.3 million can be distributed as dividends by American Equity Life without 
prior approval of the Iowa Insurance Commissioner.  In addition, dividends and surplus note payments may be made only out of statutory 
earned surplus, and all surplus note payments are subject to prior approval by regulatory authorities in the life subsidiary's state of domicile.  
American Equity Life had $2.0 billion of statutory earned surplus at December 31, 2022.

The maximum distribution permitted by law or contract is not necessarily indicative of an insurer's actual ability to pay such distributions, 
which may be constrained by business and regulatory considerations, such as the impact of such distributions on surplus, which could affect 
the insurer's ratings or competitive position, the amount of premiums that can be written and the ability to pay future dividends or make other 
distributions.  Further, state insurance laws and regulations require that the statutory surplus of our life subsidiaries following any dividend or 
distribution must be reasonable in relation to their outstanding liabilities and adequate for their financial needs.  Along with solvency 
regulations, the primary driver in determining the amount of capital used for dividends is the level of capital needed to maintain desired 
financial strength ratings from rating agencies.  Both regulators and rating agencies could become more conservative in their methodology 
and criteria, including increasing capital requirements for our insurance subsidiaries which, in turn, could negatively affect the cash available 
to us from insurance subsidiaries.  As of December 31, 2022, we estimate American Equity Life has sufficient statutory capital and surplus, 
combined with capital available to the holding company, to maintain its insurer financial strength rating objective.  However, this capital may 
not be sufficient if significant future losses are incurred or a rating agency modifies its rating criteria and access to additional capital could be 
limited.
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On November 30, 2020 we issued 9,106,042 common shares to Brookfield at a value of $37.00 per share for net proceeds of $333.6 million.  
On January 7, 2022, we issued an additional 6,775,000 shares to Brookfield at a value of $37.33 per share for net proceeds of $252.9 million.

From the 2020 inception of the share repurchase program through December 31, 2022, we have repurchased approximately 23.9 million 
shares of our common stock at an average price of $34.74 per common share, including 14.8 million shares repurchased during the year ended 
December 31, 2022.  As of December 31, 2022, we had $569 million remaining under our share repurchase program. 

Cash and cash equivalents of the parent holding company at December 31, 2022, were $531.3 million.  We also have the ability to issue 
equity, debt or other types of securities through one or more methods of distribution.  The terms of any offering would be established at the 
time of the offering, subject to market conditions.  On February 15, 2022, we established a new five-year credit agreement for $300 million in 
unsecured delayed draw term loan commitments.  On July 6, 2022, we borrowed $300 million under this agreement which matures on 
February 15, 2027.

In January 2022, American Equity Life became a member of the Federal Home Loan Bank of Des Moines ("FHLB") which provides access 
to collateralized borrowings and other FHLB products.  We may also issue funding agreements to the FHLB.  Both the collateralized 
borrowings and funding agreements require us to pledge qualified assets as collateral.  Obligations arising from funding agreements, which 
totaled $300.0 million as of December 31, 2022 are used in investment spread activities. 

Statutory accounting practices prescribed or permitted for our life subsidiaries differ in many respects from those governing the preparation of 
financial statements under GAAP.  Accordingly, statutory operating results and statutory capital and surplus may differ substantially from 
amounts reported in the GAAP basis financial statements for comparable items.  Information as to statutory capital and surplus and statutory 
net income (loss) for our life subsidiaries as of December 31, 2022 and 2021 and for the years ended December 31, 2022, 2021 and 2020 is 
included in Note 13 - Statutory Financial Information and Dividend Restrictions to our audited consolidated financial statements.

In the normal course of business, we enter into financing transactions, lease agreements, or other commitments.  These commitments may 
obligate us to certain cash flows during future periods.  The following table summarizes such obligations as of December 31, 2022.

Payments Due by Period

Total
Less Than

1 year 1–3 Years 4–5 Years
After

5 Years
(Dollars in thousands)

Annuity and single premium universal life products (1) $ 63,211,336 $ 4,022,156 $ 15,083,920 $ 7,398,151 $ 36,707,109 
Notes and loan payable, including interest payments (2)  1,028,981  50,714  154,288  823,979  — 
Subordinated debentures, including interest payments (3)  215,825  4,850  9,700  9,700  191,575 
Operating leases  28,503  3,792  8,097  5,601  11,013 
Mortgage loan funding and other investments  2,390,862  2,390,862  —  —  — 
Total $ 66,875,507 $ 6,472,374 $ 15,256,005 $ 8,237,431 $ 36,909,697 

(1) Amounts shown in this table are projected payments through the year 2073 which we are contractually obligated to pay to our annuity 
policyholders.  The payments are derived from actuarial models which assume a level interest rate scenario and incorporate assumptions 
regarding mortality and persistency, when applicable.  These assumptions are based on our historical experience.

(2) Period that principal amounts are due is determined by the earliest of the call/put date or the maturity date of each note payable.

(3) Amount shown is net of equity investments in the capital trusts due to the contractual right of offset upon repayment of the notes.

Critical Accounting Policies & Estimates

The increasing complexity of the business environment and applicable authoritative accounting guidance require us to closely monitor our 
accounting policies.  We have identified six critical accounting policies and estimates that are complex and require significant judgment.  The 
following summary of our critical accounting policies and estimates is intended to enhance your ability to assess our financial condition and 
results of operations and the potential volatility due to changes in estimates.

Valuation of Investments

Our fixed maturity securities classified as available for sale are reported at fair value.  Unrealized gains and losses, if any, on these securities 
are included directly in stockholders' equity as a component of accumulated other comprehensive income (loss), net of income taxes and 
certain adjustments for assumed changes in amortization of deferred policy acquisition costs, deferred sales inducements and policy benefit 
reserves.  Unrealized gains and losses represent the difference between the amortized cost or cost basis and the fair value of these investments.  
We use significant judgment within the process used to determine fair value of these investments.
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GAAP defines fair value as the price that would be received to sell an asset or paid to transfer a liability (exit price) in an orderly transaction 
between market participants at the measurement date.  We categorize our financial instruments into three levels of fair value hierarchy based 
on the priority of inputs used in determining fair value.  The hierarchy defines the highest priority inputs (Level 1) as quoted prices in active 
markets for identical assets or liabilities.  The lowest priority inputs (Level 3) are our own assumptions about what a market participant would 
use in determining fair value such as estimated future cash flows.  In certain cases, the inputs used to measure fair value may fall into different 
levels of the fair value hierarchy.  In such cases, a financial instrument's level within the fair value hierarchy is based on the lowest level of 
input that is significant to the fair value measurement.  Our assessment of the significance of a particular input to the fair value measurement 
in its entirety requires judgment and considers factors specific to the financial instrument.  

We categorize financial instruments recorded at fair value in the consolidated balance sheets as follows:

Level 1 - Quoted prices are available in active markets for identical financial instruments as of the reporting date.  We do not adjust 
the quoted price for these financial instruments, even in situations where we hold a large position and a sale could 
reasonably impact the quoted price.

Level 2 - Quoted prices in active markets for similar financial instruments, quoted prices for identical or similar financial instruments 
in markets that are not active; and models and other valuation methodologies using inputs other than quoted prices that are 
observable.

Level 3 - Models and other valuation methodologies using significant inputs that are unobservable for financial instruments and 
include situations where there is little, if any, market activity for the financial instrument.  The inputs into the determination 
of fair value require significant management judgment or estimation.  Financial instruments that are included in Level 3 are 
securities for which no market activity or data exists and for which we used discounted expected future cash flows with our 
own assumptions about what a market participant would use in determining fair value.

The following table presents the fair value of fixed maturity securities, available for sale, by pricing source and hierarchy level as of 
December 31, 2022 and 2021, respectively:

Quoted Prices
in Active

Markets for
Identical Assets

(Level 1)

Significant
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

(Dollars in thousands)
December 31, 2022
Priced via third party pricing services $ 26,184 $ 30,061,381 $ — $ 30,087,565 
Priced via independent broker quotations  —  —  —  — 
Priced via other methods  —  4,034,863  657,554  4,692,417 

$ 26,184 $ 34,096,244 $ 657,554 $ 34,779,982 
% of Total  0.1 %  98.0 %  1.9 %  100.0 %
Coinsurance investments (1)  —  4,836,923  187,712  5,024,635 

$ 26,184 $ 38,933,167 $ 845,266 $ 39,804,617 

December 31, 2021
Priced via third party pricing services $ 32,742 $ 46,930,830 $ — $ 46,963,572 
Priced via independent broker quotations  —  —  —  — 
Priced via other methods  —  2,005,747  —  2,005,747 

$ 32,742 $ 48,936,577 $ — $ 48,969,319 
% of Total  0.1 %  99.9 %  — %  100.0 %
Coinsurance investments (1)  32,695  2,303,929  —  2,336,624 

$ 65,437 $ 51,240,506 $ — $ 51,305,943 

(1) Investments held by American Equity Life in a segregated account to support liabilities reinsured under both coinsurance with funds 
withheld and modified coinsurance reinsurance agreements.

Management's assessment of all available data when determining fair value of our investments is necessary to appropriately apply fair value 
accounting.
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We utilize independent pricing services in estimating the fair values of investment securities.  The independent pricing services incorporate a 
variety of observable market data in their valuation techniques, including:

• reported trading prices,
• benchmark yields,
• broker-dealer quotes,
• benchmark securities,
• bids and offers,
• credit ratings,
• relative credit information, and
• other reference data.

The independent pricing services also take into account perceived market movements and sector news, as well as a security's terms and 
conditions, including any features specific to that issue that may influence risk and marketability.  Depending on the security, the priority of 
the use of observable market inputs may change as some observable market inputs may not be relevant or additional inputs may be necessary.  

The independent pricing services provide quoted market prices when available.  Quoted prices are not always available due to market 
inactivity.  When quoted market prices are not available, the third parties use yield data and other factors relating to instruments or securities 
with similar characteristics to determine fair value for securities that are not actively traded.  We generally obtain one value from our primary 
external pricing service.  In situations where a price is not available from this service, we may obtain quotes or prices from additional parties 
as needed.  Market indices of similar rated asset class spreads are considered for valuations and broker indications of similar securities are 
compared.  Inputs used by the broker include market information, such as yield data and other factors relating to instruments or securities with 
similar characteristics.  Valuations and quotes obtained from third party commercial pricing services are non-binding and do not represent 
quotes on which one may execute the disposition of the assets.  

We validate external valuations at least quarterly through a combination of procedures that include the evaluation of methodologies used by 
the pricing services, comparison of the prices to a secondary pricing source, analytical reviews and performance analysis of the prices against 
trends, and maintenance of a securities watch list.  Additionally, as needed we utilize discounted cash flow models or perform independent 
valuations on a case-by-case basis using inputs and assumptions similar to those used by the pricing services.  Although we do identify 
differences from time to time as a result of these validation procedures, we did not make any significant adjustments as of December 31, 2022 
and 2021.

Evaluation of Allowance for Credit Losses on Available for Sale Fixed Maturity Securities and Mortgage Loan Portfolios

The process to identify available for sale fixed maturity securities that could potentially require an allowance for credit loss involves 
significant judgment and estimates by management.  We review and analyze all fixed maturity securities on an ongoing basis for changes in 
market interest rates and credit deterioration.  This review process includes analyzing our ability to recover the amortized cost or cost basis of 
each fixed maturity security that has a fair value that is materially lower than its amortized cost and requires a high degree of management 
judgment and involves uncertainty.  The evaluation of fixed maturity securities for credit loss is a quantitative and qualitative process, which 
is subject to risks and uncertainties.

We have a policy and process to identify fixed maturity securities that could potentially have a credit loss.  This process involves monitoring 
market events and other items that could impact issuers.  The evaluation includes but is not limited to such factors as:

• the extent to which fair value is less than amortized cost or cost;
• whether the issuer is current on all payments and all contractual payments have been made as agreed;
• the remaining payment terms and the financial condition and near-term prospects of the issuer;
• the lack of ability to refinance due to liquidity problems in the credit market;
• the fair value of any underlying collateral;
• the existence of any credit protection available;
• our intent to sell and whether it is more likely than not we would be required to sell prior to recovery for debt securities;
• consideration of rating agency actions; and
• changes in estimated cash flows of mortgage and asset backed securities.

We determine whether an allowance for credit loss should be established for fixed maturity securities by assessing all facts and circumstances 
surrounding each security.  Where the decline in fair value of fixed maturity securities is attributable to changes in market interest rates or to 
factors such as market volatility, liquidity and spread widening, and we anticipate recovery of all contractual or expected cash flows, we do 
not consider these securities to have credit loss because we do not intend to sell these securities and it is not more likely than not we will be 
required to sell these securities before a recovery of amortized cost, which may be maturity. 

If we intend to sell a fixed maturity security or if it is more likely than not that we will be required to sell a security before recovery of its 
amortized cost basis, credit loss has occurred and the difference between amortized cost and fair value will be recognized as a loss in 
operations.
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If we do not intend to sell and it is not more likely than not we will be required to sell the fixed maturity security but also do not expect to 
recover the entire amortized cost basis of the security, a credit loss would be recognized in operations in the amount of the expected credit 
loss.  We determine the amount of expected credit loss by calculating the present value of the cash flows expected to be collected discounted 
at each security's acquisition yield based on our consideration of whether the security was of high credit quality at the time of acquisition.  
The difference between the present value of expected future cash flows and the amortized cost basis of the security is the amount of credit 
loss recognized in operations.  The recognized credit loss is limited to the unrealized loss on the security.

The determination of the credit loss component of a mortgage backed security is based on a number of factors.  The primary consideration in 
this evaluation process is the issuer's ability to meet current and future interest and principal payments as contractually stated at time of 
purchase.  Our review of these securities includes an analysis of the cash flow modeling under various default scenarios considering 
independent third party benchmarks, the seniority of the specific tranche within the structure of the security, the composition of the collateral 
and the actual default, loss severity and prepayment experience exhibited.  With the input of third party assumptions for default projections, 
loss severity and prepayment expectations, we evaluate the cash flow projections to determine whether the security is performing in 
accordance with its contractual obligation.

We utilize the models from a leading structured product software specialist serving institutional investors.  These models incorporate each 
security's seniority and cash flow structure.  In circumstances where the analysis implies a potential for principal loss at some point in the 
future, we use our "best estimate" cash flow projection discounted at the security's effective yield at acquisition to determine the amount of 
our potential credit loss associated with this security.  The discounted expected future cash flows equates to our expected recovery value.  
Any shortfall of the expected recovery when compared to the amortized cost of the security will be recorded as credit loss.

The cash flow modeling is performed on a security-by-security basis and incorporates actual cash flows on the residential mortgage backed 
securities through the current period, as well as the projection of remaining cash flows using a number of assumptions including default rates, 
prepayment rates and loss severity rates.  The default curves we use are tailored to the Prime or Alt-A residential mortgage backed securities 
that we own, which assume lower default rates and loss severity for Prime securities versus Alt-A securities.  These default curves are scaled 
higher or lower depending on factors such as current underlying mortgage loan performance, rating agency loss projections, loan to value 
ratios, geographic diversity, as well as other appropriate considerations.  

The determination of the credit loss component of a corporate bond is based on the underlying financial performance of the issuer and their 
ability to meet their contractual obligations.  Considerations in our evaluation include, but are not limited to, credit rating changes, financial 
statement and ratio analysis, changes in management, significant changes in credit spreads, breaches of financial covenants and a review of 
the economic outlook for the industry and markets in which they trade.  In circumstances where an issuer appears unlikely to meet its future 
obligation, an estimate of credit loss is determined.  Credit loss is calculated using default probabilities as derived from the credit default 
swaps markets in conjunction with recovery rates derived from independent third party analysis or a best estimate of credit loss.  This credit 
loss rate is then incorporated into a present value calculation based on an expected principal loss in the future discounted at the yield at the 
date of purchase and compared to amortized cost to determine the amount of credit loss associated with the security.

For fixed maturity securities which we do not intend to sell and it is not more likely than not we will be required to sell, but our intent changes 
due to changes or events that could not have been reasonably anticipated, a credit loss may be recognized in operations.  Unrealized losses 
may be recognized in future periods in operations should we later conclude that the decline in fair value below amortized cost represents a 
credit loss pursuant to our accounting policy described above.  The use of different methodologies and assumptions to determine the fair value 
of investments and the timing and amount of impairments may have a material effect on the amounts presented in our consolidated financial 
statements.

We establish a valuation allowance to provide for the risk of credit losses inherent in our mortgage loan portfolios.  The valuation allowance 
is maintained at a level believed adequate by management to absorb estimated expected credit losses.  

The valuation allowances for each of our mortgage loan portfolios are estimated by deriving probability of default and recovery rate 
assumptions based on the characteristics of the loans in each portfolio, historical economic data and loss information, and current and 
forecasted economic conditions.  Key loan characteristics impacting the estimate for our commercial mortgage loan portfolio include the 
current state of the borrower’s credit quality, which considers factors such as loan-to-value (“LTV”) and debt service coverage (“DSC”) 
ratios, loan performance, underlying collateral type, delinquency status, time to maturity, and original credit scores.  Key loan characteristics 
impacting the estimate for our agricultural and residential mortgage loan portfolios include the current state of the borrowers' credit quality, 
delinquency status, time to maturity and original credit scores. 

Policy Liabilities for Fixed Index Annuities

We offer a variety of fixed index annuities with crediting strategies linked to the S&P 500 Index and other equity and bond market indices.  
We purchase call options on the applicable indices as an investment to provide the income needed to fund the annual index credits on the 
index products.  See Financial Condition—Derivative Instruments.  Certain derivative instruments embedded in the fixed index annuity 
contracts are recognized in the consolidated balance sheets at their fair values and changes in fair value are recognized immediately in our 
consolidated statements of operations in accordance with accounting standards for derivative instruments and hedging activities.
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Accounting for derivatives prescribes that the contractual obligations for future annual index credits are treated as a "series of embedded 
derivatives" over the expected life of the applicable contracts.  Policy liabilities for fixed index annuities are equal to the sum of the "host" (or 
guaranteed) component and the embedded derivative component for each fixed index annuity policy.  The host value is established at 
inception of the contract and accreted over the policy's life at a constant rate of interest.  We estimate the fair value of the embedded 
derivative component at each valuation date by (i) projecting policy contract values and minimum guaranteed contract values over the 
expected lives of the contracts and (ii) discounting the excess of the projected contract value amounts at the applicable risk-free interest rates 
adjusted for our nonperformance risk related to those liabilities.  The projections of policy contract values are based on our best estimate 
assumptions for future policy growth and future policy decrements including lapse, partial withdrawal and mortality rates.  Our best estimate 
assumptions for future policy growth include assumptions for the expected index credits on the next policy anniversary date which are derived 
from the fair values of the underlying call options purchased to fund such index credits and the expected costs of annual call options we will 
purchase in the future to fund index credits beyond the next policy anniversary.  The projections of minimum guaranteed contract values 
include the same best estimate assumptions for policy decrements as were used to project policy contract values.  The amounts reported in the 
consolidated statements of operations as "Interest sensitive and index product benefits" represent amounts credited to policy liabilities 
pursuant to accounting by insurance companies for certain long-duration contracts which include index credits through the most recent policy 
anniversary.  The amounts reported in the consolidated statements of operations as "Change in fair value of embedded derivatives" equal the 
change in the difference between policy benefit reserves for fixed index annuities computed under the derivative accounting standard and the 
long-duration contracts accounting standard at each balance sheet date.

In general, the change in the fair value of the embedded derivatives will not correspond to the change in fair value of the purchased call 
options because the purchased call options are generally one year options while the options valued in the embedded derivatives represent the 
rights of the contract holder to receive index credits over the entire period the fixed index annuities are expected to be in force, which 
typically exceeds 10 years.

The most sensitive assumptions in determining policy liabilities for fixed index annuities are 1) the rates used to discount the excess projected 
contract values, 2) the expected cost of annual call options we will purchase in the future to fund index credits beyond the next policy 
anniversary date and 3) our best estimate for future policy decrements specific to lapse rates.

As indicated above, the discount rates used to discount excess projected contract value are based on applicable risk-free interest rates adjusted 
for our nonperformance risk related to those liabilities.  If the discount rates used to discount the excess projected contract values at 
December 31, 2022 were to increase by 100 basis points, our reserves for fixed index annuities would decrease by $336.2 million.  A decrease 
by 100 basis points in the discount rates used to discount the excess projected contract values would increase our reserves for fixed index 
annuities by $386.4 million.

As of December 31, 2022, we utilized an estimate of 2.40% for the expected cost of annual call options, which is based on estimated long-
term account value growth and a historical review of our actual options costs.  If the expected cost of annual call options we purchase in the 
future to fund index credits beyond the next policy anniversary date were to increase by 25 basis points, our reserves for fixed index annuities 
would increase by $334.2 million.  A decrease of 25 basis points in the expected cost of annual call options would decrease our reserves for 
fixed index annuities by $298.1 million.

Our lapse rate assumptions are based on actual experience and our outlook as to future expectations for lapse rates.  If lapse rates were to 
increase 10%, our reserves for fixed index annuities would decrease by $4.2 million.  A decrease in lapse rates of 10% would increase our 
reserves for fixed index annuities by $3.3million.

Liability for Lifetime Income Benefit Riders

The liability for lifetime income benefit riders is based on the actual and present value of expected benefit payments to be paid in excess of 
projected policy values recognizing the excess over the expected lives of the underlying policies based on the actual and present value of 
expected assessments including investment spreads, product charges and fees.  The inputs used in the calculation of the liability for lifetime 
income benefit riders include actual policy values, actual income account values, actual payout factors, actual roll-up rates and our best 
estimate assumptions for future policy growth, expected utilization of lifetime income benefit riders, which includes the ages at which 
policyholders are expected to elect to begin to receive lifetime income benefit payments and the percentage of policyholders who elect to 
receive lifetime income benefit payments, the type of income benefit payments selected upon election and future assumptions for lapse, 
partial withdrawal and mortality rates.  The assumptions are reviewed quarterly and updates to the assumptions are made based on historical 
results and our best estimates of future experience.  The liability for lifetime income benefit riders is included in policy benefit reserves in the 
consolidated balance sheets and the change in the liability is included in interest sensitive and index product benefits in the consolidated 
statements of operations.  See Results of Operations for the Three Years Ended December 31, 2022 in this Item 7 for a discussion and 
presentation of the effects of assumption revisions. 

The most sensitive assumptions in the calculation of the liability for lifetime income benefit riders are 1) the expected cost of annual call 
options we will purchase in the future, 2) the percentage of policyholders who elect to receive lifetime income benefit payments, 3) our best 
estimate for future policy decrements specific to lapse rates and 4) the net investment earned rate.

We utilize the expected cost of annual call options we will purchase in the future to project policy values and to discount future cash flows.  In 
addition, it is a key component in the calculation of expected assessments in the projection period.  As of December 31, 2022, we utilized an 
estimate of 2.40% for the long-term expected cost of annual call options, which is based on estimated long-term account value growth and a 
historical review of the cost of our actual call options.  If the expected cost of annual call options and fixed crediting rates were to increase by 
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25 basis points, our liability for lifetime income benefit riders would decrease by $128.8 million.  A decrease of 25 basis points in the 
expected cost of annual call options and fixed crediting rates would increase our liability for lifetime income benefit riders by $111.7 million.

Our assumptions related to the percentage of policyholders who elect to receive lifetime income benefit payments is based on actual 
experience and our outlook as to future expectations for utilization rates.  If the ultimate floor assumption on the percentage of policyholders 
who elect to receive lifetime income benefit payments was increased by 30% at December 31, 2022, our liability for lifetime income benefit 
riders would increase by $205.2 million.  A decrease by 30% in the ultimate floor assumption on the percentage of policyholders who elect to 
receive lifetime income benefit payments would decrease our liability for lifetime income benefit riders by $260.6 million.

Our lapse rate assumptions are based on actual experience and our outlook as to future expectations for lapse rates.  If lapse rates were to 
increase 10%, our liability for lifetime income benefit riders would decrease by $6.2 million.  A decrease in lapse rates of 10% would increase 
our liability for lifetime income benefit riders by $2.3 million.

The net investment earned rate is a key component in the calculation of expected assessments in the projection period.  The net investment 
earned rate is based on current yields being earned in our invested assets portfolio, future expectations for earned yields and the expected 
mean reversion period.  If the net investment earned rate were to increase 10 basis points, our liability for lifetime income benefit riders would 
decrease by $23.5 million.  A decrease in the net investment earned rate of 10 basis points would increase our liability for lifetime income 
benefit riders by $24.1 million.

Deferred Policy Acquisition Costs and Deferred Sales Inducements

Costs relating to the successful production of new business are not expensed when incurred but instead are capitalized as deferred policy 
acquisition costs or deferred sales inducements.  Only costs which are expected to be recovered from future policy revenues and gross profits 
may be deferred. 

Deferred policy acquisition costs and deferred sales inducements are subject to loss recognition testing on a quarterly basis or when an event 
occurs that may warrant loss recognition.  Deferred policy acquisition costs consist principally of commissions and certain costs of policy 
issuance.  Deferred sales inducements consist of premium and interest bonuses credited to policyholder account balances.

For annuity products, these costs are being amortized in proportion to actual and expected gross profits.  Actual and expected gross profits 
include the the excess of net investment income earned over the interest credited or the cost of providing index credits to the policyholders, or 
the "investment spread"; and to a lesser extent, product charges and fees net of expected excess payments for lifetime income benefit riders 
and certain policy expenses.  Actual and expected gross profits for fixed index annuities also include the impact of amounts recorded for the 
change in fair value of derivatives and the change in fair value of embedded derivatives.  Current period amortization is adjusted 
retrospectively through an unlocking process when estimates of actual and expected gross profits (including the impact of net realized gains 
(losses) on investments and credit losses recognized in operations) to be realized from a group of products are updated.  Our estimates of 
future gross profits are based on actuarial assumptions related to the underlying policies terms, lives of the policies, yield on investments 
supporting the liabilities and level of expenses necessary to maintain the polices over their entire lives.  Revisions are made based on 
historical results and our best estimates of future experience.  See Results of Operations for the Three Years Ended December 31, 2022 in 
this Item 7 for a discussion and presentation of the effects of assumption revisions.

The most sensitive assumptions used to calculate amortization of deferred policy acquisition costs and deferred sales inducements are 1) the 
net investment earned rate, 2) our best estimate for future policy decrements specific to lapse rates and 3) the expected cost of annual call 
options we will purchase in the future.

The net investment earned rate is a key component in the calculation of estimated gross profits.  The net investment earned rate is based on 
current yields being earned in our invested assets portfolio, future expectations for earned yields and the expected mean reversion period.  If 
the net investment earned rate were to increase 10 basis points, our combined balance for deferred policy acquisition costs and deferred sales 
inducements at December 31, 2022 would increase by $99.7 million.  A decrease in the net investment earned rate of 10 basis points would 
decrease our combined balance for deferred policy acquisition costs and deferred sales inducements at December 31, 2022 by $101.6 million.

Our lapse rate assumptions are based on actual experience and our outlook as to future expectations for lapse rates.  If lapse rates were to 
increase 10%, our combined balance of deferred policy acquisition costs and deferred sales inducements would decrease by $75.8 million.  A 
decrease in lapse rates of 10% would increase our combined balance of deferred policy acquisition costs and deferred sales inducements by 
$77.0 million.

We utilize the expected cost of annual call options we will purchase in the future to project policy values and to discount future cash flows.  In 
addition, it is a key component in the calculation of expected gross profits in the projection period.  As of December 31, 2022, we utilized an 
estimate of 2.40% for the expected long-term cost of annual call options, which is based on estimated long-term account value growth and a 
historical review of the cost of our actual call options.  If the expected cost of annual call options and fixed crediting rates were to increase by 
25 basis points, our combined balance of deferred policy acquisition costs and deferred sales inducements would decrease by $104.4 million.  
A decrease of 25 basis points in the expected cost of annual call options and fixed crediting rates would decrease our combined balance of 
deferred policy acquisition costs and deferred sales inducements by $98.9 million.
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Deferred Income Taxes

We account for income taxes using the liability method.  This method provides for the tax effects of transactions reported in the audited 
consolidated financial statements for both taxes currently due and deferred.  Deferred income taxes reflect the impact of temporary differences 
between the amount of assets and liabilities recognized for financial reporting purposes and such amounts recognized for tax purposes.  A 
temporary difference is a transaction, or amount of a transaction, that is recognized currently for financial reporting purposes but will not be 
recognized for tax purposes until a future tax period, or is recognized currently for tax purposes but will not be recognized for financial 
reporting purposes until a future reporting period.  Deferred income taxes are measured by applying enacted tax rates for the years in which 
the temporary differences are expected to be recovered or settled to the amount of each temporary difference.

The realization of deferred income tax assets is primarily based upon management's estimates of future taxable income.  Valuation allowances 
are established when management estimates, based on available information, that it is more likely than not that deferred income tax assets will 
not be realized.  Significant judgment is required in determining whether valuation allowances should be established, as well as the amount of 
such allowances.  When making such determination, consideration is given to, among other things, the following:

• future taxable income of the necessary character exclusive of reversing temporary differences and carryforwards; 
• future reversals of existing taxable temporary differences; 
• taxable capital income in prior carryback years; and 
• tax planning strategies.

Actual realization of deferred income tax assets and liabilities may materially differ from these estimates as a result of changes in tax laws as 
well as unanticipated future transactions impacting related income tax balances.

The realization of deferred income tax assets related to unrealized losses on our available for sale fixed maturity securities is also based upon 
our intent to hold these securities for a period of time sufficient to allow for a recovery in fair value and not realize the unrealized loss.

New Accounting Pronouncements

See Note 1 - Significant Accounting Policies to our audited consolidated financial statements in this Form 10-K beginning on page F-12, 
which is incorporated by reference in this Item 7, for new accounting pronouncement disclosures.

Item 7A.    Quantitative and Qualitative Disclosures About Market Risk

We seek to invest our available funds in a manner that will maximize shareholder value and fund future obligations to policyholders and 
debtors, subject to appropriate risk considerations.  We seek to meet this objective through investments that: (i) consist substantially of 
investment grade fixed maturity securities, (ii) have projected returns which satisfy our spread targets, and (iii) have characteristics which 
support the underlying liabilities.  Many of our products incorporate surrender charges, market interest rate adjustments or other features, 
including lifetime income benefit riders, to encourage persistency.

We seek to maximize the total return on our fixed maturity securities through active investment management.  Accordingly, we have 
determined that our available for sale portfolio of fixed maturity securities is available to be sold in response to: (i) changes in market interest 
rates, (ii) changes in relative values of individual securities and asset sectors, (iii) changes in prepayment risks, (iv) changes in credit quality 
outlook for certain securities, (v) liquidity needs, and (vi) other factors.

Interest rate risk is our primary market risk exposure.  Substantial and sustained increases and decreases in market interest rates can affect the 
profitability of our products and the fair value of our investments.  The profitability of most of our products depends on the spreads between 
interest yield on investments and rates credited on insurance liabilities.  We have the ability to adjust crediting rates (caps, participation rates 
or asset fee rates for fixed index annuities) on substantially all of our annuity liabilities at least annually (subject to minimum guaranteed 
values).  Substantially all of our annuity products have surrender and withdrawal penalty provisions designed to encourage persistency and to 
help ensure targeted spreads are earned.  In addition, a significant amount of our fixed index annuity policies and many of our annual reset 
fixed rate deferred annuities were issued with a lifetime income benefit rider which we believe improves the persistency of such annuity 
products.  However, competitive factors, including the impact of the level of surrenders and withdrawals, may limit our ability to adjust or 
maintain crediting rates at levels necessary to avoid narrowing of spreads under certain market conditions. 

A major component of our interest rate risk management program is structuring the investment portfolio with cash flow characteristics 
consistent with the cash flow characteristics of our insurance liabilities.  We use models to simulate cash flows expected from our existing 
business under various interest rate scenarios.  These simulations enable us to measure the potential gain or loss in fair value of our interest 
rate-sensitive financial instruments, to evaluate the adequacy of expected cash flows from our assets to meet the expected cash requirements 
of our liabilities and to determine if it is necessary to lengthen or shorten the average life and duration of our investment portfolio.  The 
"duration" of a security is the time weighted present value of the security's expected cash flows and is used to measure a security's sensitivity 
to changes in interest rates.  When the durations of assets and liabilities are similar, exposure to interest rate risk is minimized because a 
change in value of assets should be largely offset by a change in the value of liabilities.

If interest rates were to increase 10% (40 basis points) from levels at December 31, 2022, we estimate that the fair value of our fixed maturity 
securities would decrease by approximately $1.1 billion.  The impact on stockholders' equity of such decrease (net of income taxes and certain 
adjustments for changes in amortization of deferred policy acquisition costs, deferred sales inducements and policy benefit reserves) would be 
a decrease of $422.8 million in accumulated other comprehensive income and a decrease in stockholders' equity.  The models used to estimate 

Table of Contents

50



the impact of a 10% change in market interest rates incorporate numerous assumptions, require significant estimates and assume an 
immediate and parallel change in interest rates without any management of the investment portfolio in reaction to such change.  
Consequently, potential changes in value of our financial instruments indicated by the simulations will likely be different from the actual 
changes experienced under given interest rate scenarios, and the differences may be material.  Because we actively manage our investments 
and liabilities, our net exposure to interest rates can vary over time.  However, any such decreases in the fair value of our fixed maturity 
securities (unless related to credit concerns of the issuer requiring recognition of a credit loss) would generally be realized only if we were 
required to sell such securities at losses prior to their maturity to meet our liquidity needs, which we manage using the surrender and 
withdrawal provisions of our annuity contracts and through other means.  See Financial Condition—Liquidity for Insurance Operations for a 
further discussion of the liquidity risk. 

The amortized cost of fixed maturity securities that are callable at the option of the issuer, excluding securities with a make-whole provision, 
was $2.1 billion as of December 31, 2022.  During the years ended December 31, 2022 and 2021, we received $0.9 billion and $2.3 billion, 
respectively, in net redemption proceeds related to the exercise of such call provisions.  We have reinvestment risk related to these 
redemptions to the extent we cannot reinvest the net proceeds in assets with credit quality and yield characteristics similar to the redeemed 
bonds.  Such reinvestment risk typically occurs in a declining rate environment.  In addition, we have $6.0 billion of floating rate investments 
as of December 31, 2022.  The majority of these investments are based on the 3 month LIBOR rate and are reset quarterly.  We have a plan to 
transition these investments away from LIBOR in 2023.  Should rates decline to levels which tighten the spread between our average portfolio 
yield and average cost of interest credited on annuity liabilities, we have the ability to reduce crediting rates (caps, participation rates or asset 
fees for fixed index annuities) on most of our annuity liabilities to maintain the spread at our targeted level.  At December 31, 2022, 
approximately 91% of our annuity liabilities were subject to annual adjustment of the applicable crediting rates at our discretion, limited by 
minimum guaranteed crediting rates specified in the policies.  At December 31, 2022, approximately 14% of our annuity liabilities were at 
minimum guaranteed crediting rates.

We purchase call options on the applicable indices to fund the annual index credits on our fixed index annuities.  These options are primarily 
one-year instruments purchased to match the funding requirements of the underlying policies.  Fair value changes associated with those 
investments are substantially offset by an increase or decrease in the amounts added to policyholder account balances for fixed index 
products.  The difference between proceeds received at expiration of these options and index credits, as shown in the following table, is 
primarily due to under or over-hedging as a result of policyholder behavior being different than our expectations.

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Proceeds received at expiration of options related to such credits $ 312,133 $ 2,019,477 $ 758,604 
Annual index credits to policyholders on their anniversaries  305,292  1,977,888  747,489 

On the anniversary dates of the index policies, we purchase new one-year call options to fund the next annual index credits.  The risk 
associated with these prospective purchases is the uncertainty of the cost, which will determine whether we are able to earn our spread on our 
fixed index business.  We manage this risk through the terms of our fixed index annuities, which permit us to change caps, participation rates 
and asset fees, subject to contractual features.  By modifying caps, participation rates or asset fees, we can limit option costs to budgeted 
amounts, except in cases where the contractual features would prevent further modifications.  Based upon actuarial testing which we conduct 
as a part of the design of our fixed index products and on an ongoing basis, we believe the risk that contractual features would prevent us from 
controlling option costs is not material.   

Item 8.    Consolidated Financial Statements and Supplementary Data

The audited consolidated financial statements are included as a part of this report on Form 10-K on pages F-1 through F-59.

Item 9.    Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

None. 

Item 9A.    Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures

In accordance with the Securities Exchange Act Rules 13a-15(e) and 15d-15(e), our management, under the supervision of our Chief 
Executive Officer and Chief Financial Officer, conducted an evaluation of the effectiveness of the design and operation of our disclosure 
controls and procedures as of the end of the period covered by this report on Form 10-K.  Based on that evaluation, the Chief Executive 
Officer and Chief Financial Officer concluded that the design and operation of our disclosure controls and procedures were effective as of 
December 31, 2022 in recording, processing, summarizing and reporting, on a timely basis, information required to be disclosed by us in the 
reports that we file or submit under the Exchange Act.
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(b) Management's Report on Internal Control over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting, as defined 
in the Exchange Act Rules 13a-15(f) and 15d-15(f).  Because of its inherent limitations, internal control over financial reporting may not 
prevent or detect misstatements.  Also, projections of any evaluation of effectiveness to future periods are subject to risk that controls may 
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

The Company's management assessed the effectiveness of the Company's internal control over financial reporting as of December 31, 2022 
based upon criteria established in Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of 
the Treadway Commission (COSO).  Based on the assessment, management has determined that we maintained effective internal control over 
financial reporting as of December 31, 2022.

The Company's independent registered public accounting firm, Ernst & Young LLP, who audited the consolidated financial statements 
included in this annual report on Form 10-K, has issued an attestation report on the effectiveness of management's internal control over 
financial reporting as of December 31, 2022.  This report appears on page F-2 of this annual report on Form 10-K.

(c) Changes in Internal Control over Financial Reporting.

There were no changes in our internal control over financial reporting that occurred during the quarter ended December 31, 2022, that have 
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Item 9B.    Other Information

None.

Item 9C.    Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

Not applicable.

PART III

The information required by Part III is incorporated by reference from our subsequent disclosure to be filed within 120 days after 
December 31, 2022. 

PART IV

Item 15.    Exhibits and Financial Statement Schedules

Financial Statements and Financial Statement Schedules.    See Index to Consolidated Financial Statements and Schedules on page F-1 for a 
list of financial statements and financial statement schedules included in this report.

All other schedules to the audited consolidated financial statements required by Article 7 of Regulation S-X are omitted because they are not 
applicable, not required, or because the information is included elsewhere in the audited consolidated financial statements or notes thereto.

Exhibit Index

Note Regarding Reliance on Statements in Our Contracts and Other Exhibits: We include agreements and other exhibits to this Annual Report 
on Form 10-K to provide information regarding their terms and not to provide any other factual or disclosure information about us, our 
subsidiaries or affiliates, or the other parties to the agreements, or for any other purpose.  The agreements and other exhibits contain 
representations and warranties by each of the parties to the applicable agreement.  These representations and warranties have been made 
solely for the benefit of the other parties to the applicable agreement or other arrangement and (i) should not in all instances be treated as 
categorical statements of fact, but rather as a way of allocating the risk to one of the parties if those statements prove to be inaccurate; (ii) 
have in many cases been qualified by disclosures that were made to the other party in connection with the negotiation of the applicable 
agreement, which disclosures are not necessarily reflected in the agreement; (iii) may apply standards of materiality in a way that is different 
from what may be viewed as material to investors; and (iv) were made only as of the date of the applicable agreement or other exhibit, or such 
other date or dates as may be specified in the document and are subject to more recent developments.  Accordingly, these representations and 
warranties may not describe the actual state of affairs as of the date they were made or at any other time.

3.1 Articles of Incorporation, including Articles of Amendment (Incorporated by reference to Exhibit 3.1 to Post-Effective Amendment No. 1 to 
the Registration Statement on Form 10, filed on July 22, 1999, File No. 000-25985)

3.2 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.1 to Form 10-Q for the period ended June 30, 
2000 filed on August 14, 2000, File No. 000-25985)

3.3 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.2 to Pre-Effective Amendment No. 1 to the 
Registration Statement on Form S-1 filed on October 20, 2003, File No. 333-108794)

3.4 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.3 to the Registration Statement on Form S-3 filed 
on January 15, 2008, File No. 333-148681)

Exhibit No. Description
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3.5 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.5 to Form 10-Q for the period ended June 30, 
2011 filed on August 5, 2011, File No. 001-31911)

3.6 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.2 to Form 8-A12B filed on November 20, 2019, 
File No. 001-31911)

3.7 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.7 to Form 8-A12B filed on June 16, 2020, File 
No. 001-31911)

3.8 Fourth Amended and Restated Bylaws, redlined for amendments effective November 17, 2022 (Incorporated by reference to Exhibit 3.1 to 
Form 8-K filed on November 23, 2022)

3.9 Fourth Amended and Restated Bylaws (Incorporated by reference to Exhibit 3.2 to Form 8-K filed on November 23, 2022)
4.1 Indenture dated October 29, 1999 between American Equity Investment Life Holding Company and Wilmington Trust Company (as 

successor in interest to West Des Moines State Bank), as trustee (Incorporated by reference to Exhibit 10.19 to the Registration Statement on 
Form S-1, File No. 333-108794, including all pre-effective amendments thereto)

4.2 Trust Preferred Securities Guarantee Agreement dated October 29, 1999 between American Equity Investment Life Holding Company and 
Wilmington Trust Company (as successor in interest to West Des Moines State Bank), as trustee (Incorporated by reference to Exhibit 10.20 
to the Registration Statement on Form S-1, File No. 333-108794, including all pre-effective amendments thereto)

4.3 Trust Common Securities Guarantee Agreement dated October 29, 1999 between American Equity Investment Life Holding Company and 
West Des Moines State Bank, as trustee (Incorporated by reference to Exhibit 10.21 to the Registration Statement on Form S-1, File No. 
333-108794, including all pre-effective amendments thereto)

4.4 Instruments of Resignation, Appointment and Acceptance, effective September 12, 2006, among American Equity Investment Life Holding 
Company, Wilmington Trust Company, West Des Moines State Bank and Delaware Trust Company, National Association (formerly known 
as First Union Trust Company, National Association) (Incorporated by reference to Exhibit 4.10A to Form 10-K for the year ended 
December 31, 2008 filed on March 16, 2009)

4.5 Senior Amended and Restated Indenture, dated as of April 22, 2004, between American Equity Investment Life Holding Company and U.S. 
Bank National Association, as trustee (Incorporated by reference to Exhibit 4.1 to Amendment No.1 to Form S-3 filed on April 22, 2004).

4.6 Third Supplemental Indenture, dated as of June 16, 2017, between American Equity Investment Life Holding Company and U.S. Bank 
National Association, as trustee (Incorporated by reference to Exhibit 4.2 to Form 8-K filed on June 16, 2017)

4.7 Deposit Agreement, dated November 21, 2019, among American Equity Investment Life Holding Company, Computershare Inc. and 
Computershare Trust Company, N.A., collectively, as depositary, Computershare Inc., as registrar and transfer agent, and the holders from 
time to time of the depositary receipts (Incorporated by reference to Exhibit 4.1 to Form 8-K filed on November 21, 2019)

4.8 Form of Depository Receipt (included in Exhibit 4.7)
4.9 Deposit Agreement, dated as of June 17, 2020, among the Company, Computershare Inc. and Computershare Trust Company, N.A., 

collectively as Depositary, the other parties thereto and the holders from time to time of depositary receipts issued thereunder (Incorporated 
by reference to Exhibit 4.1 to Form 8-K filed on June 17, 2020)

4.10 Form of Depository Receipt (included in Exhibit 4.9)
4.11 Description of Securities Registered Pursuant to Section 12 of the Securities Exchange Act of 1934 (Incorporated by reference to Exhibit 

4.11 to Form 10-K for the year ended December 31, 2021 filed on March 1, 2022)
4.12 Subordinated Amended and Restated Indenture, dated as of April 22, 2004, between American Equity Investment Life Holding Company and 

U.S. Bank National Association, as trustee (Incorporated by reference to Exhibit 4.2 to Amendment No. 1 to Form S-3 filed on April 22, 
2004)

4.13 Form of Certificate for the common stock of American Equity Investment Life Holding Company, par value $1 per share (Incorporated by 
reference to Exhibit 4.11 to Pre-Effective Amendment No. 3 to the Registration Statement on Form S-1 (File No. 333-108794), filed on 
November 12, 2003)

10.1 * Form of Change in Control Agreement between American Equity Investment Life Holding Company and each of Anant Bhalla, Ronald J. 
Grensteiner, and Jeffrey D. Lorenzen (Incorporated by reference to Exhibit 10.1 to Form 8-K filed on December 14, 2012)

10.2 * American Equity Investment Life Holding Company 2016 Employee Incentive Plan (Incorporated by reference to the Appendix A to the 
Company's proxy statement on Form DEF 14A filed on April 18, 2016)

10.3 * First Amendment to American Equity Investment Life Holding Company 2016 Employee Incentive Plan (Incorporated by reference to 
Exhibit 99.2 to Form S-8 filed on September 8, 2016)

10.4 * Second Amendment to American Equity Investment Life Holding Company 2016 Employee Incentive Plan (Incorporated by reference to 
Exhibit 10.4 to Form 10-Q for the period ended March 31, 2019 filed on May 8, 2019)

10.5* Form of Employee Stock Option Agreement (Incorporated by reference to Exhibit 10.33 to Form 10-K for the year ended December 31, 2019 
filed on February 25, 2020)

10.6 * Offer Letter dated January 2, 2020 by and between American Equity Investment Life Holding Company and Anant Bhalla (Incorporated by 
reference to Exhibit 10.1 to Form 8-K filed on January 9, 2020)

10.7 * American Equity Investment Life Holding Company Amended and Restated Equity Incentive Plan (Incorporated by reference to the 
Appendix A to the Company's proxy statement on Form DEF 14A filed on April 24, 2020)

10.8 * Form of Director Restricted Stock Award Agreement with Respect to Common Stock of American Equity Investment Life Holding Company 
(Incorporated by reference to Exhibit 10.1 to Form 8-K filed on June 4, 2020)

10.9 * Form of Restricted Stock Unit Award Agreement (Incorporated by reference to Exhibit 10.1 to Form 10-Q for the period ended June 30, 2020 
filed on August 10, 2020)

10.10 * Form of Performance Restricted Stock Unit Award Agreement (Incorporated by reference to Exhibit 10.2 to Form 10-Q for the period ended 
June 30, 2020 filed on August 10, 2020)

10.11 * Form of Employee Stock Option Agreement (Incorporated by reference to Exhibit 10.3 to Form 10-Q for the period ended June 30, 2020 
filed on August 10, 2020)

10.12 Investment Agreement, dated as of October 17, 2020, by and among American Equity Investment Life Holding Company, Brookfield Asset 
Management Inc. and Burgundy Acquisitions I Ltd. (Incorporated by reference to Exhibit 10.1 to Form 8-K filed on October 19, 2020)

10.13 * Form of Employee Stock Option Agreement with Respect to Common Stock of American Equity Investment Life Holding Company 
(Incorporated by reference to Exhibit 10.2 to Form 8-K filed on November 25, 2020)
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10.14 * American Equity Investment Life Holding Company Amended and Restated Short-Term Incentive Plan (Incorporated by reference to Exhibit 
10.32 to Form 10-K for the year ended December 31, 2020 filed on March 1, 2021)

10.15 * First Amendment to American Equity Investment Life Holding Company Amended and Restated Short-Term Incentive Plan (Incorporated by 
reference to Exhibit 10.33 to Form 10-K for the year ended December 31, 2020 filed on March 1, 2021)

10.16 * First Amendment to American Equity Investment Life Holding Company Amended and Restated Equity Incentive Plan (Incorporated by 
reference to Exhibit 10.34 to Form 10-K for the year ended December 31, 2020 filed on March 1, 2021)

10.17 * Form of Change in Control Agreement between American Equity Investment Life Holding Company and James L. Hamalainen and Axel 
Andre (Incorporated by reference to Exhibit 10.35 to Form 10-K for the year ended December 31, 2020 filed on March 1, 2021)

10.18 * Form of Employee Stock Option Agreement (Incorporated by reference to Exhibit 10.36 to Form 10-K for the year ended December 31, 2020 
filed on March 1, 2021)

10.19 Assignment Agreement, Consent and Waiver in Anticipation of Regulatory Form A Filing dated February 28, 2021 by and among Brookfield 
Asset Management, Inc., Burgundy Acquisitions I Ltd., Brookfield Asset Management Reinsurance Partners Ltd., North End Re (Cayman) 
SPC and American Equity Investment Life Holding Company (Incorporated by reference to Exhibit 10.37 to Form 10-K for the year ended 
December 31, 2020 filed on March 1, 2021)

10.20 * Form of Employee Restricted Stock Unit Award Agreement - Performance Based Award, effective April 2021 (Incorporated by reference to 
Exhibit 10.2 to Form 10-Q for the period ended March 31, 2021 filed on May 10, 2021)

10.21 Amendment to Investment Agreement, dated June 10, 2021, by and among American Equity Investment Life Holding Company, Brookfield 
Asset Management, Inc., Brookfield Asset Management Reinsurance Partners Ltd. and North End Re (Cayman) SPC (Incorporated by 
reference to Exhibit 10.1 to Form 8-K filed on June 10, 2021)

10.22 * Offer Letter Agreement dated August 25, 2021 between American Equity Investment Life Insurance Company and Axel Andre (Incorporated 
by reference to Exhibit 10.1 to Form 10-Q for the period ended September 30, 2021 filed on November 9, 2021)

10.23 * American Equity Transition Benefit Plan, dated as of August 6, 2021 (Incorporated by reference to Exhibit 10.3 to Form 10-Q for the period 
ended September 30, 2021 filed on November 9, 2021)

10.24 * Form of Separation Agreement under American Equity Transition Benefit Plan, effective August 6, 2021 (Incorporated by reference to 
Exhibit 10.4 to Form 10-Q for the period ended September 30, 2021 filed on November 9, 2021)

10.25 * Offer Letter Agreement dated November 3, 2021 between American Equity Investment Life Insurance Company and Dewayne Lummus 
(Incorporated by reference to Exhibit 10.33 to Form 10-K for the period ended December 31, 2021 filed on March 1, 2022)

10.26 * Form of 2022-2024 Performance-Based Employee Restricted Stock Unit Award Agreement under the American Equity Investment Life 
Holding Company Amended and Restated Equity Incentive Plan (Incorporated by reference to Exhibit 10.1 to Form 10-Q for the period 
ended March 31, 2022 filed on May 9, 2022)

10.27 * Form of 2022 Time-Based Employee Restricted Stock Unit Award Agreement (Two- or Three-Year Cliff) under the American Equity 
Investment Life Holding Company Amended and Restated Equity Incentive Plan (Incorporated by reference to Exhibit 10.2 to Form 10-Q for 
the period ended March 31, 2022 filed on May 9, 2022)

10.28 * Form of 2022 Time-Based Employee Restricted Stock Unit Award Agreement (Two-Year Ratable) under the American Equity Investment 
Life Holding Company Amended and Restated Equity Incentive Plan (Incorporated by reference to Exhibit 10.3 to Form 10-Q for the period 
ended March 31, 2022 filed on May 9, 2022)

10.29 * Second Amendment to the American Equity Investment Life Holding Company Amended and Restated Short-Term Incentive Plan, effective 
January 1, 2022 (Incorporated by reference to Exhibit 10.4 to Form 10-Q for the period ended March 31, 2022 filed on May 9, 2022)

10.30 * Deferred Long-Term Incentive Cash Plan, effective January 1, 2022 (Incorporated by reference to Exhibit 10.5 to Form 10-Q for the period 
ended March 31, 2022 filed on May 9, 2022)

10.31 * Offer Letter dated June 29, 2022, between American Equity Investment Life Insurance Company and Ronald J. Grensteiner (Incorporated by 
reference to Exhibit 10.1 to Form 10-Q for the period ended June 30, 2022 filed on August 9, 2022)

10.32 * American Equity Life Employee Indemnification Plan, dated as of September 8, 2022 (Incorporated by reference to Exhibit 10.1 to Form 10-
Q for the period ended September 30, 2022 filed on November 8, 2022)

10.33 * Form of 2022 Time-Based Employee Restricted Stock Unit Award Agreement (Three-Year Ratable) under the American Equity Investment 
Life Holding Company Amended and Restated Equity Incentive Plan (Incorporated by reference to Exhibit 10.2 to Form 10-Q for the period 
ended September 30, 2022 filed on November 8, 2022)

10.34 * Offer Letter effective August 2, 2022 between American Equity Investment Life Insurance Company and Nicholas Volpe (Incorporated by 
reference to Exhibit 10.3 to Form 10-Q for the period ended September 30, 2022 filed on November 8, 2022)

10.35 Credit Agreement, dated as of February 15, 2022, among American Equity Investment Life Holding Company, the lenders party thereto and 
Citizens Bank, N.A., as administrative agent for the lenders (Incorporated by reference to Exhibit 10.1 to Form 8-K filed on February 17, 
2022)

10.36 * Separation Agreement between American Equity Investment Life Holding Company and American Equity Investment Life Insurance 
Company and Phyllis Zanghi executed December 31, 2022

10.37 * Employee Strategic Incentive Restricted Stock Unit Award Agreement between American Equity Investment Life Holding Company and 
Anant Bhalla, dated November 29, 2022

10.38 * First Amendment to American Equity Transition Benefit Plan, effective October 1, 2022
21.2 Subsidiaries of American Equity Investment Life Holding Company
23.1 Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm
23.2 Consent of KPMG LLP, Independent Registered Public Accounting Firm
31.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act 

of 2002
31.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act 

of 2002
32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act 

of 2002
32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act 

of 2002
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101 The following materials from American Equity Investment Life Holding Company's Annual Report on Form 10-K for the year ended 
December 31, 2022 formatted in iXBRL (Inline eXtensible Business Reporting Language): (i) the Consolidated Balance Sheets, (ii) the 
Consolidated Statements of Operations, (iii) the Consolidated Statements of Comprehensive Income (Loss), (iv) the Consolidated Statements 
of Changes in Stockholders’ Equity, (v) the Consolidated Statements of Cash Flows, (vi) the Notes to Consolidated Financial Statements, 
(vii) Schedule I - Summary of Investments - Other Than Investments in Related Parties, (viii) Schedule II — Condensed Financial 
Information of Registrant, (ix) Schedule III - Supplementary Insurance Information and (x) Schedule IV — Reinsurance.

104 The cover page from American Equity Investment Life Holding Company's Annual Report on Form 10-K for the year ended December 31, 
2022 formatted in iXBRL and contained in Exhibit 101.

Exhibit No. Description

* Denotes management contract or compensatory plan.

Item 16.    Form 10-K Summary

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be 
signed on its behalf by the undersigned, thereunto duly authorized, this 28th day of February 2023.

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

By: /s/ ANANT BHALLA

Anant Bhalla,
Chief Executive Officer & President

Pursuant to the requirements of the Securities Exchange Act of 1934, this registration statement has been signed below by the following 
persons on behalf of the Registrant and in the capacities and on the dates indicated:

Signature Title (Capacity) Date

/s/ ANANT BHALLA Chief Executive Officer, President and Director
(Principal Executive Officer)

February 28, 2023
Anant Bhalla

/s/ AXEL ANDRE Executive Vice President and Chief Financial Officer
(Principal Financial Officer)

February 28, 2023
Axel Andre

/s/ DEWAYNE LUMMUS Senior Vice President and Chief Accounting Officer
(Principal Accounting Officer)

February 28, 2023
Dewayne Lummus

/s/ DAVID S. MULCAHY Non-Executive Chairman and Director February 28, 2023
David S. Mulcahy

/s/ JOYCE A. CHAPMAN Director February 28, 2023
Joyce A. Chapman

/s/ BRENDA J. CUSHING Director February 28, 2023
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/s/ DOUGLAS T. HEALY Director February 28, 2023
Douglas T. Healy
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/s/ WILLIAM R. KUNKEL Director February 28, 2023
William R. Kunkel

/s/ ALAN D. MATULA Director February 28, 2023
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Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors of 
American Equity Investment Life Holding Company

Opinion on Internal Control over Financial Reporting

We have audited American Equity Investment Life Holding Company and subsidiaries’ internal control over financial reporting as of 
December 31, 2022, based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (2013 framework) (the COSO criteria).  In our opinion, American Equity Investment Life 
Holding Company and subsidiaries (the Company) maintained, in all material respects, effective internal control over financial reporting as of 
December 31, 2022, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the 
consolidated balance sheet of the Company, as of December 31, 2022 and 2021, the related consolidated statements of operations, 
comprehensive income (loss), changes in stockholders' equity and cash flows for the year ended December 31, 2022, and the related notes and 
financial statement schedules I to IV, and our report dated February 28, 2023 expressed an unqualified opinion thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the 
effectiveness of internal control over financial reporting included in the accompanying Management's Report on Internal Control over 
Financial Reporting.  Our responsibility is to express an opinion on the Company's internal control over financial reporting based on our 
audit.  We are a public accounting firm registered with the 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 audit in accordance with the standards of the PCAOB.  Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. 

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, 
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other 
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles.  A company's internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of 
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide 
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of 
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may deteriorate.

/s/ Ernst & Young LLP

Des Moines, Iowa 
February 28, 2023
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Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors of
American Equity Investment Life Holding Company

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheet of American Equity Investment Life Holding Company and subsidiaries (the 
Company) as of December 31, 2022 and 2021, the related consolidated statements of operations, comprehensive income (loss), changes in 
stockholders' equity and cash flows for each of the two years in the period ended December 31, 2022, and the related notes and financial 
statement schedules I to IV (collectively referred to as the “consolidated financial statements”).  In our opinion, the consolidated financial 
statements present fairly, in all material respects, the financial position of the Company at December 31, 2022 and 2021, and the results of its 
operations and its cash flows for each of the two years in the period December 31, 2022, in conformity with U.S. generally accepted 
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the 
Company’s internal control over financial reporting as of December 31, 2022, based on criteria established in Internal Control-Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework) and our report dated 
February 28, 2023 expressed an unqualified opinion thereon.

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 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.  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 consolidated 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.

Deferred Policy Acquisition Costs (DAC), Deferred Sales Inducements (DSI) and liability for Lifetime Income 
Benefit Rider (LIBR)

Description of the 
Matter

At December 31, 2022 DAC, DSI, and LIBR balances were $3.6 billion, $2.6 billion, and $2.3 billion, respectively.  
As discussed in Note 1 to the consolidated financial statements, DAC and DSI are amortized over the lives of the 
policies in relation to the emergence of actual gross profits (AGPs) and estimated gross profits (EGPs).  The LIBR 
is based on the actual and present value of expected benefit payments to be paid in excess of projected policy 
values, and the excess is recognized over the expected lives of the underlying policies based on the actual and 
present value of expected assessments.  The expected assessments are calculated using the same assumptions used 
to determine DAC and DSI EGPs, including investment spreads, product charges, and fees.  There is significant 
uncertainty inherent in calculating EGPs and expected assessments, as the calculation is sensitive to management’s 
best estimate of assumptions such as investment earned rate, the expected cost of annual call options, lapse, partial 
withdrawal, mortality, LIBR reset and LIBR utilization.  Management’s assumptions are adjusted, also known as 
unlocking, based on actual policyholder behavior and market experience and projecting for expected trends.  The 
unlocking results in amortization being recalculated using the new assumptions for estimated gross profits, resulting 
either in additional or less cumulative amortization expense.  Additionally, the LIBR is adjusted in a similar manner 
to unlocking of DAC and DSI to reflect the changes in management’s assumptions.

Auditing the valuation of the Company’s DAC, DSI and LIBR was complex because of the highly judgmental 
nature of the methods and determination of the assumptions applied to determine the EGPs and expected 
assessments.  The high degree of judgment was primarily due to the sensitivity of the EGPs and expected 
assessments to the methods and assumptions applied which have a significant effect on the valuation of DAC, DSI, 
and LIBR.
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How We Addressed 
the Matter in Our 
Audit

We obtained an understanding, evaluated the design and tested the operating effectiveness of the Company’s 
controls over management’s process for the development of the significant assumptions used in calculating the DAC 
and DSI EGPs, and assessments used in the valuation of LIBR.  These controls included, among others, the review 
and approval process management has in place for the development of the significant assumptions described above.

To evaluate the judgment used by management in determining the EGPs and expected assessments, among other 
procedures, we involved actuarial specialists and evaluated the methodology applied by management in determining 
the EGPs and expected assessments with those used in prior periods and the industry.  To evaluate the significant 
assumptions used by management, we compared policyholder behavior assumptions that we identified as being 
higher risk to prior actual experience, observable market data or management’s estimates of prospective changes in 
these assumptions.  We tested management’s recalculation of EGPs and performed independent recalculations of 
LIBR for a sample of policies, which we compared to the actuarial model used by management.

Fixed Index Annuity Embedded Derivative Liability

Description of the 
Matter

As of December 31, 2022, the fair value of the Company’s fixed index annuity embedded derivative liability totaled 
$35.1 billion, net of coinsurance ceded.  The Company’s fixed index annuity contracts contain crediting features, 
where amounts credited to the contract’s account value are linked to the performance of certain market indices.  The 
index crediting feature is accounted for as an embedded derivative liability and reported at fair value as discussed in 
Notes 1 and 2 to the consolidated financial statements.  Management reviews the assumptions used to determine the 
fair value of the embedded derivative on a quarterly basis.

Auditing the valuation of the Company’s fixed index annuity embedded derivative was complex because of the 
highly judgmental nature of the determination of the assumptions required to determine the fair value of the 
embedded derivative.  In particular, the fair value was sensitive to the significant assumptions used to determine 
future policy growth including lapse, partial withdrawal, mortality, LIBR reset, LIBR utilization, and the expected 
cost of annual call options.

How We Addressed 
the Matter in Our 
Audit

We obtained an understanding, evaluated the design, and tested the operating effectiveness of the Company’s 
controls over management’s process for the development of the significant assumptions used in measuring the fair 
value of the embedded derivative for fixed index annuities.  These controls included, among others, the review and 
approval process management has in place for the development of the significant assumptions. 

To evaluate the judgment used by management in determining the assumptions used in measuring the fair value of 
the fixed index annuity embedded derivative, among other procedures, we involved actuarial specialists and 
evaluated the methodology applied by management in determining the fair value with those used in the prior period 
and in the industry.  To evaluate the significant assumptions used by management in the methodology applied, we 
compared policyholder behavior assumptions to prior actual experience and management’s estimate of prospective 
changes in the assumptions.  In addition, we compared the expected cost of annual call options to actual and 
historical cost of annual call options.  We performed an independent recalculation of the embedded derivative for a 
sample of policies for comparison with the actuarial model used by management.

/s/ Ernst & Young LLP  

We have served as the Company’s auditor since 2020.

Des Moines, Iowa 
February 28, 2023
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Report of Independent Registered Public Accounting Firm

To the Stockholders and Board of Directors
American Equity Investment Life Holding Company:

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated statements of operations, comprehensive income, changes in stockholders’ equity, and cash 
flows of American Equity Investment Life Holding Company and subsidiaries (the Company) for the year ended December 31, 2020, and the 
related notes (and financial statement schedules II to IV) (collectively, the consolidated financial statements).  In our opinion, the consolidated 
financial statements present fairly, in all material respects, the results of its operations and its cash flows for the year ended December 31, 
2020, in conformity with U.S. generally accepted accounting principles.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management.  Our responsibility is to express an opinion on 
these consolidated 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 audit 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 consolidated financial statements are free of material misstatement, whether due to error or 
fraud.  Our audit included performing procedures to assess the risks of material misstatement of the consolidated 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 consolidated financial statements.  Our audit also included evaluating the accounting principles 
used and significant estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements.  
We believe that our audit provide a reasonable basis for our opinion.

/s/ KPMG LLP

We served as the Company’s auditor from 2005 to 2020.

Des Moines, Iowa
March 1, 2021
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December 31,
2022 2021

Assets
Investments:

Fixed maturity securities, available for sale, at fair value (amortized cost of $44,866,019 as of 2022 and 
$46,999,183 as of 2021; allowance for credit losses of $3,347 as of 2022 and $2,846 as of 2021) $ 39,804,617 $ 51,305,943 

Mortgage loans on real estate (net of allowance for credit losses of $36,972 as of 2022 and $24,024 as of 
2021)  6,949,027  5,687,998 

Real estate investments related to consolidated variable interest entities  1,056,063  337,939 
Limited partnerships and limited liability companies (2022 and 2021 include $684,834 and $168,711 related 

to consolidated variable interest entities)  1,266,779  520,120 
Derivative instruments  431,727  1,277,480 
Other investments  1,817,085  1,247,024 

Total investments  51,325,298  60,376,504 

Cash and cash equivalents (2022 and 2021 include $27,235 and $23,763 related to consolidated variable interest 
entities)  1,919,669  4,508,982 

Coinsurance deposits (net of allowance for credit losses of $8,737 as of 2022 and $2,264 as of 2021)  13,208,399  8,850,608 
Accrued investment income (2022 and 2021 include $3,444 and $3 related to consolidated variable interest 

entities)  497,851  445,097 
Deferred policy acquisition costs  3,562,075  2,222,769 
Deferred sales inducements  2,593,350  1,546,073 
Deferred income taxes  220,873  — 
Income taxes recoverable  55,498  166,586 
Other assets (2022 and 2021 include $10,690 and $1,524 related to consolidated variable interest entities)  543,128  232,490 
Total assets $ 73,926,141 $ 78,349,109 

Liabilities and Stockholders' Equity
Liabilities:

Policy benefit reserves $ 61,118,134 $ 65,477,778 
Other policy funds and contract claims  512,790  226,844 
Notes and loan payable  792,073  496,250 
Subordinated debentures  78,753  78,421 
Deferred income taxes  —  541,972 
Funds withheld for reinsurance liabilities  6,577,426  3,124,740 
Other liabilities (2022 and 2021 include $78,644 and $20,168 related to consolidated variable interest entities)  1,656,509  2,079,977 

Total liabilities  70,735,685  72,025,982 

Stockholders' equity:
Preferred stock, Series A; par value $1 per share; $400,000 aggregate liquidation preference; 20,000 shares 

authorized; issued and outstanding: 2022 and 2021 - 16,000 shares  16  16 
Preferred stock, Series B; par value $1 per share; $300,000 aggregate liquidation preference; 12,000 shares 

authorized; issued and outstanding: 2022 and 2021 - 12,000 shares  12  12 

Common stock; par value $1 per share; 200,000,000 shares authorized; issued and outstanding: 
     2022 - 84,810,255 shares (excluding 24,590,353 treasury shares); 
     2021 - 92,513,517 shares (excluding 9,936,715 treasury shares)  84,810  92,514 
Additional paid-in capital  1,325,316  1,614,374 
Accumulated other comprehensive income (loss)  (2,155,055)  1,848,789 
Retained earnings  3,914,124  2,767,422 

Total stockholders' equity attributable to American Equity Investment Life Holding Company  3,169,223  6,323,127 
Noncontrolling interests  21,233  — 

Total stockholders' equity  3,190,456  6,323,127 
Total liabilities and stockholders' equity $ 73,926,141 $ 78,349,109 

See accompanying notes to consolidated financial statements.
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Year Ended December 31,
2022 2021 2020

Revenues:
Premiums and other considerations $ 19,739 $ 58,202 $ 39,382 
Annuity product charges  230,354  242,631  251,227 
Net investment income  2,307,463  2,037,475  2,182,078 
Change in fair value of derivatives  (1,138,128)  1,348,735  34,666 
Net realized losses on investments  (47,848)  (13,242)  (80,680) 
Other revenue  43,921  15,670  — 
Loss on extinguishment of debt  —  —  (2,024) 

Total revenues  1,415,501  3,689,471  2,424,649 

Benefits and expenses:
Insurance policy benefits and change in future policy benefits  31,099  67,983  49,742 
Interest sensitive and index product benefits  889,650  2,681,406  1,543,270 
Amortization of deferred sales inducements  408,548  152,692  438,164 
Change in fair value of embedded derivatives  (2,352,598)  (358,302)  (1,286,787) 
Interest expense on notes and loan payable  32,098  25,581  25,552 
Interest expense on subordinated debentures  5,331  5,324  5,557 
Amortization of deferred policy acquisition costs  615,300  268,328  649,554 
Other operating costs and expenses  239,616  243,712  183,636 

Total benefits and expenses  (130,956)  3,086,724  1,608,688 
Income before income taxes  1,546,457  602,747  815,961 
Income tax expense  325,155  128,755  144,501 
Net income  1,221,302  473,992  671,460 
Less: Net income available to noncontrolling interests  358  —  — 
Net income available to American Equity Investment Life Holding Company stockholders  1,220,944  473,992  671,460 
Less: Preferred stock dividends  43,675  43,675  33,515 
Net income available to American Equity Investment Life Holding Company common 

stockholders $ 1,177,269 $ 430,317 $ 637,945 

Earnings per common share $ 13.00 $ 4.58 $ 6.93 
Earnings per common share - assuming dilution $ 12.86 $ 4.55 $ 6.90 

Weighted average common shares outstanding (in thousands):
Earnings per common share  90,558  93,860  92,055 
Earnings per common share - assuming dilution  91,538  94,491  92,392 

See accompanying notes to consolidated financial statements.
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Year Ended December 31,
2022 2021 2020

Net income $ 1,221,302 $ 473,992 $ 671,460 
Other comprehensive income (loss):

Change in net unrealized investment gains/losses (1)  (5,064,286)  (441,008)  1,058,289 
Reclassification of unrealized investment gains/losses to net income (1)  (7,516)  (4,044)  16,690 

Other comprehensive income (loss) before income tax  (5,071,802)  (445,052)  1,074,979 
Income tax effect related to other comprehensive income (loss)  1,067,958  90,284  (225,746) 
Other comprehensive income (loss)  (4,003,844)  (354,768)  849,233 
Comprehensive income (loss) $ (2,782,542) $ 119,224 $ 1,520,693 

(1) Net of related adjustments to amortization of deferred sales inducements, deferred policy acquisition costs and policy benefit reserves.

See accompanying notes to consolidated financial statements.
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Preferred
Stock

Common
Stock

Additional
Paid-in
Capital

Accumulated
Other

Comprehensive
Income (Loss)

Retained
Earnings

Noncontrolling
Interest

Total
Stockholders'

Equity
Balance at December 31, 2019 $ 16 $ 91,107 $ 1,212,311 $ 1,354,324 $ 1,768,764 $ — $ 4,426,522 
Net income for the year  —  —  —  —  671,460  —  671,460 
Other comprehensive income  —  —  —  849,233  —  —  849,233 
Issuance of preferred stock  12  —  290,248  —  —  —  290,260 
Share-based compensation  —  —  10,215  —  —  —  10,215 
Issuance of common stock  —  10,053  328,008  —  —  —  338,061 
Treasury stock acquired, common  —  (5,439)  (159,655)  —  —  —  (165,094) 
Cumulative effect of change in 

accounting principle  —  —  —  —  (9,295)  —  (9,295) 
Dividends on preferred stock  —  —  —  —  (33,515)  —  (33,515) 
Dividends on common stock ($0.32 per 

share)  —  —  —  —  (28,859)  —  (28,859) 
Balance at December 31, 2020  28  95,721  1,681,127  2,203,557  2,368,555  —  6,348,988 
Net income for the year  —  —  —  —  473,992  —  473,992 
Other comprehensive loss  —  —  —  (354,768)  —  —  (354,768) 
Share-based compensation  —  —  24,601  —  —  —  24,601 
Issuance of common stock  —  460  4,394  —  —  —  4,854 
Treasury stock acquired, common  —  (3,667)  (95,748)  —  —  —  (99,415) 
Dividends on preferred stock  —  —  —  —  (43,675)  —  (43,675) 
Dividends on common stock ($0.34 per 

share)  —  —  —  —  (31,450)  —  (31,450) 
Balance at December 31, 2021  28  92,514  1,614,374  1,848,789  2,767,422  —  6,323,127 
Net income for the year  —  —  —  —  1,220,944  358  1,221,302 
Other comprehensive loss  —  —  —  (4,003,844)  —  —  (4,003,844) 
Share-based compensation  —  —  15,827  —  —  —  15,827 
Issuance of common stock  —  7,112  246,866  —  —  —  253,978 
Treasury stock acquired, common  —  (14,816)  (551,751)  —  —  —  (566,567) 
Dividends on preferred stock  —  —  —  —  (43,675)  —  (43,675) 
Dividends on common stock ($0.36 per 

share)  —  —  —  —  (30,567)  —  (30,567) 
Contributions from noncontrolling 

interests  —  —  —  —  —  20,875  20,875 
Balance at December 31, 2022 $ 28 $ 84,810 $ 1,325,316 $ (2,155,055) $ 3,914,124 $ 21,233 $ 3,190,456 

See accompanying notes to consolidated financial statements.
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Operating activities
Net income $ 1,221,302 $ 473,992 $ 671,460 
Adjustments to reconcile net income to net cash provided by operating activities:

Interest sensitive and index product benefits  889,650  2,681,406  1,543,270 
Amortization of deferred sales inducements  408,548  152,692  438,164 
Annuity product charges  (230,354)  (242,631)  (251,227) 
Change in fair value of embedded derivatives  (2,352,598)  (358,302)  (1,286,787) 
Change in traditional life and accident and health insurance reserves  (26,973)  40,090  8,694 
Policy acquisition costs deferred  (198,623)  (307,857)  (255,154) 
Amortization of deferred policy acquisition costs  615,300  268,328  649,554 
Provision for depreciation and other amortization  14,185  5,527  5,199 
Amortization of discounts and premiums on investments  2,640  19,861  57,437 
Loss on extinguishment of debt  —  —  2,024 
Realized gains/losses on investments  47,848  13,242  80,680 
Change in fair value of derivatives  1,138,127  (1,348,704)  (34,668) 
Distributions from equity method investments  4,090  12,409  1,968 
Deferred income taxes  304,946  128,423  141,071 
Share-based compensation  15,827  24,601  10,215 
Change in accrued investment income  (52,754)  (47,015)  74,744 
Change in income taxes recoverable/payable  111,088  (165,724)  (1,291) 
Change in other assets  (30,973)  (4,464)  (849) 
Change in other policy funds and contract claims  279,936  (19,809)  (21,865) 
Change in collateral held for derivatives  (851,971)  17,423  (72,413) 
Change in collateral held for securities lending  —  —  (495,039) 
Change in funds withheld from reinsurers  931,600  3,124,740  — 
Change in other liabilities  24,987  (221,726)  38,995 
Other  (221,647)  (13,338)  804 

Net cash provided by operating activities  2,044,181  4,233,164  1,304,986 

Investing activities
Sales, maturities, or repayments of investments:

Fixed maturity securities, available for sale  9,691,210  4,490,736  8,291,316 
Mortgage loans on real estate  1,916,328  862,666  378,812 
Derivative instruments  584,055  2,260,959  860,520 
Other investments  739,027  368,837  4,324 

Acquisitions of investments:
Fixed maturity securities, available for sale  (8,894,629)  (9,206,733)  (2,429,114) 
Mortgage loans on real estate  (3,092,385)  (2,386,712)  (1,121,756) 
Real estate investments acquired  (724,484)  (335,767)  — 
Derivative instruments  (790,229)  (748,061)  (730,333) 
Other investments  (1,842,843)  (1,512,123)  (105,925) 

Purchases of property, furniture and equipment  (40,961)  (18,109)  (13,240) 
Net cash provided by (used in) investing activities  (2,454,911)  (6,224,307)  5,134,604 

Year Ended December 31,
2022 2021 2020
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Financing activities
Receipts credited to annuity policyholder account balances $ 3,316,221 $ 5,910,024 $ 3,648,936 
Coinsurance deposits  (186,637)  (3,187,332)  430,644 
Return of annuity policyholder account balances  (5,257,487)  (5,145,193)  (4,040,054) 
Repayment of loan payable  (3,750)  —  — 
Proceeds from issuance of loan payable  300,000  —  — 
Repayment of subordinated debentures  —  —  (81,450) 
Proceeds from issuance of common stock, net  253,978  4,854  338,061 
Acquisition of treasury stock  (566,567)  (99,415)  (165,094) 
Proceeds from issuance of preferred stock, net  —  —  290,260 
Change in checks in excess of cash balance  39,901  (3,210)  3,611 
Dividends paid on common stock  (30,567)  (31,450)  (28,859) 
Dividends paid on preferred stock  (43,675)  (43,675)  (33,515) 
Net cash provided by (used in) financing activities  (2,178,583)  (2,595,397)  362,540 
Increase (decrease) in cash and cash equivalents  (2,589,313)  (4,586,540)  6,802,130 
Cash and cash equivalents at beginning of year  4,508,982  9,095,522  2,293,392 
Cash and cash equivalents at end of year $ 1,919,669 $ 4,508,982 $ 9,095,522 

Supplemental disclosures of cash flow information
Cash paid during the year for:

Interest expense $ 36,289 $ 30,000 $ 31,427 
Income taxes  4,873  165,537  4,842 

Income tax refunds received  98,644  —  — 
Non-cash operating activity:

Deferral of sales inducements  107,691  95,160  93,610 

Year Ended December 31,
2022 2021 2020

See accompanying notes to consolidated financial statements.
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AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.     Significant Accounting Policies

Nature of Operations

American Equity Investment Life Holding Company ("we", "us", "our" or "parent company"), through its wholly-owned subsidiaries, 
American Equity Investment Life Insurance Company ("American Equity Life"), American Equity Investment Life Insurance Company of 
New York ("American Equity Life of New York") and Eagle Life Insurance Company ("Eagle Life"), is licensed to sell insurance products in 
50 states and the District of Columbia at December 31, 2022.  We operate solely in the insurance business.

We market fixed index and fixed rate annuities.  Annuity deposits (net of coinsurance) collected in 2022, 2021 and 2020, by product type 
were as follows: 

Year Ended December 31,
Product Type 2022 2021 2020

(Dollars in thousands)
Fixed index annuities $ 2,202,688 $ 3,026,211 $ 2,309,580 
Annual reset fixed rate annuities  5,535  6,000  7,846 
Multi-year fixed rate annuities  139,092  2,452,994  1,295,843 
Single premium immediate annuities (SPIA)  18,935  59,816  33,461 

$ 2,366,250 $ 5,545,021 $ 3,646,730 

Agents contracted with us through four national marketing organizations accounted for more than 10% of annuity deposits we collected 
during 2022 representing 22%, 16%, 10%, and 10% individually, of the annuity deposits collected.  Agents contracted with us through two 
national marketing organization accounted for more than 10% of annuity deposits we collected during 2021 representing 14% and 11%, 
individually, of the annuity deposits collected.  Agents contracted with us through two national marketing organization accounted for more 
than 10% of annuity deposits we collected during 2020 representing 17% and 10%, individually, of the annuity deposits collected. 

Consolidation and Basis of Presentation

The consolidated financial statements include our accounts and our wholly-owned subsidiaries:  American Equity Life, American Equity Life 
of New York, Eagle Life, AERL, L.C., AE Capital, LLC., American Equity Investment Properties, L.C., High Trestle Investment 
Management, LLC., AEL RE Vermont, Inc., AEL Re Bermuda, Ltd, NC Securities Holdco, LLC, AEL Financial Services, LLC, and North 
Wolf Bay Holdings, LLC.  All significant intercompany accounts and transactions have been eliminated.  

In addition, our consolidated financial statements include variable interest entities ("VIE"s) in which we are the primary beneficiary.  We have 
relationships with various special purpose entities and other legal entities that must be evaluated to determine if the entities meet the criteria 
of a VIE.  This assessment is performed by reviewing contractual, ownership and other rights and requires use of judgment.  First, we 
determine if we hold a variable interest in an entity by assessing if we have the right to receive expected losses and expected residual returns 
of the entity.  If we hold a variable interest, then the entity is assessed to determine if it is a VIE.  An entity is a VIE if the equity at risk is not 
sufficient to support its activities, if the equity holders lack a controlling financial interest or if the entity is structured with non-substantive 
voting rights.  In addition to the previous criteria, if the entity is a limited partnership or similar entity, it is a VIE if the limited partners do not 
have the power to direct the entity’s most significant activities through substantive kick-out rights or participating rights.  A VIE is evaluated 
to determine the primary beneficiary.  The primary beneficiary of a VIE is the enterprise with (1) the power to direct the activities of a VIE 
that most significantly impact the entity's economic performance and (2) the obligation to absorb losses of the entity or the right to receive 
benefits from the entity that could potentially be significant to the VIE.  When we are the primary beneficiary, we are required to consolidate 
the entity in our financial statements.  We reassess our involvement with VIEs on a quarterly basis.  For further information about VIEs, refer 
to Note 5 – Variable Interest Entities.

Estimates and Assumptions

The preparation of consolidated financial statements in conformity with U.S. generally accepted accounting principles ("GAAP") requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the reporting 
period.  Significant estimates and assumptions are utilized in the calculation of deferred policy acquisition costs, deferred sales inducements, 
policy benefit reserves, including the liability for lifetime income benefit riders and the fair value of embedded derivatives in fixed index 
annuity contracts, valuation of derivatives, valuation of investments, valuation of real estate, allowances for credit losses on available-for-sale 
fixed maturity securities, allowances for loan losses on mortgage loans and valuation allowances on deferred tax assets.  A description of each 
critical estimate is incorporated within the discussion of the related accounting policies which follow.  It is reasonably possible that actual 
experience could differ from the estimates and assumptions utilized.
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Investments

Fixed maturity securities (bonds maturing more than one year after issuance) that may be sold prior to maturity are classified as available for 
sale.  Available for sale securities are reported at fair value and unrealized gains and losses, if any, on these securities are included directly in 
a separate component of stockholders' equity, net of income taxes and certain adjustments for assumed changes in amortization of deferred 
policy acquisition costs, deferred sales inducements and policy benefit reserves.  Fair values, as reported herein, of fixed maturity securities 
are based on quoted market prices in active markets when available, or for those fixed maturity securities not actively traded, yield data and 
other factors relating to instruments or securities with similar characteristics are used.  See Note 2 - Fair Value of Financial Instruments for 
more information on the determination of fair value.  Premiums and discounts are amortized/accrued using methods which result in a constant 
yield over the securities' expected lives.  Amortization/accrual of premiums and discounts on residential and commercial mortgage backed 
securities incorporate prepayment assumptions to estimate the securities' expected lives.  Interest income is recognized as earned.

Available-for-sale fixed maturity securities are subject to an allowance for credit loss and changes in the allowance are reported in net income 
as a component of net realized losses on investments. See Note 3 - Investments for further discussion of the allowance for credit losses on 
available-for-sale fixed maturity securities.

Mortgage loans on real estate are reported at cost adjusted for amortization of premiums and accrual of discounts and net of valuation 
allowances.  Interest income is recorded when earned; however, interest ceases to accrue for loans on which interest is more than 90 days past 
due based upon contractual terms and/or when the collection of interest is not considered probable.  Interest income on impaired loans is 
recorded on a cash basis.  Any changes in the loan valuation allowances are reported in net realized losses on investments.  See Note 4 - 
Mortgage Loans on Real Estate for further discussion of the valuation allowance on the mortgage loan portfolios.

Beginning in 2021, we held residential real estate investments through consolidation of an investment company VIE.  As this is an investment 
company VIE, the residential real estate investments are reported at fair value and the change in fair value on these investments is reported in 
net income as a component of net investment income.  Fair values of residential real estate investments are initially based on the cost to 
purchase the properties and subsequently based on a discounted cash flow methodology.  See Note 2 – Fair Values of Financial Instruments 
for more information on the determination of fair value.  The residential real estate investments are leased to renters through operating lease 
arrangements.  Rental income is recognized on a straight-line basis over the term of the respective leases.

Beginning in 2022, we held a commercial real estate investment in the ultra-luxury hospitality sector through consolidation of a VIE that is 
not an investment company.  The commercial real estate investment is held at depreciated cost and was initially held at the cost to purchase 
the property. 

Our limited partnerships and limited liability companies are accounted for either using the equity method of accounting, NAV as a practical 
expedient, or fair value.  For our equity method investments, we record our share of earnings and losses of the limited partnership or limited 
liability company as a component of net investment income.  Our consolidated limited partnerships are measured using NAV as a practical 
expedient, as the investments do not have a readily determinable fair value and the investments are in an investment company within scope of 
Topic 946.  Our consolidated real estate limited liability companies are fair valued on a recurring basis using the methods described in Note 2 
– Fair Values of Financial Instruments.  For all of our limited partnerships and limited liability company investments, recognition of income 
is reported on a quarter lag due to the availability of the related financial statements of the limited partnerships and limited liability 
companies.

Other invested assets include company owned life insurance, equity securities, short-term debt securities with maturities of greater than three 
months but less than twelve months when purchased, and short-term loans and collateral loans with maturities less than one year.  Company 
owned life insurance is recorded at the amount that can be realized under the insurance contract at the end of the reporting period, which is the 
cash surrender value adjusted for other charges or other amounts due that are probable at settlement.  Dividends are recognized when 
declared. 

Realized gains and losses on sales of investments are determined on the basis of specific identification based on the trade date.

Federal Home Loan Bank

During the first quarter of 2022, American Equity Life became a member of the Federal Home Loan Bank (“FHLB”) which provides access 
to collateralized borrowings and other FHLB products.  We may also issue funding agreements to the FHLB.  Both the collateralized 
borrowings and funding agreements require us to pledge qualified assets as collateral.  Obligations arising from funding agreements are used 
in investment spread activities and reported in Other policy funds and contract claims on the Consolidated Balance Sheets.  See Note 14 - 
Commitments and Contingencies for more information on the funding agreements issued.  Entering into FHLB membership, borrowings and 
funding agreements requires the ownership of FHLB stock and the pledge of assets as collateral.  See Note 2 - Fair Value of Financial 
Instruments and Note 14 - Commitments and Contingencies for more information on the common stock purchased and assets pledged as 
collateral.

Table of Contents
AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F-13



Derivative Instruments

Our derivative instruments include call options used to fund fixed index annuity credits and interest rate swaps which were designated as fair 
value hedges.   Our call option derivative instruments are recognized in the balance sheet at fair value and changes in fair value are recognized 
immediately in operations. 

A fair value hedge is a hedge of the exposure to changes in the fair value of a recognized asset or liability, or of an unrecognized firm 
commitment, that are attributable to a particular risk.  The accounting for a fair value hedge is determined at hedge inception.  Hedge 
accounting can be applied if, at inception, and throughout the hedging period, the changes in the fair value of the derivative are highly 
effective at offsetting the changes in fair value of the hedged asset, liability or unrecognized firm commitment that are attributable to the risk 
being hedged.  When hedge accounting is applied, the change in fair value of the hedged asset, liability or unrecognized firm commitment 
attributable to the hedged risk are reported in the same line item in the Consolidated Statements of Operations as the changes in fair value of 
the derivative instrument.  For fair value hedges of fixed maturity securities, the change in fair value attributable to the risk being hedged is 
recognized in the Change in fair value of derivatives line item of the Consolidated Statements of Operations.  For any change in fair value of 
our interest rate swaps that are excluded from hedge effectiveness, we have elected to recognize the change immediately in earnings rather 
than amortizing over the life of the hedge.

At hedge inception, we formally document our risk management objective and strategy for entering into hedging relationships for any fair 
value hedge.  We also quantitatively test for hedge effectiveness using statistical regression analysis on both a prospective and retrospective 
basis.  The results of the testing determine whether we have a highly effective hedging relationship and can apply hedge accounting. 

Prior to the redemption of our floating rate subordinated debentures in 2020, our derivative instruments also included an interest rate swap 
and interest rate caps which were used to manage interest rate risk associated with the floating rate component on certain of our subordinated 
debentures.  These interest rate swaps and interest rate caps were recognized in the balance sheet at fair value and changes in fair value were 
recognized immediately in operations.

See Note 6 - Derivative Instruments for more information on derivative instruments.

Cash and Cash Equivalents

We consider all highly liquid debt instruments purchased with an original maturity of three months or less to be cash equivalents.

Book Overdrafts

Under our cash management system, checks issued but not yet presented to banks frequently result in overdraft balances for accounting 
purposes and are classified as Other liabilities on our consolidated balance sheets.  We report the changes in the amount of the overdraft 
balance as a financing activity in our consolidated statement of cash flows as Change in checks in excess of cash balance.

Deferred Policy Acquisition Costs and Deferred Sales Inducements

For annuity products, these costs are being amortized in proportion to actual and expected gross profits.  Actual and expected gross profits 
include the excess of net investment income earned over the interest credited or the cost of providing index credits to the policyholders, or the 
"investment spread"; and to a lesser extent, product charges and fees net of expected excess payments for lifetime income benefit riders and 
certain policy expenses.  Actual and expected gross profits for fixed index annuities also include the impact of amounts recorded for the 
change in fair value of derivatives and the change in fair value of embedded derivatives.  Current period amortization is adjusted 
retrospectively through an unlocking process when estimates of actual and expected gross profits (including the impact of net realized gains 
(losses) on investments) to be realized from a group of products are revised.  Deferred policy acquisition costs and deferred sales inducements 
are also adjusted for the change in amortization that would have occurred if available for sale fixed maturity securities had been sold at their 
aggregate fair value at the end of the reporting period and the proceeds reinvested at current yields.  The impact of this adjustment is included 
in accumulated other comprehensive income (loss) within consolidated stockholders' equity, net of applicable taxes.  See Note 7 - Deferred 
Policy Acquisition Costs, Deferred Sales Inducements and Liability for Lifetime Income Benefit Riders for more information on deferred 
policy acquisition costs and deferred sales inducements.

Policy Benefit Reserves

Policy benefit reserves for fixed index annuities with returns linked to the performance of a specified market index are equal to the sum of the 
fair value of the embedded derivatives and the host (or guaranteed) component of the contracts.  The host value is established at inception of 
the contract and accreted over the policy's life at a constant rate of interest.  Future policy benefit reserves for fixed index annuities earning a 
fixed rate of interest and other deferred annuity products are computed under a retrospective deposit method and represent policy account 
balances before applicable surrender charges.  For the years ended December 31, 2022, 2021 and 2020, interest crediting rates for these 
products ranged from 1.45% to 2.65%. 
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The liability for lifetime income benefit riders is based on the actual and present value of expected benefit payments to be paid in excess of 
projected policy values recognizing the excess over the expected lives of the underlying policies based on the actual and present value of 
expected assessments including investment spreads, product charges and fees.  The inputs used in the calculation of the liability for lifetime 
income benefit riders include actual policy values, actual income account values, actual payout factors, actual roll-up rates and our best 
estimate assumptions for future policy growth, expected utilization of lifetime income benefit riders, which includes the ages at which 
policyholders are expected to elect to begin to receive lifetime income benefit payments and the percentage of policyholders who elect to 
receive lifetime income benefit payments, the type of income benefit payments selected upon election and future assumptions for lapse, 
partial withdrawal and mortality rates.  See Note 7 - Deferred Policy Acquisition Costs, Deferred Sales Inducements and Liability for Lifetime 
Income Benefit Riders for more information on lifetime income benefit rider reserves.

Policy benefit reserves are not reduced for amounts ceded under coinsurance agreements which are reported as coinsurance deposits on our 
consolidated balance sheets.  See Note 8 - Reinsurance and Policy Provisions for more information on reinsurance.

Deferred Income Taxes

Deferred income tax assets or liabilities are computed based on the temporary differences between the financial statement and income tax 
bases of assets and liabilities using the enacted marginal tax rate.  The effect on deferred income tax assets and liabilities resulting from a 
change in the enacted marginal tax rate is recognized in income in the period that includes the enactment date.  Deferred income tax expenses 
or benefits are based on the changes in the asset or liability from period to period.  Deferred income tax assets are subject to ongoing 
evaluation of whether such assets will more likely than not be realized.  The realization of deferred income tax assets primarily depends on 
generating future taxable income during the periods in which temporary differences become deductible.  Deferred income tax assets are 
reduced by a valuation allowance if, based on the weight of available evidence, it is more likely than not that some portion or all of the 
deferred tax asset will not be realized.  In making such a determination, all available positive and negative evidence, including scheduled 
reversals of deferred tax liabilities, projected future taxable income, tax planning strategies and recent financial operations, is considered.  The 
realization of deferred income tax assets related to unrealized losses on available-for-sale fixed maturity securities is also based upon our 
intent and ability to hold those securities for a period of time sufficient to allow for a recovery in fair value and not realize the unrealized loss. 
See Note 9 - Income Taxes for more information on deferred income taxes.

Recognition of Premium Revenues and Costs

Revenues for annuity products include surrender and living income benefit rider charges assessed against policyholder account balances 
during the period.  Interest sensitive and index product benefits related to annuity products include interest credited or index credits to 
policyholder account balances pursuant to accounting by insurance companies for certain long-duration contracts.  The change in fair value of 
the embedded derivatives for fixed index annuities equals the change in the difference between policy benefit reserves for fixed index 
annuities computed under the derivative accounting standard and the long-duration contracts accounting standard at each balance sheet date.

Considerations from immediate annuities and supplemental contract annuities with life contingencies are recognized as revenue when the 
policy is issued.

All insurance-related revenues, including the change in the fair value of derivatives for call options related to the business ceded under 
coinsurance agreements (see Note 8 - Reinsurance and Policy Provisions), benefits, losses and expenses are reported net of reinsurance ceded.  
Revenue and fees associated with reinsurance agreements (see Note 8 - Reinsurance and Policy Provisions) are recognized in Other revenue 
when earned over the life of the reinsured policies or when service is performed.

Other Comprehensive Income (Loss)

Other comprehensive income (loss) includes all changes in stockholders' equity during a period except those resulting from investments by 
and distributions to stockholders.  Other comprehensive income (loss) excludes net realized investment gains (losses) included in net income 
which represents transfers from unrealized to realized gains and losses.

Reclassifications

Certain amounts in the prior years' consolidated financial statements and related footnotes thereto have been reclassified to conform with the 
current year presentation.
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Adopted Accounting Pronouncements

In June 2016, the Financial Accounting Standards Board ("FASB") issued an accounting standards update ("ASU") that significantly changed 
the impairment model for most financial assets that are measured at amortized cost and certain other instruments from an incurred loss model 
to an expected loss model that requires these assets be presented at the net amount expected to be collected.  In addition, credit losses on 
available-for-sale debt securities are recorded through an allowance account subsequent to the adoption of this ASU.  We adopted this ASU 
on January 1, 2020.  The adoption of this ASU resulted in an increase in our mortgage loan allowance for credit losses of $8.6 million and the 
recognition of an allowance for credit losses on our reinsurance recoverable/coinsurance deposits balances of $3.2 million on the date of 
adoption.  Retained earnings was decreased by $9.3 million, which reflects the net of tax impact of the increase in the mortgage loan 
allowance for credit losses and the recognition of an allowance for credit losses on our reinsurance recoverable/coinsurance deposits balances 
on the date of adoption.

New Accounting Pronouncements  

In August 2018, the FASB issued an ASU that revises certain aspects of the measurement models and disclosure requirements for long 
duration insurance and investment contracts.  The FASB’s objective in issuing this ASU is to improve, simplify, and enhance the accounting 
for long-duration contracts.  The revisions include updating cash flow assumptions in the calculation of the liability for traditional life 
products, introducing the term ‘market risk benefit’ (“MRB”) and requiring all contract features meeting the definition of an MRB to be 
measured at fair value with the change in fair value recognized in net income excluding the change in fair value related to our own-credit risk 
which is recognized in AOCI and simplifying the method used to amortize deferred policy acquisition costs and deferred sales inducements to 
a constant level basis over the expected term of the related contracts rather than based on actual and estimated gross profits and enhancing 
disclosure requirements.  While this ASU is effective for us January 1, 2023, the transition date (the remeasurement date) is January 1, 2021.  
We will adopt the guidance on a modified retrospective basis related to the future policy benefit and deferred acquisition costs.  The guidance 
for market risk benefits will be applied retrospectively.

While we continue to evaluate the impact of adopting this standard, we expect the adoption to have a material impact to our financial 
condition, results of operations, statements of cash flows, and disclosures.  The estimated impact to stockholders' equity at January 1, 2021 is 
an increase between $1.5 billion and $2.0 billion, with most of this impact reflected in accumulated other comprehensive income ("AOCI").  
The impact to retained earnings is expected to be less than $100.0 million.

The most significant drivers of the transition adjustment include changes related to MRBs including the impacts of our own-credit risk 
adjustment and removal of the deferred acquisition cost, deferred sales inducement, and policy benefit reserve balances recorded in AOCI 
related to changes in unrealized appreciation (depreciation) on available for sale fixed maturity securities. 

We have created a governance framework and implementation plan for the adoption of this standard.  We have designed internal controls 
related to the new processes created as part of implementing the updated standard, and we will continue to execute the controls through the 
implementation and first reporting date. 
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2.     Fair Values of Financial Instruments

The following sets forth a comparison of the carrying amounts and fair values of our financial instruments:

December 31,
2022 2021

Carrying
Amount Fair Value

Carrying
Amount Fair Value

(Dollars in thousands)
Assets
Fixed maturity securities, available for sale $ 39,804,617 $ 39,804,617 $ 51,305,943 $ 51,305,943 
Mortgage loans on real estate  6,949,027  6,502,463  5,687,998  5,867,227 
Real estate investments  1,056,063  1,056,063  337,939  337,939 
Limited partnerships and limited liability companies  684,835  684,835  168,711  168,711 
Derivative instruments  431,727  431,727  1,277,480  1,277,480 
Other investments  1,817,085  1,817,085  1,247,024  1,247,024 
Cash and cash equivalents  1,919,669  1,919,669  4,508,982  4,508,982 
Coinsurance deposits  13,208,399  12,000,116  8,850,608  7,938,292 

Liabilities
Policy benefit reserves  60,743,370  55,572,896  65,076,041  56,375,076 
Single premium immediate annuity (SPIA) benefit reserves  212,119  221,130  226,207  235,891 
Other policy funds - FHLB  300,000  300,000  —  — 
Notes and loan payable  792,073  774,220  496,250  569,485 
Subordinated debentures  78,753  87,293  78,421  93,721 

Fair value is the price that would be received to sell an asset or paid to transfer a liability (exit price) in an orderly transaction between market 
participants at the measurement date.  The objective of a fair value measurement is to determine that price for each financial instrument at 
each measurement date.  We meet this objective using various methods of valuation that include market, income and cost approaches.

We categorize our financial instruments into three levels of fair value hierarchy based on the priority of inputs used in determining fair value.  
The hierarchy defines the highest priority inputs (Level 1) as quoted prices in active markets for identical assets or liabilities.  The lowest 
priority inputs (Level 3) are our own assumptions about what a market participant would use in determining fair value such as estimated 
future cash flows.  In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy.  In such 
cases, a financial instrument's level within the fair value hierarchy is based on the lowest level of input that is significant to the fair value 
measurement.  Our assessment of the significance of a particular input to the fair value measurement in its entirety requires judgment and 
considers factors specific to the financial instrument.  We categorize financial assets and liabilities recorded at fair value in the consolidated 
balance sheets as follows:

Level 1 – Quoted prices are available in active markets for identical financial instruments as of the reporting date.  We do not adjust 
the quoted price for these financial instruments, even in situations where we hold a large position and a sale could 
reasonably impact the quoted price.

Level 2 – Quoted prices in active markets for similar financial instruments, quoted prices for identical or similar financial instruments 
in markets that are not active; and models and other valuation methodologies using inputs other than quoted prices that are 
observable.

Level 3 – Models and other valuation methodologies using significant inputs that are unobservable for financial instruments and 
include situations where there is little, if any, market activity for the financial instrument.  The inputs into the determination 
of fair value require significant management judgment or estimation.  Financial instruments that are included in Level 3 are 
securities for which no market activity or data exists and for which we used discounted expected future cash flows with our 
own assumptions about what a market participant would use in determining fair value.

NAV – Our consolidated limited partnership funds are typically measured using NAV as a practical expedient in determining fair 
value and are not classified in the fair value hierarchy.  Our carrying value reflects our pro rata ownership percentage as 
indicated by NAV in the investment fund financial statements and is recorded on a quarter lag due to the timing of when 
financial statements are available.

Transfers of securities among the levels occur at times and depend on the type of inputs used to determine fair value of each security.  
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Our assets and liabilities which are measured at fair value on a recurring basis as of December 31, 2022 and 2021 are presented below based 
on the fair value hierarchy levels:

Total
Fair Value NAV

Quoted 
Prices

in Active
Markets
(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

(Dollars in thousands)
December 31, 2022
Assets
Fixed maturity securities, available for sale:

U.S. Government and agencies $ 169,071 $ — $ 26,184 $ 142,887 $ — 
States, municipalities and territories  3,822,982  —  —  3,822,982  — 
Foreign corporate securities and foreign governments  676,852  —  —  676,852  — 
Corporate securities  24,161,921  —  —  23,759,573  402,348 
Residential mortgage backed securities  1,377,611  —  —  1,377,611  — 
Commercial mortgage backed securities  3,687,478  —  —  3,687,478  — 
Other asset backed securities  5,908,702  —  —  5,465,784  442,918 

Other investments  1,013,297  —  398,280  615,017  — 
Real estate investments  940,559  —  —  —  940,559 
Limited partnerships and limited liability companies  684,835  620,626  —  —  64,209 
Derivative instruments  431,727  —  —  431,727  — 
Cash and cash equivalents  1,919,669  —  1,919,669  —  — 

$ 44,794,704 $ 620,626 $ 2,344,133 $ 39,979,911 $ 1,850,034 
Liabilities
Funds withheld liability - embedded derivative $ (441,864) $ — $ — $ — $ (441,864) 
Fixed index annuities - embedded derivatives  4,820,845  —  —  —  4,820,845 

$ 4,378,981 $ — $ — $ — $ 4,378,981 

December 31, 2021
Assets
Fixed maturity securities, available for sale:

U.S. Government and agencies $ 1,078,746 $ — $ 32,737 $ 1,046,009 $ — 
States, municipalities and territories  3,927,201  —  —  3,927,201  — 
Foreign corporate securities and foreign governments  402,545  —  —  402,545  — 
Corporate securities  34,660,234  —  32,700  34,627,534  — 
Residential mortgage backed securities  1,125,049  —  —  1,125,049  — 
Commercial mortgage backed securities  4,840,311  —  —  4,840,311  — 
Other asset backed securities  5,271,857  —  —  5,271,857  — 

Other investments  12,226  —  —  5,877  6,349 
Real estate investments  337,939  —  —  —  337,939 
Limited partnerships and limited liability companies  168,711  168,711  —  —  — 
Derivative instruments  1,277,480  —  —  1,277,480  — 
Cash and cash equivalents  4,508,982  —  4,508,982  —  — 

$ 57,611,281 $ 168,711 $ 4,574,419 $ 52,523,863 $ 344,288 
Liabilities
Funds withheld liability - embedded derivative $ (2,362) $ — $ — $ (2,362) $ — 
Fixed index annuities - embedded derivatives  7,964,961  —  —  —  7,964,961 

$ 7,962,599 $ — $ — $ (2,362) $ 7,964,961 
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The following methods and assumptions were used in estimating the fair values of financial instruments during the periods presented in these 
consolidated financial statements.

Fixed maturity securities

The fair values of fixed maturity securities in an active and orderly market are determined by utilizing independent pricing services.  The 
independent pricing services incorporate a variety of observable market data in their valuation techniques, including:

• reported trading prices,
• benchmark yields,
• broker-dealer quotes,
• benchmark securities,
• bids and offers,
• credit ratings,
• relative credit information, and
• other reference data.

The independent pricing services also take into account perceived market movements and sector news, as well as a security's terms and 
conditions, including any features specific to that issue that may influence risk and marketability.  Depending on the security, the priority of 
the use of observable market inputs may change as some observable market inputs may not be relevant or additional inputs may be necessary.  

The independent pricing services provide quoted market prices when available.  Quoted prices are not always available due to market 
inactivity.  When quoted market prices are not available, the third parties use yield data and other factors relating to instruments or securities 
with similar characteristics to determine fair value for securities that are not actively traded.  We generally obtain one value from our primary 
external pricing service.  In situations where a price is not available from this service, we may obtain quotes or prices from additional parties 
as needed.  Market indices of similar rated asset class spreads are considered for valuations and broker indications of similar securities are 
compared.  Inputs used by the broker include market information, such as yield data and other factors relating to instruments or securities with 
similar characteristics.  Valuations and quotes obtained from third party commercial pricing services are non-binding and do not represent 
quotes on which one may execute the disposition of the assets.  

We validate external valuations at least quarterly through a combination of procedures that include the evaluation of methodologies used by 
the pricing services, comparison of the prices to a secondary pricing source, analytical reviews and performance analysis of the prices against 
trends, and maintenance of a securities watch list.  Additionally, as needed we utilize discounted cash flow models or perform independent 
valuations on a case-by-case basis using inputs and assumptions similar to those used by the pricing services.  Although we do identify 
differences from time to time as a result of these validation procedures, we did not make any significant adjustments as of December 31, 2022 
and 2021.

Fixed maturity security valuations that include at least one significant unobservable input are reflected in Level 3 in the fair value hierarchy 
and can include fixed maturity securities across all asset classes.  Quantitative information about the significant unobservable inputs used are 
provided below for fixed maturity securities that were either valued internally or were valued by a third party and the inputs were reasonably 
available.  The fair value of corporate securities that utilized at least one significant unobservable input was $84.7 million and $0 million as of 
December 31, 2022 and 2021, respectively.  A discounted cash flow methodology was utilized in the valuation, which included an 
unobservable liquidity premium of 20 basis points being incorporated along with other observable market data.  The fair value of other asset 
backed securities that utilized at least one significant unobservable input was $296.8 million and $0 million as of December 31, 2022 and 
2021, respectively.  A discounted cash flow methodology was utilized in the valuation, which included unobservable discount rates and 
weighted average lives being incorporated along with other observable market data.  At December 31, 2022, the discount rates used in the fair 
value calculations ranged from 4.04% to 28.58% with a weighted average rate of 4.36%.  At December 31, 2022, the weighted average lives 
used in the fair value calculations ranged from 8.79 years to 12.48 years with a weighted average of 9.29 years.

Mortgage loans on real estate

Mortgage loans on real estate are not measured at fair value on a recurring basis.  The fair values of mortgage loans on real estate are 
calculated using discounted expected cash flows using competitive market interest rates currently being offered for similar loans.  The fair 
values of impaired mortgage loans on real estate that we have considered to be collateral dependent are based on the fair value of the real 
estate collateral (based on appraised values) less estimated costs to sell.  The inputs utilized to determine fair value of all mortgage loans are 
unobservable market data (competitive market interest rates); therefore, fair value of mortgage loans falls into Level 3 in the fair value 
hierarchy.
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Real estate investments

The fair values of residential real estate investments held through consolidation of investment company VIEs are initially calculated based on 
the cost to purchase the properties and subsequently calculated based on a discounted cash flow methodology.  Under the discounted cash 
flow method, net operating income is forecasted assuming a 10-year hold period commencing as of the valuation date.  An additional year is 
forecasted in order to determine the residual sale price at the end of the hold period, using a residual (terminal) capitalization rate.  The 
significant inputs into the fair value calculation under the discounted cash flow method include the residual capitalization rate and discount 
rate.  These inputs are unobservable market data; therefore, fair value of residential real estate investments falls into Level 3 in the fair value 
hierarchy.  At December 31, 2022, the residual capitalization rates used in the fair value calculations ranged from 4.75% to 6.50% with an 
average rate of 5.44%.  At December 31, 2022, the discount rates used in the fair value calculations ranged from 6.00% to 8.00% with an 
average rate of 6.91%.  At December 31, 2021, the residual capitalization rates used in the fair value calculations ranged from 5.00% to 
6.25% with an average rate of 5.72%.  At December 31, 2021, the discount rates used in the fair value calculations ranged from 6.25% to 
7.50% with an average rate of 6.97%.

In Q4 2022, we purchased one real estate investment through consolidation of a VIE that is not measured at fair value on a recurring basis.  
Due to the proximity of the purchase date to year end, the cost to purchase the property approximates fair value.

Limited partnerships and limited liability companies

Two of our consolidated variable interest entities, which are fair valued on a recurring basis, invest in limited liability companies that invest in 
operating entities which hold multifamily real estate properties.  The fair value of our variable interest entities was $64.2 million as of 
December 31, 2022 and falls within Level 3 of the fair value hierarchy.  The fair value of the limited liability companies was obtained from a 
third party and is based on the fair value of the underlying real estate held by the various operating entities.  The real estate is initially 
calculated based on the cost to purchase the properties and subsequently calculated based on a discounted cash flow methodology.  At 
December 31, 2022, the residual capitalization rates used in the fair value calculations of the underlying real estate ranged from 4.25% to 
4.75% with a weighted average rate of 4.46%.  The discount rates used in the fair value calculations of the underlying real estate ranged from 
5.75% to 6.00% with a weighted average rate of 5.86%.  The fair value of this investment falls within Level 3 of the fair value hierarchy.  

Each of our consolidated limited partnership funds, which are measured using NAV as a practical expedient, are closed-end funds that invest 
in infrastructure credit assets and tech-centric middle-market loans, respectively.  Redemptions are not allowed until the funds’ termination 
dates and liquidations begin.  At December 31, 2022, our unfunded commitments for our consolidated limited partnership funds are $926.3 
million.

Derivative instruments

The fair values of our call options are based upon the amount of cash that we will receive to settle each derivative instrument on the reporting 
date.  These amounts are determined by our investment team using industry accepted valuation models and are adjusted for the 
nonperformance risk of each counterparty net of any collateral held.  Inputs include market volatility and risk free interest rates and are used 
in income valuation techniques in arriving at a fair value for each option contract.  The nonperformance risk for each counterparty is based 
upon its credit default swap rate.  We have no performance obligations related to the call options purchased to fund our fixed index annuity 
policy liabilities.

The fair values of our pay fixed/receive float interest rate swaps are determined using internal valuation models that generate discounted 
expected future cash flows by constructing a projected Secured Overnight Financing Rate (SOFR) curve over the term of the swap. 

Other investments

Equity securities and short-term debt securities with maturities of greater than three months but less than twelve months when purchased are 
the only financial instruments included in other investments that are measured at fair value on a recurring basis.  The fair value for these 
investments are determined using the same methods discussed above for fixed maturity securities.  Financial instruments included in other 
investments that are not measured at fair value on a recurring basis are FHLB common stock, short-term loans, collateral loans and company 
owned life insurance ("COLI").  FHLB common stock is carried at cost which approximates fair value.  FHLB common stock was $22.0 
million as of December 31, 2022 and falls within Level 2 of the fair value hierarchy.  Due to the short-term nature of the investments, the fair 
value of a portion of our short-term loans approximates the carrying value.  The fair value of short-term loans was $316.4 million and $320.0 
million as of December 31, 2022 and December 31, 2021, respectively.  Our short-term loans fall within Level 2 of the fair value hierarchy.  
For our collateral loans, we have concluded the fair value approximates carrying value and falls within Level 2 of the fair value hierarchy.  
The fair value of collateral loans was $64.6 million and $0 million as of December 31, 2022 and December 31, 2021, respectively.  The fair 
value of our COLI approximates the cash surrender value of the policies and falls within Level 2 of the fair value hierarchy.  The fair value of 
COLI was $397.7 million and $384.3 million as of December 31, 2022 and December 31, 2021, respectively.  

Cash and cash equivalents

Amounts reported in the consolidated balance sheets for these instruments are reported at their historical cost which approximates fair value 
due to the nature of the assets assigned to this category. 
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Policy benefit reserves, coinsurance deposits and SPIA benefit reserves

The fair values of the liabilities under contracts not involving significant mortality or morbidity risks (principally deferred annuities), are 
stated at the cost we would incur to extinguish the liability (i.e., the cash surrender value) as these contracts are generally issued without an 
annuitization date.  The coinsurance deposits related to the annuity benefit reserves have fair values determined in a similar fashion.  For 
period-certain annuity benefit contracts, the fair value is determined by discounting the benefits at the interest rates currently in effect for 
newly issued immediate annuity contracts.  We are not required to and have not estimated the fair value of the liabilities under contracts that 
involve significant mortality or morbidity risks, as these liabilities fall within the definition of insurance contracts that are exceptions from 
financial instruments that require disclosures of fair value.  Policy benefit reserves, coinsurance deposits and SPIA benefit reserves are not 
measured at fair value on a recurring basis.  All of the fair values presented within these categories fall within Level 3 of the fair value 
hierarchy as most of the inputs are unobservable market data.

Other policy funds - FHLB

The fair values of the Company's funding agreements with the FHLB are estimated using discounted cash flow calculations based on interest 
rates currently being offered for similar agreements with similar maturities. 

Notes and loan payable

The fair value of our senior unsecured notes is based upon quoted market price.  The carrying value of the term loan approximates fair value 
as the interest rate is reset on a quarterly basis utilizing SOFR adjusted for a credit spread.  Both of these are categorized as Level 2 within the 
fair value hierarchy and are not remeasured at fair value on a recurring basis.

Subordinated debentures

Fair values for subordinated debentures are estimated using discounted cash flow calculations based principally on observable inputs 
including our incremental borrowing rates, which reflect our credit rating, for similar types of borrowings with maturities consistent with 
those remaining for the debt being valued.  These fair values are categorized as Level 2 within the fair value hierarchy.  Subordinated 
debentures are not measured at fair value on a recurring basis..

Funds withheld liability - embedded derivative 

We estimate the fair value of the embedded derivative based on the fair value of the assets supporting the funds withheld payable under 
modified coinsurance and funds withheld coinsurance reinsurance agreements.  The fair value of the embedded derivative is classified as 
Level 3 based on valuation methods used for the assets held supporting the reinsurance agreements.

Fixed index annuities - embedded derivatives

We estimate the fair value of the embedded derivative component of our fixed index annuity policy benefit reserves at each valuation date by 
(i) projecting policy contract values and minimum guaranteed contract values over the expected lives of the contracts and (ii) discounting the 
excess of the projected contract value amounts at the applicable risk free interest rates adjusted for our nonperformance risk related to those 
liabilities.  The projections of policy contract values are based on our best estimate assumptions for future policy growth and future policy 
decrements.  Our best estimate assumptions for future policy growth include assumptions for the expected index credit on the next policy 
anniversary date which are derived from the fair values of the underlying call options purchased to fund such index credits and the expected 
costs of annual call options we will purchase in the future to fund index credits beyond the next policy anniversary.  The projections of 
minimum guaranteed contract values include the same best estimate assumptions for policy decrements as were used to project policy contract 
values.

Within this determination we have the following significant unobservable inputs:  1) the expected cost of annual call options we will purchase 
in the future to fund index credits beyond the next policy anniversary and 2) our best estimates for future policy decrements, primarily lapse, 
partial withdrawal and mortality rates.  As of December 31, 2022 and 2021, we utilized an estimate of 2.40% and 2.10%, respectively, for the 
expected cost of annual call options, which is based on estimated long-term account value growth and a historical review of our actual option 
costs.
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Our best estimate assumptions for lapse, partial withdrawal and mortality rates are based on our actual experience and our outlook as to future 
expectations for such assumptions.  These assumptions, which are consistent with the assumptions used in calculating deferred policy 
acquisition costs and deferred sales inducements, are reviewed on a quarterly basis and are updated as our experience develops and/or as 
future expectations change.  The following table presents average lapse rate and partial withdrawal rate assumptions, by contract duration, 
used in estimating the fair value of the embedded derivative component of our fixed index annuity policy benefit reserves at each reporting 
date:

Average Lapse Rates Average Partial Withdrawal Rates
Contract Duration (Years) December 31, 2022 December 31, 2021 December 31, 2022 December 31, 2021

1 - 5 2.17% 3.04% 1.86% 2.19%
6 - 10 3.28% 2.84% 1.97% 2.26%
11 - 15 3.63% 4.47% 1.86% 2.14%
16 - 20 8.55% 8.93% 2.96% 1.33%

20+ 4.90% 4.93% 1.81% —%

Lapse rates are generally expected to increase as surrender charge percentages decrease for policies without a lifetime income benefit rider.  
Lapse expectations reflect a significant increase in the year in which the surrender charge period on a contract ends.  

The following table provides a reconciliation of the beginning and ending balances for our Level 3 assets and liabilities, which are measured 
at fair value on a recurring basis using significant unobservable inputs for the years ended December 31, 2022 and 2021:  

Fixed maturity securities, available for sale - Corporate securities
Beginning balance $ — $ — 
Purchases  2,233  — 
Transfers in  391,702  — 
Transfers out  —  — 
Total realized/unrealized gains (losses):

Included in net income  —  — 
Included in other comprehensive income (loss)  8,413  — 

Ending balance $ 402,348 $ — 

Fixed maturity securities, available for sale - Other asset backed securities
Beginning balance $ — $ — 
Purchases  296,800  — 
Transfers in  153,669  — 
Transfers out  —  — 
Total realized/unrealized gains (losses):

Included in net income  —  — 
Included in other comprehensive income (loss)  (7,551)  — 

Ending balance $ 442,918 $ — 

Other investments
Beginning balance $ 6,349 $ — 
Transfers in  —  6,349 
Transfers out  (3,867)  — 
Total realized/unrealized gains (losses):

Included in net income  (2,482)  — 
Included in other comprehensive income (loss)  —  — 

Ending balance $ — $ 6,349 

Year Ended 
 December 31,

2022 2021
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Real estate investments
Beginning balance $ 337,939 $ — 
Purchases and sales, net  602,298  335,767 
Change in fair value  322  2,172 
Ending balance $ 940,559 $ 337,939 

Limited partnerships and limited liability companies
Beginning balance $ — $ — 
Purchases and sales, net  57,574  — 
Change in fair value  6,635  — 
Ending balance $ 64,209 $ — 

Funds withheld liability - embedded derivative
Beginning balance $ — $ — 
Transfers in  (441,864)  — 
Change in fair value  —  — 
Ending balance $ (441,864) $ — 

Fixed index annuities - embedded derivatives
Beginning balance $ 7,964,961 $ 7,938,281 
Premiums less benefits  (125,940)  1,424,372 
Change in fair value, net  (2,561,676)  (876,803) 
Reserve release related to in-force ceded reinsurance  (456,500)  (520,889) 
Ending balance $ 4,820,845 $ 7,964,961 

Year Ended 
 December 31,

2022 2021

Transfers into Level 3 during the years ended December 31, 2022 and 2021 were the result of changes in observable pricing information for 
certain fixed maturity securities.

The fair value of our fixed index annuities embedded derivatives is net of coinsurance ceded of $1,173.4 million and $1,245.0 million as of 
December 31, 2022 and 2021, respectively.  Change in fair value, net for each period in our embedded derivatives is included in Change in 
fair value of embedded derivatives in the Consolidated Statements of Operations.

Certain derivatives embedded in our fixed index annuity contracts are our most significant financial instrument measured at fair value that are 
categorized as Level 3 in the fair value hierarchy.  The contractual obligations for future annual index credits within our fixed index annuity 
contracts are treated as a "series of embedded derivatives" over the expected life of the applicable contracts.  We estimate the fair value of 
these embedded derivatives at each valuation date by the method described above under fixed index annuities - embedded derivatives.  The 
projections of minimum guaranteed contract values include the same best estimate assumptions for policy decrements as were used to project 
policy contract values.

The most sensitive assumption in determining policy liabilities for fixed index annuities is the rates used to discount the excess projected 
contract values.  As indicated above, the discount rate reflects our nonperformance risk.  If the discount rates used to discount the excess 
projected contract values at December 31, 2022, were to increase by 100 basis points, the fair value of the embedded derivatives would 
decrease by $336.2 million recorded through operations as a decrease in the change in fair value of embedded derivatives and there would be 
a corresponding decrease of $124.3 million to our combined balance for deferred policy acquisition costs and deferred sales inducements 
recorded through operations as an increase in amortization of deferred policy acquisition costs and deferred sales inducements.  A decrease by 
100 basis points in the discount rates used to discount the excess projected contract values would increase the fair value of the embedded 
derivatives by $386.4 million recorded through operations as an increase in the change in fair value of embedded derivatives and there would 
be a corresponding increase of $147.0 million to our combined balance for deferred policy acquisition costs and deferred sales inducements 
recorded through operations as a decrease in amortization of deferred policy acquisition costs and deferred sales inducements. 

We review these assumptions quarterly and as a result of these reviews, we made updates to assumptions in 2022, 2021 and 2020.  

The most significant assumption update to the calculation of the fair value of the embedded derivative component of our fixed index annuity 
policy benefit reserves in 2022 was the change in the discount rate.  The discount rate assumption was increased, and the period over which 
the discount rate assumption grades to an ultimate assumption was adjusted.  This resulted in a decrease in the fair value of the embedded 
derivative. 
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The most significant assumption update to the calculation of the fair value of the embedded derivative component of our fixed index annuity 
benefit policy reserves in 2021 was changes in lapse rate assumptions.  For certain annuity products without a lifetime income benefit rider, 
the lapse rate assumption was increased in more recent cohorts to reflect higher lapses on policies with a market value adjustment ("MVA") 
feature.  For other annuity products with a lifetime income benefit rider, the population was bifurcated based on whether policies had utilized 
the rider.  For those policies which had utilized the rider, the lapse rate assumption was decreased in later durations.  The net impact of the 
updates to the lapse rate assumption resulted in a decrease in the embedded derivative component of our fixed index annuity policy benefit 
reserves as less funds ultimately qualify for excess benefits. 

The most significant assumption update to the calculation of the fair value of the embedded derivative component of our fixed index annuity 
policy benefit reserves in 2020 was a decrease in the crediting rate/option budget to 2.10% from 2.90% as a result of a revised estimate of the 
cost of options.  This assumption change resulted in a decrease in the fair value of the embedded derivative component of our fixed index 
annuity policy benefit reserves due to a reduction in the projected policy contract values over the expected lives of the contracts.  During 
2020, we revised the derivation of the discount rate used in calculating the fair value of embedded derivatives which increased the discount 
rate and resulted in a decrease in the change in fair value of embedded derivatives.  The net impact of the updates to lapse and partial 
withdrawal assumptions resulted in an increase in the embedded derivative component of our fixed index annuity policy benefit reserves as 
more funds ultimately qualify for excess benefits.

3.     Investments

At December 31, 2022 and 2021, the amortized cost and fair value of fixed maturity securities were as follows:

Amortized
Cost (1)

Gross
Unrealized

Gains

Gross
Unrealized
Losses (2)

Allowance for 
Credit Losses Fair Value

(Dollars in thousands)
December 31, 2022
Fixed maturity securities, available for sale:

U.S. Government and agencies $ 173,638 $ 70 $ (4,637) $ — $ 169,071 
States, municipalities and territories  4,356,251  41,565  (574,834)  —  3,822,982 
Foreign corporate securities and foreign governments  748,770  11,661  (83,579)  —  676,852 
Corporate securities  27,706,440  146,065  (3,687,370)  (3,214)  24,161,921 
Residential mortgage backed securities  1,492,242  11,870  (126,368)  (133)  1,377,611 
Commercial mortgage backed securities  4,098,755  493  (411,770)  —  3,687,478 
Other asset backed securities  6,289,923  14,068  (395,289)  —  5,908,702 

$ 44,866,019 $ 225,792 $ (5,283,847) $ (3,347) $ 39,804,617 

December 31, 2021
Fixed maturity securities, available for sale:

U.S. Government and agencies $ 1,046,029 $ 32,841 $ (124) $ — $ 1,078,746 
States, municipalities and territories  3,495,563  437,456  (3,042)  (2,776)  3,927,201 
Foreign corporate securities and foreign governments  380,646  22,742  (843)  —  402,545 
Corporate securities  31,084,629  3,614,047  (38,442)  —  34,660,234 
Residential mortgage backed securities  1,056,778  70,434  (2,093)  (70)  1,125,049 
Commercial mortgage backed securities  4,708,878  149,152  (17,719)  —  4,840,311 
Other asset backed securities  5,226,660  95,304  (50,107)  —  5,271,857 

$ 46,999,183 $ 4,421,976 $ (112,370) $ (2,846) $ 51,305,943 

(1) Amortized cost excludes accrued interest receivable of $425.4 million and $400.7 million as of December 31, 2022 and 2021, 
respectively.  

(2) Gross unrealized losses are net of allowance for credit losses.  
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The amortized cost and fair value of fixed maturity securities at December 31, 2022, by contractual maturity are shown below.  Actual 
maturities will differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or 
prepayment penalties.  All of our mortgage and other asset backed securities provide for periodic payments throughout their lives and are 
shown below as separate lines.

Available for sale
Amortized

Cost Fair Value
(Dollars in thousands)

Due in one year or less $ 1,184,147 $ 1,180,124 
Due after one year through five years  5,641,072  5,406,059 
Due after five years through ten years  6,254,569  5,672,730 
Due after ten years through twenty years  9,853,998  8,817,815 
Due after twenty years  10,051,313  7,754,098 

 32,985,099  28,830,826 
Residential mortgage backed securities  1,492,242  1,377,611 
Commercial mortgage backed securities  4,098,755  3,687,478 
Other asset backed securities  6,289,923  5,908,702 

$ 44,866,019 $ 39,804,617 

Net unrealized gains (losses) on available for sale fixed maturity securities reported as a separate component of stockholders' equity were 
comprised of the following:

December 31,
2022 2021

(Dollars in thousands)
Net unrealized gains (losses) on available for sale fixed maturity securities $ (5,065,422) $ 4,309,606 
Adjustments for assumed changes in amortization of deferred policy acquisition costs, deferred sales inducements 

and policy benefit reserves  2,309,357  (1,993,869) 
Deferred income tax valuation allowance reversal  22,534  22,534 
Deferred income tax expense  578,476  (489,482) 
Net unrealized gains (losses) reported as accumulated other comprehensive income (loss) $ (2,155,055) $ 1,848,789 

The National Association of Insurance Commissioners ("NAIC") assigns designations to fixed maturity securities.  These designations range 
from Class 1 (highest quality) to Class 6 (lowest quality).  In general, securities are assigned a designation based upon the ratings they are 
given by the Nationally Recognized Statistical Rating Organizations ("NRSRO’s").  The NAIC designations are utilized by insurers in 
preparing their annual statutory statements.  NAIC Class 1 and 2 designations are considered "investment grade" while NAIC Class 3 through 
6 designations are considered "non-investment grade."  Based on the NAIC designations, we had 98% of our fixed maturity portfolio rated 
investment grade at both December 31, 2022 and 2021, respectively.

The following table summarizes the credit quality, as determined by NAIC designation, of our fixed maturity portfolio as of the dates 
indicated:

December 31,
2022 2021

NAIC
Designation

Amortized
Cost

Fair
Value

Amortized
Cost

Fair
Value

(Dollars in thousands)
1 $ 27,061,903 $ 24,211,086 $ 26,157,531 $ 28,785,839 
2  17,023,157  14,944,131  19,758,594  21,396,020 
3  595,193  510,392  909,311  941,210 
4  109,409  91,495  133,070  147,160 
5  61,721  36,738  16,496  15,357 
6  14,636  10,775  24,181  20,357 

$ 44,866,019 $ 39,804,617 $ 46,999,183 $ 51,305,943 

Table of Contents
AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F-25



The following table shows our investments' gross unrealized losses and fair value, aggregated by investment category and length of time that 
individual securities (consisting of 4,510 and 1,427 securities, respectively) have been in a continuous unrealized loss position, at 
December 31, 2022 and 2021:

Less than 12 months 12 months or more Total

Fair Value
Unrealized
Losses (1) Fair Value

Unrealized
Losses (1) Fair Value

Unrealized
Losses (1)

(Dollars in thousands)
December 31, 2022
Fixed maturity securities, available for sale:

U.S. Government and agencies $ 160,201 $ (4,512) $ 908 $ (125) $ 161,109 $ (4,637) 
States, municipalities and territories  2,595,122  (537,313)  95,184  (37,521)  2,690,306  (574,834) 
Foreign corporate securities and foreign governments  522,826  (76,957)  21,816  (6,622)  544,642  (83,579) 
Corporate securities  18,784,181  (3,218,323)  1,411,177  (469,047)  20,195,358  (3,687,370) 
Residential mortgage backed securities  992,783  (101,100)  116,388  (25,268)  1,109,171  (126,368) 
Commercial mortgage backed securities  2,941,293  (302,513)  651,923  (109,257)  3,593,216  (411,770) 
Other asset backed securities  2,561,390  (162,821)  1,924,026  (232,468)  4,485,416  (395,289) 

$ 28,557,796 $ (4,403,539) $ 4,221,422 $ (880,308) $ 32,779,218 $ (5,283,847) 

December 31, 2021
Fixed maturity securities, available for sale:

U.S. Government and agencies $ 760,977 $ (124) $ — $ — $ 760,977 $ (124) 
States, municipalities and territories  168,942  (2,468)  15,711  (3,350)  184,653  (5,818) 
Foreign corporate securities and foreign governments  42,861  (843)  —  —  42,861  (843) 
Corporate securities  2,375,603  (30,070)  116,819  (8,372)  2,492,422  (38,442) 
Residential mortgage backed securities  250,964  (1,408)  26,917  (755)  277,881  (2,163) 
Commercial mortgage backed securities  784,464  (5,500)  142,224  (12,219)  926,688  (17,719) 
Other asset backed securities  1,351,324  (11,345)  1,771,182  (38,762)  3,122,506  (50,107) 

$ 5,735,135 $ (51,758) $ 2,072,853 $ (63,458) $ 7,807,988 $ (115,216) 

(1) Unrealized losses have not been reduced to reflect the allowance for credit losses of $3.3 million and $2.8 million as of December 31, 
2022 and 2021, respectively. 

The unrealized losses at December 31, 2022 are principally related to the timing of the purchases of certain securities, which carry less yield 
than those available at December 31, 2022.  Approximately 98% and 85% of the unrealized losses on fixed maturity securities shown in the 
above table for December 31, 2022 and 2021, respectively, are on securities that are rated investment grade, defined as being the highest two 
NAIC designations.

We expect to recover our amortized cost on all securities except for those securities on which we recognized an allowance for credit loss.  In 
addition, because we did not have the intent to sell fixed maturity securities with unrealized losses and it was not more likely than not that we 
would be required to sell these securities prior to recovery of the amortized cost, which may be maturity, we did not write down these 
investments to fair value through the consolidated statements of operations.

Changes in net unrealized gains/losses on investments for the years ended December 31, 2022, 2021 and 2020 are as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Fixed maturity securities available for sale carried at fair value $ (9,375,028) $ (987,434) $ 1,955,496 

Adjustment for effect on other balance sheet accounts:
Deferred policy acquisition costs, deferred sales inducements and policy benefit reserves  4,303,226  542,382  (880,517) 
Deferred income tax asset/liability  1,067,958  90,284  (225,746) 

 5,371,184  632,666  (1,106,263) 
Change in net unrealized gains/losses on investments carried at fair value $ (4,003,844) $ (354,768) $ 849,233 
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Components of net investment income are as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Fixed maturity securities $ 1,849,915 $ 1,772,675 $ 2,035,762 
Real estate investments  40,243  14,138  — 
Mortgage loans on real estate  301,118  215,138  170,749 
Cash and cash equivalents  24,985  3,385  4,871 
Limited partnerships and limited liability companies  188,131  67,157  (12,204) 
Other investments  49,537  29,399  15,372 

 2,453,929  2,101,892  2,214,550 
Less: investment expenses  (146,466)  (64,417)  (32,472) 
Net investment income $ 2,307,463 $ 2,037,475 $ 2,182,078 

Proceeds from sales of available for sale fixed maturity securities for the years ended December 31, 2022, 2021 and 2020 were $7.8 billion, 
$0.8 billion and $5.4 billion, respectively.  Scheduled principal repayments, calls and tenders for available for sale fixed maturity securities 
for the years ended December 31, 2022, 2021 and 2020 were $2.8 billion, $3.7 billion and $2.9 billion, respectively. 

Net realized losses on investments for the years ended December 31, 2022, 2021 and 2020 are as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Fixed maturity securities, available for sale:

Gross realized gains $ 139,819 $ 10,167 $ 305,170 
Gross realized losses  (153,712)  (19,140)  (276,847) 
Net credit loss (provision) release  (15,536)  (6,241)  (94,560) 

 (29,429)  (15,214)  (66,237) 
Mortgage loans on real estate:

Decrease (increase) in allowance for credit losses  (15,126)  7,005  (15,447) 
Recovery of specific allowance  1,677  —  712 
Gain (loss) on sale of mortgage loans  (4,970)  (5,033)  292 

 (18,419)  1,972  (14,443) 
Total net realized losses $ (47,848) $ (13,242) $ (80,680) 

Realized losses on available for sale fixed maturity securities in 2022, 2021 and 2020 were realized primarily due to strategies to reposition 
the fixed maturity security portfolio that result in improved net investment income, credit risk or duration profiles as they pertain to our asset 
liability management.  In addition, certain realized gains and losses on available for sale fixed maturity securities in 2020 were realized as a 
result of efforts to de-risk the portfolio.  Realized gains and losses on sales are determined on the basis of specific identification of 
investments based on the trade date. 

The following table summarizes the carrying value of our investments that have been non-income producing for 12 consecutive months:

December 31,
2022 2021

(Dollars in thousands)
Fixed maturity securities, available for sale $ 10,708 $ 4,118 
Mortgage loans on real estate  1,483  — 

$ 12,191 $ 4,118 

We review and analyze all investments on an ongoing basis for changes in market interest rates and credit deterioration.  This review process 
includes analyzing our ability to recover the amortized cost basis of each investment that has a fair value that is materially lower than its 
amortized cost and requires a high degree of management judgment and involves uncertainty.  The evaluation of securities for credit loss is a 
quantitative and qualitative process, which is subject to risks and uncertainties.
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We have a policy and process to identify securities that could potentially have credit loss.  This process involves monitoring market events 
and other items that could impact issuers.  The evaluation includes but is not limited to such factors as:

• the extent to which the fair value has been less than amortized cost or cost;
• whether the issuer is current on all payments and all contractual payments have been made as agreed;
• the remaining payment terms and the financial condition and near-term prospects of the issuer;
• the lack of ability to refinance due to liquidity problems in the credit market;
• the fair value of any underlying collateral;
• the existence of any credit protection available;
• our intent to sell and whether it is more likely than not we would be required to sell prior to recovery for debt securities;
• consideration of rating agency actions; and
• changes in estimated cash flows of mortgage and asset backed securities.

We determine whether an allowance for credit loss should be established for debt securities by assessing pertinent facts and circumstances 
surrounding each security.  Where the decline in fair value of debt securities is attributable to changes in market interest rates or to factors 
such as market volatility, liquidity and spread widening, and we anticipate recovery of all contractual or expected cash flows, we do not 
consider these investments to have credit loss because we do not intend to sell these investments and it is not more likely than not we will be 
required to sell these investments before a recovery of amortized cost, which may be maturity. 

If we intend to sell a debt security or if it is more likely than not that we will be required to sell a debt security before recovery of its 
amortized cost basis, credit loss has occurred and the difference between amortized cost and fair value will be recognized as a loss in 
operations.

If we do not intend to sell and it is not more likely than not we will be required to sell the debt security but also do not expect to recover the 
entire amortized cost basis of the security, a credit loss would be recognized in operations for the amount of the expected credit loss.  We 
determine the amount of expected credit loss by calculating the present value of the cash flows expected to be collected discounted at each 
security's acquisition yield based on our consideration of whether the security was of high credit quality at the time of acquisition.  The 
difference between the present value of expected future cash flows and the amortized cost basis of the security is the amount of credit loss 
recognized in operations.  The recognized credit loss is limited to the total unrealized loss on the security (i.e., the fair value floor). 

The determination of the credit loss component of a mortgage backed security is based on a number of factors.  The primary consideration in 
this evaluation process is the issuer's ability to meet current and future interest and principal payments as contractually stated at time of 
purchase.  Our review of these securities includes an analysis of the cash flow modeling under various default scenarios considering 
independent third party benchmarks, the seniority of the specific tranche within the structure of the security, the composition of the collateral 
and the actual default, loss severity and prepayment experience exhibited.  With the input of third party assumptions for default projections, 
loss severity and prepayment expectations, we evaluate the cash flow projections to determine whether the security is performing in 
accordance with its contractual obligation. 

We utilize models from a leading structured product software specialist serving institutional investors.  These models incorporate each 
security's seniority and cash flow structure.  In circumstances where the analysis implies a potential for principal loss at some point in the 
future, we use the "best estimate" cash flow projection discounted at the security's effective yield at acquisition to determine the amount of 
our potential credit loss associated with this security.  The discounted expected future cash flows equates to our expected recovery value.  
Any shortfall of the expected recovery when compared to the amortized cost of the security will be recorded as credit loss.

The determination of the credit loss component of a corporate bond is based on the underlying financial performance of the issuer and their 
ability to meet their contractual obligations.  Considerations in our evaluation include, but are not limited to, credit rating changes, financial 
statement and ratio analysis, changes in management, significant changes in credit spreads, breaches of financial covenants and a review of 
the economic outlook for the industry and markets in which they trade.  In circumstances where an issuer appears unlikely to meet its future 
obligation, an estimate of credit loss is determined.  Credit loss is calculated using default probabilities as derived from the credit default 
swaps markets in conjunction with recovery rates derived from independent third party analysis or a best estimate of credit loss.  This credit 
loss rate is then incorporated into a present value calculation based on an expected principal loss in the future discounted at the yield at the 
date of purchase and compared to amortized cost to determine the amount of credit loss associated with the security.

We do not measure a credit loss allowance on accrued interest receivable as we write off any accrued interest receivable balance to net 
investment income in a timely manner when we have concerns regarding collectability.

Amounts on available for sale fixed maturities that are deemed to be uncollectible are written off and removed from the allowance for credit 
loss.  A write-off may also occur if we intend to sell a security or when it is more likely than not we will be required to sell the security before 
the recovery of its amortized cost.
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The following table provides a rollforward of the allowance for credit loss:

Year Ended December 31, 2022
States, 

Municipalities 
and

Territories
Corporate 
Securities

Residential 
Mortgage 
Backed 

Securities Total
(Dollars in thousands)

Beginning balance $ 2,776 $ — $ 70 $ 2,846 
Additions for credit losses not previously recorded  —  3,825  1,070  4,895 
Change in allowance on securities with previous allowance  (2,776)  (611)  (579)  (3,966) 
Reduction for securities with credit losses due to intent to sell  —  —  —  — 
Reduction for securities sold during the period  —  —  (428)  (428) 
Write-offs charged against the allowance  —  —  —  — 
Recoveries of amounts previously written off  —  —  —  — 

Ending balance $ — $ 3,214 $ 133 $ 3,347 

Year Ended December 31, 2021
States, 

Municipalities 
and

Territories
Corporate 
Securities

Residential 
Mortgage 
Backed 

Securities Total
(Dollars in thousands)

Beginning balance $ 2,844 $ 60,193 $ 1,734 $ 64,771 
Additions for credit losses not previously recorded  —  705  407  1,112 
Change in allowance on securities with previous allowance  (68)  443  (857)  (482) 
Reduction for securities with credit losses due to intent to sell  —  (209)  —  (209) 
Reduction for securities sold during the period  —  (50,758)  —  (50,758) 
Write-offs charged against the allowance  —  (10,032)  —  (10,032) 
Recoveries of amounts previously written off  —  (342)  (1,214)  (1,556) 

Ending balance $ 2,776 $ — $ 70 $ 2,846 

At December 31, 2022 and 2021, cash and invested assets of $51.0 billion and $49.3 billion, respectively, were on deposit with state agencies 
to meet regulatory requirements including deposits for the benefit of all policyholders.  There are no restrictions on these assets.

At December 31, 2022 and 2021, we had no investment in any person or its affiliates, other than U.S. Government and its agencies, that 
exceeded 10% of stockholders' equity.  

Table of Contents
AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F-29



4.     Mortgage Loans on Real Estate

Our financing receivables consist of the following three portfolio segments: commercial mortgage loans, agricultural mortgage loans and 
residential mortgage loans.  Our mortgage loan portfolios are summarized in the following table.  There were commitments outstanding of 
$420.2 million at December 31, 2022.

December 31,
2022 2021

(Dollars in thousands)
Commercial mortgage loans:

Principal outstanding $ 3,560,903 $ 3,633,131 
Deferred fees and costs, net  (6,345)  (4,629) 

Amortized cost  3,554,558  3,628,502 
Valuation allowance  (22,428)  (17,926) 

Commercial mortgage loans, carrying value  3,532,130  3,610,576 

Agricultural mortgage loans:
Principal outstanding  567,630  408,135 
Deferred fees and costs, net  (1,667)  (1,136) 

Amortized cost  565,963  406,999 
Valuation allowance  (1,021)  (519) 

Agricultural mortgage loans, carrying value  564,942  406,480 

Residential mortgage loans:
Principal outstanding  2,807,652  1,652,910 
Deferred fees and costs, net  1,909  1,468 
Unamortized discounts and premiums, net  55,917  22,143 

Amortized cost  2,865,478  1,676,521 
Valuation allowance  (13,523)  (5,579) 

Residential mortgage loans, carrying value  2,851,955  1,670,942 
Mortgage loans, carrying value $ 6,949,027 $ 5,687,998 
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Our commercial mortgage loan portfolio consists of loans collateralized by the related properties and diversified as to property type, location 
and loan size.  Our lending policies establish limits on the amount that can be loaned to one borrower and other criteria to attempt to reduce 
the risk of default.  The commercial mortgage loan portfolio is summarized by geographic region and property type as follows:

December 31,
2022 2021

Principal Percent Principal Percent
(Dollars in thousands)

Geographic distribution
East $ 502,659  14.1 % $ 614,406  16.9 %
Middle Atlantic  280,993  7.9 %  293,494  8.1 %
Mountain  416,307  11.7 %  452,818  12.5 %
New England  73,631  2.1 %  60,172  1.6 %
Pacific  858,812  24.1 %  863,879  23.8 %
South Atlantic  934,007  26.2 %  785,679  21.6 %
West North Central  205,568  5.8 %  235,864  6.5 %
West South Central  288,926  8.1 %  326,819  9.0 %

$ 3,560,903  100.0 % $ 3,633,131  100.0 %
Property type distribution
Office $ 378,713  10.6 % $ 315,374  8.7 %
Medical Office  10,265  0.3 %  10,827  0.3 %
Retail  896,351  25.2 %  1,016,101  28.0 %
Industrial/Warehouse  866,623  24.3 %  924,779  25.4 %
Apartment  912,984  25.6 %  864,580  23.8 %
Hotel  285,271  8.0 %  283,500  7.8 %
Mixed Use/Other  210,696  6.0 %  217,970  6.0 %

$ 3,560,903  100.0 % $ 3,633,131  100.0 %

Our agricultural mortgage loan portfolio consists of loans with an outstanding principal balance of $567.6 million and $408.1 million as of 
December 31, 2022 and 2021, respectively.  These loans are collateralized by agricultural land and are diversified as to location within the 
United States.  Our residential mortgage loan portfolio consists of loans with an outstanding principal balance of $2.8 billion and $1.7 billion 
as of December 31, 2022 and 2021, respectively.  These loans are collateralized by the related properties and diversified as to location within 
the United States.

Mortgage loans on real estate are generally reported at cost adjusted for amortization of premiums and accrual of discounts, computed using 
the interest method and net of valuation allowances.  Interest income is accrued on the principal amount of the loan based on the loan's 
contractual interest rate.  Interest income is included in Net investment income on our Consolidated Statements of Operations.  Accrued 
interest receivable, which was $58.2 million and $37.0 million as of December 31, 2022 and 2021, respectively, is included in Accrued 
investment income on our consolidated balance sheets.

Loan Valuation Allowance

We establish a valuation allowance to provide for the risk of credit losses inherent in our mortgage loan portfolios.  The valuation allowance 
is maintained at a level believed adequate by management to absorb estimated expected credit losses.  The valuation allowance is based on 
amortized cost, which excludes accrued interest receivable.  We do not measure a credit loss allowance on accrued interest receivable as we 
write off any uncollectible accrued interest receivable balances to net investment income in a timely manner.  We did not charge off any 
uncollectible accrued interest receivable on our commercial, agricultural or residential mortgage loan portfolios for the years ended 
December 31, 2022 or 2021, respectively. 

The valuation allowances for each of our mortgage loan portfolios are estimated by deriving probability of default and recovery rate 
assumptions based on the characteristics of the loans in each portfolio, historical economic data and loss information, and current and 
forecasted economic conditions.  Key loan characteristics impacting the estimate for our commercial mortgage loan portfolio include the 
current state of the borrower’s credit quality, which considers factors such as loan-to-value (“LTV”) and debt service coverage (“DSC”) 
ratios, loan performance, underlying collateral type, delinquency status, time to maturity, and original credit scores.  Key loan characteristics 
impacting the estimate for our agricultural and residential mortgage loan portfolios include the current state of the borrowers' credit quality, 
delinquency status, time to maturity and original credit scores. 
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The following table represents a rollforward of the valuation allowance on our mortgage loan portfolios:

Year Ended December 31, 2022
Commercial Agricultural Residential Total

(Dollars in thousands)
Beginning allowance balance $ (17,926) $ (519) $ (5,579) $ (24,024) 

Charge-offs  501  —  —  501 
Recoveries  1,677  —  —  1,677 
Change in provision for credit losses  (6,680)  (502)  (7,944)  (15,126) 

Ending allowance balance $ (22,428) $ (1,021) $ (13,523) $ (36,972) 

Year Ended December 31, 2021
Commercial Agricultural Residential Total

(Dollars in thousands)
Beginning allowance balance $ (25,529) $ (2,130) $ (3,370) $ (31,029) 

Charge-offs  —  —  —  — 
Recoveries  —  —  —  — 
Change in provision for credit losses  7,603  1,611  (2,209)  7,005 

Ending allowance balance $ (17,926) $ (519) $ (5,579) $ (24,024) 

Charge-offs include allowances that have been established on loans that were satisfied either by taking ownership of the collateral or by some 
other means such as discounted pay-off or loan sale.  When ownership of the property is taken it is recorded at the lower of the loan's carrying 
value or the property's fair value (based on appraised values) less estimated costs to sell.  The real estate owned is recorded as a component of 
Real estate investments and the loan is recorded as fully paid, with any allowance for credit loss that has been established charged off.  Fair 
value of the real estate is determined by third party appraisal.  There is no real estate in which ownership of the property was taken to satisfy 
an outstanding loan held in Real estate investments as of December 31, 2022 or December 31, 2021.  Recoveries are situations where we have 
received a payment from the borrower in an amount greater than the carrying value of the loan (principal outstanding less specific allowance).  

Credit Quality Indicators

We evaluate the credit quality of our commercial and agricultural mortgage loans by analyzing LTV and DSC ratios and loan performance.  
We evaluate the credit quality of our residential mortgage loans by analyzing loan performance.

LTV and DSC ratios for our commercial mortgage loans are originally calculated at the time of loan origination and are updated annually for 
each loan using information such as rent rolls, assessment of lease maturity dates and property operating statements, which are reviewed in 
the context of current leasing and in place rents compared to market leasing and market rents.  A DSC ratio of less than 1.0 indicates that a 
property's operations do not generate sufficient income to cover debt payments.  An LTV ratio in excess of 100% indicates the unpaid loan 
amount exceeds the value of the underlying collateral.  All of our commercial mortgage loans that have a debt service coverage ratio of less 
than 1.0 are performing under the original contractual loan terms at December 31, 2022 and 2021.  
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The amortized cost of our commercial mortgage loan portfolio by LTV and DSC ratios based on the most recent information collected was as 
follows at December 31, 2022 and 2021 (by year of origination):

2022 2021 2020 2019 2018 Prior Total

As of December 31, 2022:
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV

Debt Service Coverage Ratio: (Dollars in thousands)

Greater than or equal to 1.5 $ 249,328  63 % $ 257,746  61 % $ 421,391  57 % $ 429,596  58 % $ 325,117  53 % $ 813,319  44 % $ 2,496,497  53 %

Greater than or equal to 1.2 and 
less than 1.5  6,488  70 %  123,038  55 %  46,804  58 %  115,977  66 %  67,642  67 %  145,703  60 %  505,652  62 %

Greater than or equal to 1.0 and 
less than 1.2  170,059  52 %  211,684  43 %  18,144  79 %  39,396  73 %  10,348  76 %  58,021  47 %  507,652  51 %

Less than 1.0  —  — %  —  — %  —  — %  6,107  64 %  13,025  70 %  25,625  65 %  44,757  66 %

Total $ 425,875  59 % $ 592,468  53 % $ 486,339  58 % $ 591,076  61 % $ 416,132  57 % $ 1,042,668  47 % $ 3,554,558  54 %

2021 2020 2019 2018 2017 Prior Total

As of December 31, 2021:
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV

Debt Service Coverage Ratio: (Dollars in thousands)

Greater than or equal to 1.5 $ 260,623  64 % $ 454,828  60 % $ 464,059  61 % $ 344,170  58 % $ 246,854  52 % $ 758,494  45 % $ 2,529,028  55 %

Greater than or equal to 1.2 and 
less than 1.5  12,836  67 %  58,960  66 %  128,301  70 %  89,293  66 %  135,818  66 %  129,833  57 %  555,041  65 %

Greater than or equal to 1.0 and 
less than 1.2  318,636  45 %  17,762  82 %  69,684  72 %  11,937  75 %  6,343  60 %  42,125  58 %  466,487  53 %

Less than 1.0  —  — %  3,289  61 %  26,147  63 %  14,051  76 %  13,385  73 %  21,074  54 %  77,946  65 %

Total $ 592,095  54 % $ 534,839  61 % $ 688,191  64 % $ 459,451  60 % $ 402,400  58 % $ 951,526  47 % $ 3,628,502  56 %

LTV and DSC ratios for our agricultural mortgage loans are calculated at the time of loan origination and are evaluated annually for each loan 
using land value averages.  A DSC ratio of less than 1.0 indicates that a property's operations do not generate sufficient income to cover debt 
payments.  An LTV ratio in excess of 100% indicates the unpaid loan amount exceeds the value of the underlying collateral.  All of our 
agricultural mortgage loans that have a debt service coverage ratio of less than 1.0 are performing under the original contractual loan terms at 
December 31, 2022 and 2021.  

The amortized cost of our agricultural mortgage loan portfolio by LTV and DSC ratios based on the most recent information collected was as 
follows at December 31, 2022 and 2021 (by year of origination):

2022 2021 2020 2019 2018 Prior Total

As of December 31, 2022:
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV

Debt Service Coverage Ratio: (Dollars in thousands)

Greater than or equal to 1.5 $ 85,367  47 % $ 84,186  46 % $ 97,143  41 % $ —  — % $ —  — % $ —  — % $ 266,696  45 %

Greater than or equal to 1.2 and 
less than 1.5  107,856  54 %  67,630  52 %  61,103  32 %  —  — %  —  — %  —  — %  236,589  48 %

Greater than or equal to 1.0 and 
less than 1.2  3,124  56 %  8,825  38 %  3,125  25 %  —  — %  —  — %  —  — %  15,074  39 %

Less than 1.0  —  — %  —  — %  7,975  35 %  5,629  41 %  34,000  31 %  —  — %  47,604  33 %

Total $ 196,347  51 % $ 160,641  48 % $ 169,346  37 % $ 5,629  41 % $ 34,000  31 % $ —  — % $ 565,963  45 %

2021 2020 2019 2018 2017 Prior Total

As of December 31, 2021:
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV

Debt Service Coverage Ratio: (Dollars in thousands)

Greater than or equal to 1.5 $ 62,548  54 % $ 80,919  56 % $ 11,645  49 % $ 25,000  11 % $ —  — % $ —  — % $ 180,112  49 %

Greater than or equal to 1.2 and 
less than 1.5  95,738  55 %  102,958  43 %  3,335  22 %  —  — %  —  — %  —  — %  202,031  48 %

Greater than or equal to 1.0 and 
less than 1.2  7,478  44 %  4,092  36 %  4,734  50 %  —  — %  —  — %  —  — %  16,304  44 %

Less than 1.0  —  — %  8,552  59 %  —  — %  —  — %  —  — %  —  — %  8,552  59 %

Total $ 165,764  54 % $ 196,521  49 % $ 19,714  45 % $ 25,000  11 % $ —  — % $ —  — % $ 406,999  48 %
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We closely monitor loan performance for our commercial, agricultural and residential mortgage loan portfolios.  Aging of financing 
receivables is summarized in the following table (by year of origination):

2022 2021 2020 2019 2018 Prior Total
As of December 31, 2022: (Dollars in thousands)
Commercial mortgage loans
Current $ 425,875 $ 592,468 $ 486,339 $ 591,076 $ 416,132 $ 1,042,668 $ 3,554,558 
30 - 59 days past due  —  —  —  —  —  —  — 
60 - 89 days past due  —  —  —  —  —  —  — 
Over 90 days past due  —  —  —  —  —  —  — 
Total commercial mortgage loans $ 425,875 $ 592,468 $ 486,339 $ 591,076 $ 416,132 $ 1,042,668 $ 3,554,558 

Agricultural mortgage loans
Current $ 196,347 $ 160,641 $ 166,211 $ 5,629 $ 34,000 $ — $ 562,828 
30 - 59 days past due  —  —  —  —  —  —  — 
60 - 89 days past due  —  —  —  —  —  —  — 
Over 90 days past due  —  —  3,135  —  —  —  3,135 
Total agricultural mortgage loans $ 196,347 $ 160,641 $ 169,346 $ 5,629 $ 34,000 $ — $ 565,963 

Residential mortgage loans
Current $ 1,915,169 $ 595,363 $ 211,119 $ 27,483 $ 1,710 $ 417 $ 2,751,261 
30 - 59 days past due  39,179  8,238  13,073  1,960  —  —  62,450 
60 - 89 days past due  6,668  7,165  3,034  57  —  —  16,924 
Over 90 days past due  9,702  14,068  6,515  1,762  2,796  —  34,843 
Total residential mortgage loans $ 1,970,718 $ 624,834 $ 233,741 $ 31,262 $ 4,506 $ 417 $ 2,865,478 

2021 2020 2019 2018 2017 Prior Total
As of December 31, 2021: (Dollars in thousands)
Commercial mortgage loans
Current $ 592,095 $ 534,839 $ 688,191 $ 459,451 $ 402,400 $ 951,526 $ 3,628,502 
30 - 59 days past due  —  —  —  —  —  —  — 
60 - 89 days past due  —  —  —  —  —  —  — 
Over 90 days past due  —  —  —  —  —  —  — 
Total commercial mortgage loans $ 592,095 $ 534,839 $ 688,191 $ 459,451 $ 402,400 $ 951,526 $ 3,628,502 

Agricultural mortgage loans
Current $ 165,764 $ 196,521 $ 19,714 $ 25,000 $ — $ — $ 406,999 
30 - 59 days past due  —  —  —  —  —  —  — 
60 - 89 days past due  —  —  —  —  —  —  — 
Over 90 days past due  —  —  —  —  —  —  — 
Total agricultural mortgage loans $ 165,764 $ 196,521 $ 19,714 $ 25,000 $ — $ — $ 406,999 

Residential mortgage loans
Current $ 1,092,438 $ 454,532 $ 67,380 $ 16,898 $ 751 $ — $ 1,631,999 
30 - 59 days past due  10,284  12,363  11,373  427  —  —  34,447 
60 - 89 days past due  1,838  1,090  102  —  —  —  3,030 
Over 90 days past due  679  5,459  907  —  —  —  7,045 
Total residential mortgage loans $ 1,105,239 $ 473,444 $ 79,762 $ 17,325 $ 751 $ — $ 1,676,521 
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Commercial, agricultural and residential mortgage loans are considered nonperforming when they become 90 days or more past due.  When 
loans become nonperforming, we place them on non-accrual status and discontinue recognizing interest income.  If payments are received on 
a nonperforming loan, interest income is recognized to the extent it would have been recognized if normal principal and interest would have 
been received timely.  If payments are received to bring a nonperforming loan back to less than 90 days past due, we will resume accruing 
interest income on that loan.  There were 59 loans in non-accrual status at December 31, 2022 and 13 loans in non-accrual status at 
December 31, 2021.  During the years ended December 31, 2022 and 2021, we recognized interest income of $670 thousand and 
$36 thousand, respectively, on loans which were in non-accrual status at the respective period end.  During the year ended December 31, 2020 
we recognized no interest income on loans which were in non-accrual status at the respective period end.

Troubled Debt Restructuring

A Troubled Debt Restructuring ("TDR") is a situation where we have granted a concession to a borrower for economic or legal reasons 
related to the borrower's financial difficulties that we would not otherwise consider.  A mortgage loan that has been granted new terms, 
including workout terms as described previously, would be considered a TDR if it meets conditions that would indicate a borrower is 
experiencing financial difficulty and the new terms constitute a concession on our part.  We analyze all loans where we have agreed to 
workout terms and all loans that we have refinanced to determine if they meet the definition of a TDR.  We consider the following factors in 
determining whether or not a borrower is experiencing financial difficulty:

• borrower is in default,
• borrower has declared bankruptcy,
• there is growing concern about the borrower's ability to continue as a going concern,
• borrower has insufficient cash flows to service debt,
• borrower's inability to obtain funds from other sources, and
• there is a breach of financial covenants by the borrower.

If the borrower is determined to be in financial difficulty, we consider the following conditions to determine if the borrower is granted a 
concession:

• assets used to satisfy debt are less than our recorded investment,
• interest rate is modified,
• maturity date extension at an interest rate less than market rate,
• capitalization of interest,
• delaying principal and/or interest for a period of three months or more, and
• partial forgiveness of the balance or charge-off.

Mortgage loan workouts, refinances or restructures that are classified as TDRs are individually evaluated and measured for impairment.  
There were no mortgage loans that we determined to be a TDR at December 31, 2022 and 2021, respectively. 

5.  Variable Interest Entities

We have relationships with various types of entities which may be VIEs.  Certain VIEs are consolidated in our financial results.  See Note 1 - 
Significant Accounting Policies for further details on our consolidation accounting policies.

Consolidated Variable Interest Entities

We are invested in four investment company real estate limited partnerships which own various limited liability companies that invest in 
residential real estate properties and one real estate limited liability company that invests in a commercial real estate property.  These entities 
are VIE's as the legal entities equity investors have insufficient equity at risk and lack of power to direct the activities that most significantly 
impact the economic performance.  We determined we are the primary beneficiary as a result of our power to control the entities through our 
significant ownership.  Due to the nature of the investment company real estate investments, the investments balance will fluctuate based on 
changes in the fair value of the properties as well as when purchases and sales of properties are made.  The investment balance in the 
commercial real estate property is held at depreciated cost, and is expected to decrease over time.

We are invested in two limited liability companies that invest in operating entities which hold multifamily real estate properties.  The entity is 
a VIE and we have determined we are the primary beneficiary as a result of our power to control the entity through our significant ownership.  
The investment balance, which represents an equity interest in the limited liability company, fluctuates based on changes in the fair value of 
the properties and the performance of the operating entities.

We are invested in two limited partnership feeder funds which each invest in a separate limited partnership fund. One fund holds 
infrastructure credit assets and the other holds tech-centric middle-market loans.  In both cases, the feeder fund limited partnerships are VIEs, 
and we determined we are the primary beneficiary as a result of our significant ownership of the limited partnerships and our obligation to 
absorb losses or receive benefits from the VIEs.  We have consolidated the assets and liabilities of the limited partnerships, which primarily 
consist of equity interests in limited partnerships. 
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The carrying amounts of our consolidated VIE assets, which can only be used to settle obligations of the consolidated VIEs, and liabilities of 
consolidated VIEs for which creditors do not have recourse were as follows:

December 31,
2022 2021

Total
Assets

Total
Liabilities

Total
Assets

Total
Liabilities

(Dollars in thousands)
Real estate investments $ 1,095,267 $ 78,244 $ 363,229 $ 20,168 
Real estate limited liability companies  66,258  287  —  — 
Limited partnership funds  620,741  113  168,711  — 

$ 1,782,266 $ 78,644 $ 531,940 $ 20,168 

Unconsolidated Variable Interest Entities

We provided debt funding to various special purpose vehicles, which are used to acquire and hold various types of loans or receivables.  
These legal entities are deemed VIEs because there is insufficient equity at risk.  We have determined we are not the primary beneficiary as 
we do not control the activities that most significantly impact the economic performance of the VIEs.  Our investments in these VIEs are 
reported in Fixed maturity securities, available for sale in the Consolidated Balance Sheets.

In 2021, we provided funding to a limited partnership which purchased a residential business purpose loan originator.  The limited partnership 
was deemed a VIE based on insufficient equity at risk, however, we are not the primary beneficiary due to our lack of control of the limited 
partnership.  In Q4 2022, as a result of equity capital raised from third party investors, the debt funding was repaid to us.  We have reassessed 
the VIE conclusion and concluded the limited partnership no longer meets the definition of a variable interest entity.  The unconsolidated VIE 
disclosures are no longer applicable.  The investment will be accounted for as an equity method investment and still be reported in Limited 
partnerships and limited liability companies in the Consolidated Balance Sheets.

The carrying value and maximum loss exposure for our unconsolidated VIEs were as follows:

December 31,
2022 2021

Asset
Carrying Value

Maximum 
Exposure to Loss

Asset
Carrying Value

Maximum 
Exposure to Loss

(Dollars in thousands)
Fixed maturity securities, available for sale $ 1,178,110 $ 1,178,110 $ 459,681 $ 459,681 
Other investments  —  —  345,000  345,000 
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6.     Derivative Instruments

We use derivative instruments to manage risks.  We have derivatives that are designated as hedging instruments and others that are not 
designated as hedging instruments.  Any change in the fair value of the derivatives is recognized immediately in the Consolidated Statements 
of Operations.  

The notional and fair values of our derivative instruments, including derivative instruments embedded in fixed index annuity contracts, 
presented in the Consolidated Balance Sheets are as follows:

December 31, 2022 December 31, 2021
Notional Fair Value Notional Fair Value

(Dollars in thousands)
Derivatives designated as hedging instruments
Assets

Derivative instruments
Interest rate swaps $ 408,369 $ 32,769 $ — $ — 

Derivatives not designated as hedging instruments
Assets

Derivative instruments
Call options $ 38,927,534 $ 397,789 $ 40,091,353 $ 1,276,574 
Warrants  2,020  1,169  2,020  906 

$ 38,929,554 $ 398,958 $ 40,093,373 $ 1,277,480 
Liabilities

Policy benefit reserves - annuity products
Fixed index annuities - embedded derivatives, net $ 4,820,845 $ 7,964,961 

Funds withheld for reinsurance liabilities
Reinsurance related embedded derivative  (441,864)  (2,362) 

$ 4,378,981 $ 7,962,599 

Derivatives Designated as Hedging Instruments

We use interest rate swaps that are designated and accounted for as fair value hedges to protect a portfolio of fixed-rate fixed maturity 
securities against changes in fair value due to changes in interest rates.  Our interest rate swap contracts allow us to pay a fixed rate and 
receive a floating rate utilizing the Secured Overnight Financing Rate at specified intervals based on a notional amount.  Interest rate swaps 
are carried at fair value and presented as Derivative instruments on the Consolidated Balance Sheets.

For derivative instruments that are designated and qualify as a fair value hedge, the gain or loss on the portion of the derivative instrument 
included in the assessment of hedge effectiveness and the offsetting gain or loss on the hedged item attributable to the hedged risk are 
recognized in the same line item in the Consolidated Statements of Operations.  The change in unrealized gain or loss attributable to interest 
rate changes on the fixed maturity securities that are designated as part of the hedge are reclassified out of Accumulated other comprehensive 
income (loss) into Change in fair value of derivatives in the Consolidated Statements of Operations.  The remaining change in unrealized gain 
or loss on the hedged item not associated with the risk being hedged is recognized as a component of Other comprehensive income. 

The following represents the amortized cost and cumulative fair value hedging adjustments included in the hedged assets:

Line Item in the Consolidated Balance Sheets in Which 
Hedged Item is Included

Amortized Cost
of Hedged Item

Cumulative Amount of Fair Value Basis 
Adjustment Gain (Loss)

December 31, 2022 December 31, 2021 December 31, 2022 December 31, 2021
                                                                                                       (Dollars in thousands)

Fixed maturities, available for sale:
Current hedging relationships $ 389,060 $ — $ (39,128) $ — 
Discontinued hedging relationships  1,594,736  —  (94,681)  — 
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The following represents a summary of the gains (losses) related to the derivatives and hedged items that qualify for fair value hedge 
accounting:

Derivative Hedged Item Net

Amount 
Excluded:

Recognized in 
Income 

Immediately
                                                                                                                          (Dollars in thousands)

For the year ended December 31, 2022
Interest rate swaps $ 215,587 $ (249,168) $ (33,581) $ 13,957 

For the year ended December 31, 2021
Interest rate swaps $ — $ — $ — $ — 

For the year ended December 31, 2020
Interest rate swaps $ — $ — $ — $ — 

Derivatives Not Designated as Hedging Instruments

We have fixed index annuity products that guarantee the return of principal to the policyholder and credit interest based on a percentage of the 
gain in a specified market index.  When fixed index annuity deposits are received, a portion of the deposit is used to purchase derivatives 
consisting of call options on the applicable market indices to fund the index credits due to fixed index annuity policyholders.  Substantially all 
such call options are one year options purchased to match the funding requirements of the underlying policies.  The call options are marked to 
fair value with the change in fair value included as a component of revenues.  The change in fair value of derivatives includes the gains or 
losses recognized at the expiration of the option term and the changes in fair value for open positions.  On the respective anniversary dates of 
the index policies, the index used to compute the index credit is reset and we purchase new call options to fund the next index credit.  We 
manage the cost of these purchases through the terms of our fixed index annuities, which permit us to change caps, participation rates, and/or 
asset fees, subject to guaranteed minimums on each policy's anniversary date.  By adjusting caps, participation rates, or asset fees, we can 
generally manage option costs except in cases where the contractual features would prevent further modifications.

The changes in fair value of derivatives not designated as hedging instruments included in the Consolidated Statements of Operations are as 
follows:

Year Ended 
 December 31,

2022 2021 2020
(Dollars in thousands)

Change in fair value of derivatives:
Call options $ (1,118,768) $ 1,347,925 $ 34,604 
Warrants  264  810  — 
Interest rate swaps  13,957  —  — 
Interest rate caps  —  —  62 

$ (1,104,547) $ 1,348,735 $ 34,666 
Change in fair value of embedded derivatives:

Fixed index annuities - embedded derivatives $ (2,561,676) $ (876,803) $ (1,922,085) 
Other changes in difference between policy benefit reserves computed using 

derivative accounting vs. long-duration contracts accounting  648,580  520,863  635,298 
Reinsurance related embedded derivative  (439,502)  (2,362)  — 

$ (2,352,598) $ (358,302) $ (1,286,787) 

The amounts presented as "Other changes in difference between policy benefit reserves computed using derivative accounting vs. long-
duration contracts accounting" represents the total change in the difference between policy benefit reserves for fixed index annuities 
computed under the derivative accounting standard and the long-duration contracts accounting standard at each balance sheet date, less the 
change in fair value of our fixed index annuities embedded derivatives that is presented as Level 3 liabilities in Note 2 - Fair Values of 
Financial Instruments.
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Derivative Exposure

We attempt to mitigate potential risk of loss due to the nonperformance of the counterparties through a regular monitoring process which 
evaluates the program's effectiveness.  We do not purchase derivative instruments that would require payment or collateral to another 
institution and our derivative instruments do not contain counterparty credit-risk-related contingent features.  We are exposed to risk of loss in 
the event of nonperformance by the counterparties and, accordingly, we purchase our derivative instruments from multiple counterparties and 
evaluate the creditworthiness of all counterparties prior to purchase of the contracts.  All non-exchange traded derivative instruments have 
been purchased from nationally recognized financial institutions with a Standard and Poor's credit rating of A- or higher at the time of 
purchase and the maximum credit exposure to any single counterparty is subject to concentration limits.  Both our call options and interest 
rate swaps fall under the same credit support agreements with each counterparty that allow us to request the counterparty to provide collateral 
to us when the fair value of our exposure to the counterparty exceeds specified amounts. 

The notional amount and fair value of our call options and interest rate swaps by counterparty and each counterparty's current credit rating are 
as follows:

December 31,
2022 2021

Counterparty
Credit Rating 

(S&P)
Credit Rating 

(Moody's)
Notional
Amount Fair Value

Notional
Amount Fair Value

(Dollars in thousands)
Bank of America A+ Aa2 $ 3,574,125 $ 26,080 $ 3,556,256 $ 99,229 
Barclays A A1  3,686,896  39,657  4,213,658  157,865 
Canadian Imperial Bank of Commerce A+ Aa2  2,707,734  34,218  3,956,329  141,540 
Citibank, N.A. A+ Aa3  3,748,162  29,873  3,190,833  115,860 
Credit Suisse A- A3  2,086,470  20,691  3,716,868  113,295 
J.P. Morgan A+ Aa2  6,501,103  69,006  4,482,832  105,899 
Morgan Stanley A+ Aa3  2,957,389  38,470  2,223,743  47,950 
Royal Bank of Canada AA- A2  4,378,132  58,026  3,567,972  100,472 
Societe Generale A A1  2,099,081  17,157  2,548,072  86,494 
Truist A A2  1,960,787  32,885  2,547,808  94,924 
Wells Fargo A+ Aa2  5,436,824  61,840  5,820,381  206,403 
Exchange traded  199,200  2,655  266,601  6,643 

$ 39,335,903 $ 430,558 $ 40,091,353 $ 1,276,574 

As of December 31, 2022 and 2021, we held $0.4 billion and $1.3 billion, respectively, of cash and cash equivalents and other investments 
from counterparties for derivative collateral, which is included in Other liabilities on our Consolidated Balance Sheets.  This derivative 
collateral limits the maximum amount of economic loss due to credit risk that we would incur if the counterparties failed completely to 
perform according to the terms of the contracts to $3.3 million and $8.5 million at December 31, 2022 and 2021, respectively.

The future index credits on our fixed index annuities are treated as a "series of embedded derivatives" over the expected life of the applicable 
contract.  We do not purchase call options to fund the index liabilities which may arise after the next policy anniversary date.  We must value 
both the call options and the related forward embedded options in the policies at fair value. 

We cede certain fixed index annuity product liabilities to third party reinsurers on a modified coinsurance basis which results in an embedded 
derivative.  The obligation to pay the total return on the assets supporting liabilities associated with this reinsurance agreement represents a 
total return swap.  The fair value of the total return swap is based on the unrealized gains and losses of the underlying assets held in the 
modified coinsurance portfolio.  The reinsurance related embedded derivative is reported in Funds withheld for reinsurance liabilities on the 
Consolidated Balance Sheets and the change in the fair value of the embedded derivative is reported in Change in fair value of embedded 
derivatives on the Consolidated Statements of Operations.  See Note 8 – Reinsurance and Policy Provisions for further discussion on these 
reinsurance agreements.
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7.     Deferred Policy Acquisition Costs, Deferred Sales Inducements and Liability for Lifetime Income Benefit Riders

Policy acquisition costs deferred and amortized are as follows:

December 31,
2022 2021 2020

(Dollars in thousands)
Balance at beginning of year $ 2,222,769 $ 2,225,199 $ 3,033,649 
Costs deferred during the year:

Commissions  194,856  303,192  251,428 
Policy issue costs  3,767  4,665  3,725 

Amortization:
Amortization  (558,447)  (313,990)  (2,769) 
Impact of unlocking  (56,853)  45,662  (646,785) 

Effect of net unrealized gains/losses  1,944,039  299,478  (414,049) 
Write-off related to in-force ceded reinsurance  (188,056)  (341,437)  — 
Balance at end of year $ 3,562,075 $ 2,222,769 $ 2,225,199 

Sales inducements deferred and amortized are as follows:

December 31,
2022 2021 2020

(Dollars in thousands)
Balance at beginning of year $ 1,546,073 $ 1,448,375 $ 2,042,060 
Costs deferred during the year  107,691  95,160  93,610 
Amortization:

Amortization  (362,866)  (197,799)  (10,063) 
Impact of unlocking  (45,682)  45,107  (428,101) 

Effect of net unrealized gains/losses  1,348,134  155,230  (249,131) 
Balance at end of year $ 2,593,350 $ 1,546,073 $ 1,448,375 

The following table presents a rollforward of the liability for lifetime income benefit riders (net of coinsurance ceded):

December 31,
2022 2021 2020

(Dollars in thousands)
Balance at beginning of year $ 2,794,629 $ 2,485,123 $ 1,670,750 
Benefit expense accrual  387,821  206,180  311,211 
Impact of unlocking  (53,042)  243,658  285,825 
Effect of net unrealized gains/losses  (996,876)  (101,848)  217,337 
Reduction related to in-force ceded reinsurance  (403,406)  (38,484)  — 
Claim payments  —  —  — 
Balance at end of year $ 1,729,126 $ 2,794,629 $ 2,485,123 

We periodically update the key assumptions used in the calculation of amortization of deferred policy acquisition costs and deferred sales 
inducements retrospectively through an unlocking process when estimates of current or future gross profits/margins (including the impact of 
realized investment gains and losses) to be realized from a group of products are revised.  In addition, we periodically update the assumptions 
used in determining the liability for lifetime income benefit riders.

We review these assumptions quarterly and as a result of these reviews, we made updates to assumptions in 2022, 2021 and 2020.  

During 2022 and 2021, American Equity Life entered into reinsurance agreements which ceded in-force fixed index annuity product 
liabilities.  As a result, there was a write-off of deferred acquisition costs and a reduction of the liability for lifetime income benefit riders 
associated with the blocks of in-force liabilities ceded under the agreements.  See Note 8 - Reinsurance and Policy Provisions for further 
discussion of these reinsurance agreements. 
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2022 Assumption Updates

The most significant assumption updates made in 2022 were to investment spread assumptions, including the net investment earned rate and 
crediting rate on policies, lapse rate and partial withdrawal assumptions, and lifetime income benefit rider utilization assumptions.

We updated our assumption for investment spread for American Equity Life to remain steady at 2.60% through an eight-year reversion 
period.  We increased our long-term net investment earned rate assumption by 40 basis points with an assumption of 4.25% in the near term 
increasing to 5.00% over the eight-year reversion period, and we increased our long-term crediting/discount rate assumption by 30 basis 
points with an assumption of 1.65% in the near term increasing to 2.40% over the eight-year reversion period.  In addition, we adjusted the 
grading of the discount rate assumption in the embedded derivative calculation.  This change results in an increase in expected future gross 
profits and therefore a slight increase in the deferred policy acquisition costs and deferred sales inducements balances.  This also results in a 
decrease in the liability for lifetime income benefit riders due to a higher discount rate.

We updated lapse rate and partial withdrawal assumptions based on actual historical experience.  We refreshed lapse tables based on 5 years 
of lapse experience and implemented a 1% lapse floor.  For policies with a lifetime income benefit rider that does not charge a fee, we 
increased the lapse rates.  For policies with a lifetime income benefit rider that has been utilized, we decreased the lapse rates.  We expanded 
our partial withdrawal assumptions to include scalars in our assumptions during the surrender charge period, shock period, and post-shock 
period.  This resulted in partial withdrawals extending beyond the surrender charge period.  The net impact of the lapse rate and partial 
withdrawal assumptions resulted in a decrease in expected future gross profits and a decrease in the deferred policy acquisition costs and 
deferred sales inducements balances.  The net impact of these changes resulted in an increase in the liability for lifetime income benefit riders 
due to higher excess claims and lower gross profits.

We updated our lifetime income benefit rider utilization assumption structure to capture policyholder characteristics at a more granular level.  
This resulted in an increase in the number of policies utilizing and increased the excess claims.  The impact of this change results in an 
increase in the liability for lifetime income benefit riders and an increase in the deferred policy acquisition costs and deferred sales 
inducements balances.

2021 Assumption Updates

The most significant assumption updates made in 2021 were to investment spread assumptions, including the net investment earned rate and 
crediting rate on policies, lifetime income benefit rider utilization assumptions, mortality assumptions, and lapse rate assumptions as 
discussed below.  

Due to the continued low interest rate environment, we updated our assumption for investment spread for American Equity Life to 2.25% in 
the near term and increasing to 2.50% over an eight-year reversion period and our assumption for crediting/discount rate to 1.55% increasing 
to 2.10% over an eight-year reversion period.  Prior to these assumption updates, our long-term assumption for aggregate investment spread 
was at 2.60% at then end of an eight-year reversion period, with a near term crediting/discount rate of 1.60% increasing to 2.10% over an 
eight-year reversion period.  The assumption change to decrease aggregate investment spread resulted in lower expected future gross profits 
as compared to previous estimates and a decrease in the balances of deferred policy acquisition costs and deferred sales inducements.  

We updated lapse rate and mortality assumptions based on historical experience.  For certain annuity products without a lifetime income 
benefit rider, the lapse rate assumption was increased in more recent cohorts to reflect higher lapses on polices with a market value adjustment 
("MVA") feature.  For other annuity products with a lifetime income benefit rider, the population was bifurcated based on whether policies 
had utilized the rider.  For those policies which had utilized the rider, the lapse rate assumption was decreased in later durations.  The overall 
mortality assumption was lowered to reflect historical experience.  The net impact of the updates to the lapse rate and mortality assumptions 
resulted in higher expected future gross profits as compared to previous estimates and an increase in the balances of deferred policy 
acquisition costs and deferred sales inducements.  The net impact of the updates to lapse rate and mortality assumptions resulted in an 
increase in the liability for lifetime income benefit riders due to a greater amount of expected benefit payments in excess of account values.  

We updated the lifetime income benefit rider utilization assumption based on historical experience.  The ultimate utilization assumption was 
lowered for policies with a fee rider and certain policies with a no-fee rider.  In addition, the utilization assumption was changed to reflect 
seasonality with higher utilization rates during the first quarter of each year.  The net impact of the updates to the utilization assumption 
resulted in a decrease in the liability for lifetime income benefit riders due to a lower amount of expected benefits payments due to lower 
expected utilization.  The net impact of the updates to the utilization assumption resulted in higher expected future gross profits as compared 
to previous estimates and an increase in the balances of deferred policy acquisition costs and deferred sales inducements.

2020 Assumption Updates

The most significant assumption updates made in 2020 were to investment spread assumptions, including the net investment earned rate and 
crediting rates on policies, as well as updates to lapse rate and partial withdrawal assumptions.

Due to the economic and low interest rate environments, we updated our assumption for aggregate investment spread to 2.40% in the near-
term increasing to 2.60% over an eight-year reversion period and our assumption for crediting/discount rate to 1.60% increasing to 2.10% 
over an eight-year reversion period.  Prior to these assumption updates, our long-term assumption for aggregate investment spread was steady 
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at 2.60%, with a near term crediting/discount rate of 1.90% increasing to 2.90% over a 20 year reversion period.  The assumption update to 
decrease aggregate investment spread resulted in lower expected future gross profits as compared to previous estimates and a decrease in the 
balances of deferred policy acquisition costs and deferred sales inducements.  The decrease in the crediting rate, which is used as the discount 
rate in the calculation of the liability for lifetime income benefit riders, resulted in an increase in the liability for lifetime income benefit 
riders.  

We updated lapse rate and partial withdrawal assumptions based on actual historical experience.  For certain annuity products without a 
lifetime income benefit rider, lapse rate and partial withdrawal assumptions were increased while for certain annuity products with a lifetime 
income benefit rider, lapse rate and partial withdrawal assumptions were decreased.  The net impact of the updates to lapse rate and partial 
withdrawal assumptions resulted in lower expected future gross profits as compared to previous estimates and a decrease in the balances of 
deferred policy acquisition costs and deferred sales inducements.  The net impact of the updates to lapse rate and partial withdrawal 
assumptions resulted in an increase in the liability for lifetime income benefit riders due to a greater amount of expected benefit payments in 
excess of account values.

8.     Reinsurance and Policy Provisions

Coinsurance

We have two coinsurance agreements with EquiTrust Life Insurance Company ("EquiTrust"), covering 70% of certain of American Equity 
Life's fixed index and fixed rate annuities issued from August 1, 2001 through December 31, 2001, 40% of those contracts issued during 2002 
and 2003, and 20% of those contracts issued from January 1, 2004 to July 31, 2004.  The business reinsured under these agreements may not 
be recaptured.  Coinsurance deposits (aggregate policy benefit reserves transferred to EquiTrust under these agreements) were $323.7 million 
and $381.4 million at December 31, 2022 and 2021, respectively.  We remain liable to policyholders with respect to the policy liabilities 
ceded to EquiTrust should EquiTrust fail to meet the obligations it has coinsured.  The balance due from or due to EquiTrust under these 
agreements was a $0.8 million receivable and $7.8 million payable at December 31, 2022 and 2021, respectively, and represents the fair value 
of call options held by us to fund index credits related to the ceded business net of cash due to or from EquiTrust related to monthly 
settlements of policy activity and other expenses.

We have three coinsurance agreements with Athene Life Re Ltd. ("Athene"), an unauthorized life reinsurer domiciled in Bermuda.  One 
agreement ceded 20% of certain of American Equity Life's fixed index annuities issued from January 1, 2009 through March 31, 2010.  The 
second agreement ceded 80% of American Equity Life's multi-year rate guaranteed annuities issued from July 1, 2009 through December 31, 
2013 and 80% of Eagle Life's multi-year rate guaranteed annuities issued from November 20, 2013 through December 31, 2013.  The third 
agreement ceded 80% of certain of American Equity Life's and Eagle Life's multi-year rate guaranteed annuities issued on or after January 1, 
2014 through December 31, 2020, 80% of Eagle Life's fixed index annuities issued prior to January 1, 2017, 50% of certain of Eagle Life's 
fixed index annuities issued from January 1, 2017 through December 31, 2018, 20% of certain of Eagle Life's fixed index annuities issued on 
or after January 1, 2019 through December 31, 2020 and 80% of certain of American Equity Life's fixed index annuities issued from August 
1, 2016 through December 31, 2016.  Effective January 1, 2021, no new business is being ceded to Athene.  The business reinsured under any 
of the Athene agreements may not be recaptured.  Coinsurance deposits (aggregate policy benefit reserves transferred to Athene under these 
agreements) were $3.1 billion and $3.7 billion at December 31, 2022 and 2021, respectively.  American Equity Life is an intermediary for 
reinsurance of Eagle Life's business ceded to Athene.  American Equity Life and Eagle Life remain liable to policyholders with respect to the 
policy liabilities ceded to Athene should Athene fail to meet the obligations it has coinsured.  The annuity deposits that have been ceded to 
Athene are secured by assets held in trusts and American Equity Life is the sole beneficiary of the trusts.  The assets in the trusts are required 
to remain at a value that is sufficient to support the current balance of policy benefit liabilities of the ceded business on a statutory basis.  If 
the value of the trust accounts would ever be less than the amount of the ceded policy benefit liabilities on a statutory basis, Athene is 
required to either establish a letter of credit or deposit securities in the trusts for the amount of any shortfall.  The balance due under these 
agreements to Athene was $16.9 million and $74.8 million at December 31, 2022 and 2021, respectively, and represents the fair value of call 
options held by us to fund index credits related to the ceded business net of cash due from Athene related to monthly settlements of policy 
activity.  

Effective July 1, 2021 American Equity Life entered into a reinsurance agreement with North End Re (North End Re reinsurance treaty), a 
wholly-owned subsidiary of Brookfield Asset Management Reinsurance Partners Ltd. (“Brookfield Reinsurance” or “Brookfield”) to reinsure 
approximately $4.3 billion of in-force fixed indexed annuity product liabilities as of the effective date of the reinsurance agreement, 70% on a 
modified coinsurance (“modco”) basis and 30% on a coinsurance basis.  The liabilities reinsured on a coinsurance basis are secured by assets 
held in both a statutory and supplemental trust (collectively referred to as the “trusts”).  The liabilities reinsured on a modco basis are secured 
by a segregated modco account in which the assets are maintained by American Equity Life.  American Equity Life transferred cash of $2.6 
billion to the segregated modco account and $1.1 billion to the statutory trust at close of this reinsurance agreement on October 8, 2021.  
American Equity Life will receive an annual ceding commission equal to 49 basis points and the Company will receive an annual asset 
liability management fee equal to 30 basis points calculated based on the initial cash surrender value of liabilities ceded.  Such fees are fixed 
and contractually guaranteed for six years with the additional and final seventh year payment partially contingent on certain performance 
obligations for both parties.  The initial net present value of the ceding commission related to the in-force business was $114.1 million. 

Table of Contents
AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F-42



As part of the North End Re reinsurance treaty, American Equity Life is also ceding 75% of certain fixed index annuities issued after the 
effective date of the agreement, 70% on a modco basis and 30% on a coinsurance basis to North End Re.  Effective July 1, 2022, the North 
End Re reinsurance treaty was amended to include additional fixed index annuity products.  As part of this amendment, 75% of an additional 
block of in-force fixed indexed annuity product liabilities issued after July 1, 2021 was ceded, 70% on a modco basis and 30% on a 
coinsurance basis.  On sales subsequent to the effective date of the North End Re reinsurance treaty, American Equity Life will receive an 
annual ceding commission equal to 140 basis points and the Company will receive an annual asset liability management fee equal to 30 basis 
points calculated based on the initial cash surrender value of liabilities ceded.  Such fees are fixed and contractually guaranteed for six years 
with the additional and final seventh year payment being contingent on certain performance obligations for both parties.  The initial net 
present value of the ceding commission related to the flow business ceded in 2022 and 2021 was $67.7 million and $27.1 million, 
respectively.  The asset liability management fee recognized in Other revenue in 2022 and 2021 was $12.7 million and $5.5 million, 
respectively.

In addition, American Equity Life will receive certain acquisition cost reimbursements and an on-going annual expense reimbursement on 
each policy subject to the reinsurance agreement for the entirety of the policy duration.  Acquisition cost reimbursements will reduce policy 
acquisition costs deferred. 

As a result of the North End Re reinsurance treaty, there is a deferred gain of $481.2 million and $321.7 million which is recorded in Other 
liabilities as of December 31, 2022 and 2021, respectively.  This deferred gain represents the unamortized portion of the cost of reinsurance 
related to the in-force business and new business which will be amortized over the life of the underlying reinsured policies.  The deferred gain 
consists primarily of the difference between liabilities ceded and assets transferred as part of the reinsurance agreement and the present value 
of the ceding commissions previously noted offset by a reduction in deferred policy acquisition costs associated with the the in-force business 
ceded.  The amortization of the deferred gain recognized in Other revenue in 2022 and 2021 was $28.4 million and $10.2 million, 
respectively.

American Equity Life remains liable to policyholders with respect to the policy liabilities ceded to North End Re should North End Re fail to 
meet the obligations it has reinsured.  

The assets in the trusts and modco account are required to remain at a value that is sufficient to support the current balance of policy benefit 
liabilities of the ceded business on a statutory basis.  The assets in the trusts and modco account are subject to investment management 
agreements between American Equity Life and North End Re.  The assets in the modco account earned net investment income of $95.4 
million and $11.4 million during 2022 and 2021, respectively, which are reflected within the Net investment income line in the Consolidated 
Statements of Operations and presented net of amounts earned for the benefit of the reinsurer.

As of December 31, 2022 and 2021, coinsurance deposits (aggregate policy benefits reserves transferred to North End Re under these 
agreements) were $5.7 billion and $4.6 billion, respectively.  The balance due under these agreements to North End Re was $124.2 million 
and $127.9 million which is recorded in Other liabilities at December 31, 2022 and 2021, respectively.

Separate from the reinsurance transaction, Brookfield Reinsurance, has an approximate 18.7% interest in the Company's outstanding common 
stock as of December 31, 2022.  See Note 15 - Earnings Per Common Share and Stockholders' Equity for further discussion of Brookfield's 
ownership.

Effective October 1, 2022 American Equity Life entered into a reinsurance agreement with an unaffiliated reinsurer AeBe ISA LTD 
(“AeBe”), a Bermuda exempted company affiliated with 26North Holdings LP (“26North”), that is an incorporated segregated account 
licensed as a Class E reinsurer.  Under the agreement, American Equity Life ceded $4.3 billion of certain in-force fixed indexed and fixed rate 
annuity product liabilities as of October 3, 2022, the effective date of the reinsurance agreement, 75% on a funds withheld coinsurance basis 
and 25% on a coinsurance basis. The liabilities reinsured on a coinsurance basis are secured by assets held in both a statutory and 
supplemental trust (collectively referred to as the “trusts”).  The liabilities reinsured on a funds withheld basis are secured by a segregated 
funds withheld account in which the assets are maintained by American Equity Life.  American Equity Life transferred cash and investments 
with a fair value of $3.0 billion to the segregated funds withheld account and $1.0 billion to the statutory trust at close of this reinsurance 
agreement on October 3, 2022.  At the close of the reinsurance agreement, American Equity Life received a closing ceding commission of 
$70.0 million.  American Equity Life will also receive certain acquisition cost reimbursements and an on-going annual expense 
reimbursement on each policy subject to the reinsurance agreement for the entirety of the policy duration.

As a result of the AeBe reinsurance treaty, there is a deferred gain of $126.3 million which is recorded in Other liabilities as of December 31, 
2022.  This deferred gain represents the unamortized portion of the cost of reinsurance related to the in-force business which will be 
amortized over the life of the underlying reinsured policies.  The deferred gain consists primarily of the difference between liabilities ceded 
and assets transferred as part of the reinsurance agreement and the closing ceding commission previously noted offset by a reduction in 
deferred policy acquisition costs associated with the in-force business ceded.  The amortization of the deferred gain recognized in Other 
revenue in 2022 was $2.8 million.

American Equity Life remains liable to policyholders with respect to the policy liabilities ceded to AeBe should AeBe fail to meet the 
obligations it has reinsured.
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The assets in the trusts and funds withheld account are required to remain at a value that is sufficient to support the current balance of policy 
benefit liabilities of the ceded business on a statutory basis.  The assets in the trusts and funds withheld account are subject to investment 
management agreements between American Equity Life and 26North.  The assets in the funds withheld account earned net investment income 
of $42.3 million during 2022, which is reflected within the Net investment income line in the Consolidated Statements of Operations and 
presented net of amounts earned for the benefit of the reinsurer.

As of December 31, 2022, coinsurance deposits (aggregate policy benefits reserves transferred to AeBe under these agreements) were $4.2 
billion.  The balance due under these agreements to AeBe was $38.0 million which is recorded in Other liabilities at December 31, 2022.  

American Equity Life has the option to cede liabilities of certain single premium fixed deferred annuities, or policies as otherwise agreed to 
by parties issued after the treaty effective date, at risk adjusted pricing terms that may be acceptable to American Equity Life at that time.  For 
flow business ceded, American Equity Life will receive an annual ceding commission over the term of the policy of up to 0.50% of the 
premium received. 

Amounts ceded to EquiTrust, Athene, North End Re and AeBe under these agreements are as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Consolidated Statements of Operations
Annuity product charges $ 49,093 $ 20,351 $ 7,021 
Change in fair value of derivatives  (184,388)  140,641  43,080 

$ (135,295) $ 160,992 $ 50,101 

Interest sensitive and index product benefits $ 103,542 $ 303,035 $ 152,485 
Change in fair value of embedded derivatives  81,907  (76,915)  4,352 
Other operating costs and expenses  18,318  16,440  17,663 

$ 203,767 $ 242,560 $ 174,500 
Consolidated Statements of Cash Flows
Annuity deposits $ (982,176) $ (424,819) $ (35,667) 
Cash payments to policyholders  1,029,667  984,260  466,311 

$ 47,491 $ 559,441 $ 430,644 

We calculate estimated losses on reinsurance recoverable balances by determining an expected loss ratio.  The expected loss ratio is based on 
industry historical loss experience and expected recovery timing adjusted for certain current and forecasted environmental factors 
management believes to be relevant.  Estimated losses related to our reinsurance recoverable balances were $8.7 million and $2.3 million as 
of December 31, 2022 and 2021, respectively.

We monitor concentration of reinsurance risk with third party reinsurers and monitor concentration as well as financial strength ratings of our 
reinsurers.  

Financing Arrangements 

Effective April 1, 2019, we entered into a reinsurance agreement with Hannover Life Reassurance Company of America ("Hannover"), which 
was treated as reinsurance under statutory accounting practices and as a financing arrangement under GAAP.  The statutory surplus benefit 
under this agreement was eliminated under GAAP and the associated charges were recorded as risk charges and included in Other operating 
costs and expenses in the Consolidated Statements of Operations.  The 2019 Hannover Agreement was a coinsurance funds withheld 
reinsurance agreement for statutory purposes covering 80% of lifetime income benefit rider payments in excess of policy fund values and 
waived surrender charges related to penalty free withdrawals on certain business.  

We paid a quarterly risk charge based on the pretax statutory benefit as of the end of each calendar quarter.  Risk charges attributable to our 
2019 agreement with Hannover were $33.1 million and $44.7 million during 2021 and 2020, respectively.  Effective October 1, 2021, we 
recaptured the 2019 Hannover agreement.
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Intercompany Reinsurance Agreements

Effective October 1, 2021, American Equity Life entered into a reinsurance agreement with AEL Re Vermont, a wholly-owned captive 
reinsurance company, to cede a portion of lifetime income benefit rider payments in excess of policy fund values on a funds withheld basis 
("The AEL Re Vermont Agreement").  In connection with the agreement, AEL Re Vermont entered into an excess of loss ("XOL") 
reinsurance agreement with Hannover to retrocede the lifetime income benefit rider payments in excess of the policy fund values ceded under 
the AEL Re Vermont Agreement after the funds withheld account balance is exhausted.  AEL Re Vermont is permitted to carry the XOL 
treaty as an admitted asset on the AEL Re Vermont statutory balance sheet.  The effects of this agreement are not accounted for as reinsurance 
as it does not satisfy the risk transfer requirements for GAAP.  AEL Re Vermont incurred risk charges of $11.7 million and $2.8 million 
during the years ended December 31, 2022 and 2021, respectively, in relation to this XOL agreement with Hannover.  The risk charges are 
included in Other operating costs and expenses in the Consolidated Statements of Operations. 

Effective December 31, 2021, American Equity Life executed a coinsurance agreement with AEL Re Bermuda, an affiliated Bermuda 
reinsurer, wholly-owned by American Equity Investment Life Holding Company, to reinsure a quota share of fixed index annuities issued 
from January 1, 1997 through December 31, 2007.  The treaty is maintained on a funds withheld basis. 

All intercompany balances have been eliminated in the preparation of the accompanying financial statements.  

9.     Income Taxes

We file consolidated federal income tax returns that include all of our wholly-owned subsidiaries.  Our income tax expense as presented in the 
consolidated financial statements is summarized as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Consolidated statements of operations:

Current income taxes $ 20,209 $ 332 $ 3,430 
Deferred income taxes  304,946  128,423  141,071 

Total income tax expense included in consolidated statements of operations  325,155  128,755  144,501 
Stockholders' equity:

Expense (benefit) relating to:
Adoption of expected credit loss model  —  —  (2,543) 
Change in net unrealized investment losses  (1,067,791)  (90,284)  225,746 

Total income tax expense included in consolidated financial statements $ (742,636) $ 38,471 $ 367,704 

Income tax expense in the consolidated statements of operations differed from the amount computed at the applicable statutory federal income 
tax rates of 21% for the years ended December 31, 2022, 2021, and 2020 as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
Income before income taxes $ 1,546,457 $ 602,747 $ 815,961 

Income tax expense on income before income taxes $ 324,756 $ 126,577 $ 171,352 
Tax effect of:

State income taxes  2,564  5,239  5,749 
Tax exempt net investment income  (4,065)  (4,715)  (4,602) 
Tax rate differential on net operating loss carryback  —  —  (30,041) 
Other  1,900  1,654  2,043 

Income tax expense $ 325,155 $ 128,755 $ 144,501 
Effective tax rate  21.0 %  21.4 %  17.7 %

The effective tax rate for the year ended December 31, 2020 was positively impacted by $30.0 million related to the provision of the CARES 
ACT which allowed net operating losses for 2018 through 2020 to be carried back to previous tax years in which a 35% statutory tax rate was 
in effect.
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Deferred income tax assets or liabilities are established for temporary differences between the financial reporting amounts and tax bases of 
assets and liabilities that will result in deductible or taxable amounts, respectively, in future years.  The tax effects of temporary differences 
that give rise to the deferred tax assets and liabilities at December 31, 2022 and 2021, are as follows:

December 31,
2022 2021

(Dollars in thousands)
Deferred income tax assets:

Policy benefit reserves $ — $ 524,412 
Credit losses/impairments  10,531  15,275 
Net unrealized losses on available for sale fixed maturity securities  578,476  — 
Amounts due reinsurer  1,047,159  745,839 
Other policyholder funds  358  3,332 
Deferred compensation  3,866  3,434 
Share-based compensation  422  5,171 
Net operating loss carryforwards  50,913  87,314 
Other  71,682  1,140 
Gross deferred tax assets  1,763,407  1,385,917 

Deferred income tax liabilities:
Deferred policy acquisition costs and deferred sales inducements  (655,164)  (1,170,859) 
Net unrealized gains on available for sale fixed maturity securities  —  (489,290) 
Derivative instruments  (145,785)  (107,717) 
Policy benefit reserves  (566,100)  (98,616) 
Investment income items  (155,864)  (56,285) 
Other  (19,621)  (5,124) 

Gross deferred tax liabilities  (1,542,534)  (1,927,891) 
Net deferred income tax asset (liability) $ 220,873 $ (541,974) 

Included in deferred income taxes is the expected income tax benefit attributable to unrealized losses on available for sale fixed maturity 
securities.  There is no valuation allowance provided for the deferred income tax asset attributable to unrealized losses on available for sale 
fixed maturity securities. We have the intent and ability to hold these securities to maturity or recovery of value, whichever is sooner. 
Realization of our deferred income tax assets is more likely than not based on expectations as to our future taxable income and considering all 
other available evidence, both positive and negative. Therefore, no valuation allowance against deferred income tax assets has been 
established as of December 31, 2022 and 2021.

There were no material income tax contingencies requiring recognition in our consolidated financial statements as of December 31, 2022.  
Our tax returns are subject to audit by various federal, state and local tax authorities.  The Company's income tax returns are subject to 
examination by the IRS and state tax authorities, generally for three years after they are due or filed, whichever is later.  Tax years ended 
before December 31, 2019 are no longer open to examination by the IRS.

At December 31, 2022 and 2021, we had federal net operating losses of $170.5 million and $419.5 million, respectively, primarily related to a 
reinsurance transaction that occurred in 2021.  The federal net operating losses are carried forward indefinitely.  Additionally, at 
December 31, 2022 and 2021, we had $45.7 million and $0 million, respectively, of capital loss carryforwards for federal income tax 
purposes that can be carried forward for five years. 
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10.     Notes and Loan Payable

Notes and loan payable includes the following:

December 31,
2022 2021

(Dollars in thousands)
Senior notes due 2027

Principal $ 500,000 $ 500,000 
Unamortized debt issue costs  (2,960)  (3,537) 
Unamortized discount  (178)  (213) 

Term loan due 2027
Principal  300,000  — 
Principal paydown  (3,750)  — 
Unamortized debt issue costs  (1,039)  — 

$ 792,073 $ 496,250 

On June 16, 2017, we issued $500 million aggregate principal amount of senior unsecured notes due 2027 which bear interest at 5.0% per 
year and will mature on June 15, 2027 (the “2027 Notes”).  The 2027 Notes were issued at a $0.3 million discount, which is being amortized 
over the term of the 2027 Notes using the effective interest method.  Contractual interest is payable semi-annually in arrears each June 15th 
and December 15th.  The initial transaction fees and costs totaling $5.8 million were capitalized as deferred financing costs and are being 
amortized over the term of the 2027 Notes using the effective interest method.  

On February 15, 2022, we entered into a five-year, $300 million unsecured delayed draw term loan credit agreement.  On July 6, 2022, we 
borrowed $300 million under this agreement.  We will pay a floating rate of interest on the term loan utilizing SOFR adjusted for a credit 
spread.  The term loan matures on February 15, 2027 and is amortizing at 2.5% annually for the first three years and 5.0% for the last two 
years.

On September 30, 2016, we entered into a credit agreement with six banks that provided for a $150 million unsecured revolving line of credit 
that terminated on September 30, 2021 and a $100 million term loan that was scheduled to terminate on September 30, 2019 but was repaid 
on June 16, 2017 without penalty.  

11.   Subordinated Debentures

Our wholly-owned subsidiary trust (which is not consolidated) has issued fixed rate and floating rate trust preferred securities and has used 
the proceeds from these offerings to purchase subordinated debentures from us.  We also issued subordinated debentures to the trust in 
exchange for all of the common securities of the trust.  The sole assets of the trust are the subordinated debentures and any interest accrued 
thereon.  The interest payment dates on the subordinated debentures correspond to the distribution dates on the trust preferred securities issued 
by the trust.  The trust preferred securities mature simultaneously with the subordinated debentures.  Our obligations under the subordinated 
debentures and related agreements provide a full and unconditional guarantee of payments due under the trust preferred securities.  

Following is a summary of subordinated debt obligations to the trusts at December 31, 2022 and 2021:

December 31,
2022 2021 Interest Rate Due Date

(Dollars in thousands)
American Equity Capital Trust II $ 78,753 $ 78,421 5% June 1, 2047

The principal amount of the subordinated debentures issued by us to American Equity Capital Trust II ("Trust II") is $100.0 million.  These 
debentures were assigned a fair value of $74.7 million at the date of issue (based upon an effective yield-to-maturity of 6.8%).  The difference 
between the fair value at the date of issue and the principal amount is being accreted over the life of the debentures.  The trust preferred 
securities issued by Trust II were issued to Iowa Farm Bureau Federation, which owns a majority of FBL Financial Group, Inc. ("FBL").  The 
consideration received by Trust II in connection with the issuance of its trust preferred securities consisted of fixed income securities of equal 
value which were issued by FBL.
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12.   Retirement and Share-based Compensation Plans

We have adopted a contributory defined contribution plan which is qualified under Section 401(k) of the Internal Revenue Code.  The plan 
covers substantially all of our full-time employees subject to minimum eligibility requirements.  Employees can contribute a percentage of 
their annual salary (up to a maximum annual contribution of $20,500 in 2022, $19,500 in 2021 and $19,500 in 2020) to the plan.  We 
contribute an additional amount, subject to limitations, based on the voluntary contribution of the employee.  Further, the plan provides for 
additional employer contributions based on the discretion of the Board of Directors.  Plan contributions charged to expense were $3.3 million, 
$2.7 million and $2.4 million for the years ended December 31, 2022, 2021 and 2020, respectively.

The following table summarizes compensation expense recognized for employees and directors as a result of share-based compensation:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
ESOP $ 4,152 $ 3,377 $ 2,908 
Employee Incentive Plans  14,454  22,886  7,855 
Director Equity Plans  1,053  1,262  1,056 

$ 19,659 $ 27,525 $ 11,819 

ESOP

The principal purpose of the American Equity Investment Employee Stock Ownership Plan ("ESOP") is to provide each eligible employee 
with an equity interest in us.  Employees become eligible once they have completed a minimum of six months of service.  Employees become 
100% vested after two years of service.  Our contribution to the ESOP is determined by the Board of Directors.

Employee Incentive Plans

During 2020, the 2016 Employee Incentive Plan ("2016 Plan") was amended and renamed the American Equity Investment Life Holding 
Company Amended and Restated Equity Incentive Plan ("Amended Plan").  The Amended Plan increased the number of shares of Common 
stock reserved for issuance by 3,000,000 shares to 5,500,000 shares of our Common stock which may be issued in the form of grants of 
options, stock appreciation rights, restricted stock awards and restricted stock units.  In addition, the Amended Plan allows for awards to be 
granted to members of the Board of Directors of the Company.

At December 31, 2022, we had 776,516 shares of common stock available for future grant under the Amended Plan.

We have a long-term performance incentive plan under which certain members of our management team are granted performance-based 
restricted stock units pursuant to the Amended Plan or the 2016 Plan.  During 2022, 2021 and 2020, we granted 229,880, 186,091 and 
217,781 restricted stock units under these plans, respectively.  For the 2022 and 2021 grants, vesting is tied to threshold, target and maximum 
performance goals for the three year periods ending December 31, 2024 and December 31, 2023, respectively.  Fifty percent of the restricted 
stock units will vest if we meet threshold goals, 100% of the restricted stock units will vest if we meet target performance goals and 200% of 
the restricted stock units will vest if we meet maximum performance goals.  For the 2020 grant, vesting is tied to threshold, target and 
maximum performance goals for the three year period ending December 31, 2022.  Fifty percent of the restricted stock units will vest if we 
meet threshold goals, 100% of the restricted stock units will vest if we meet target performance goals and 150% of the restricted stock units 
will vest if we meet maximum performance goals.  Compensation expense is recognized over the three year vesting period based on the 
likelihood of meeting threshold, target and maximum goals.  Restricted stock units that ultimately vest are payable in an equal number of 
shares of our common stock.  Restricted stock units are accounted for as equity awards and the estimated fair value of restricted stock units is 
based upon the closing price of our common stock on the date of grant. 

During 2022, 2021 and 2020 we granted 159,494, 199,597 and 133,429, respectively, time-based restricted stock units to employees under the 
Amended Plan or the 2016 Plan.  These grants vest one to three years following the grant date provided the participant remains employed 
with us.  Shares will vest early upon an employee reaching 65 years of age with 10 years of service with us.  Compensation expense is 
recognized over the vesting period.  Restricted stock units that ultimately vest are payable in an equal number of shares of our common stock.  
Restricted stock units are accounted for as equity awards and the estimated fair value of restricted stock units is based upon the closing price 
of our common stock on the date of grant.

During 2022, 2021 and 2020, we granted 0, 391,553 and 105,809, respectively, options to employees under the Amended Plan or the 2016 
Plan at an exercise price equal to the fair market value of our common stock on the date of grant.  These options vest over a period of one to 
five years and expire 10 years after the grant date.  Compensation expense is recognized over the vesting period.

During 2022, a strategic incentive award was approved under the Amended Plan in which the Chief Executive Officer has the opportunity to 
earn the value of up to 1.2 million shares of AEL common stock based upon attainment of specified significant sustained increases in AEL's 
common stock price on or before December 31, 2027.  The award has four tranches with a share value objective for each tranche based on 
AEL's 30-day volume weighted average common stock price.  Fifty percent of each tranche is paid in shares of AEL common stock, subject 
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to a stay requirement up to 2 years, and fifty percent of each tranche is paid in cash upon attainment of the share value objective.  The portion 
of the award payable in shares is accounted for as an equity award, and the portion of the award payable in cash is accounted for as a liability 
award.  The fair value of both the equity award and liability award were calculated using a Monte Carlo simulation.  Compensation expense is 
recognized over a service period which is the longer of the stay requirement, where applicable, or a derived service period calculated using a 
Monte Carlo simulation.  There was $4.2 million of compensation expense recognized for the year ended December 31, 2022 for this award.

During 2021 and 2020, we granted 855,052 and 709,958 performance-based options ("Performance Options") to employees under the 
Amended Plan at an exercise price equal to the fair market value of our common stock on the date of grant.  These Performance Options vest 
based upon the timing of meeting the market condition of a 30-day volume weighted average common stock price of $37.00 per common 
share.  Fifty percent of the Performance Options granted vest upon the later of: (i) the market condition noted above being met; and (ii) the 
one year anniversary of the Grant Date.  The remaining fifty percent of the Performance Options granted vest on the one year anniversary of 
the vesting of the initial fifty percent of the Performance Options.  The market condition for these performance options was met on January 4, 
2022.  Compensation expense for the Performance Options is recognized over the requisite service period. 

Director Equity Plans

During 2022, 2021 and 2020, we issued 32,409, 39,273 and 51,450 shares of common stock under the Amended Plan to our Directors, all of 
which are restricted stock, and which vest on the earlier of the next annual meeting date or one year from the grant date provided the 
individual remains a Director during that time period.

Changes in the number of stock options granted to employees outstanding during the years ended December 31, 2022, 2021 and 2020 are as 
follows:

Number of
Shares

Weighted-Average
Exercise Price

per Share

Total
Exercise

Price
(Dollars in thousands, except per share data)

Outstanding at January 1, 2020  828,913 $ 19.91 $ 16,506 
Granted  815,767  26.70  21,778 
Canceled  (31,200)  21.50  (670) 
Exercised  (355,563)  16.98  (6,038) 

Outstanding at December 31, 2020  1,257,917  25.10  31,576 
Granted  1,246,605  29.15  36,336 
Canceled  (146,803)  25.44  (3,735) 
Exercised  (295,000)  22.88  (6,749) 

Outstanding at December 31, 2021  2,062,719  27.84  57,428 
Granted  —  —  — 
Canceled  (102,143)  27.49  (2,808) 
Exercised  (173,782)  24.59  (4,273) 

Outstanding at December 31, 2022  1,786,794  28.18 $ 50,347 

The following table summarizes information about stock options outstanding at December 31, 2022:

Stock Options Outstanding Stock Options Vested

Range of Exercise Prices
Number of

Awards
Remaining
Life (yrs)

Weighted-Average
Exercise Price

Per Share
Number of

Awards
Remaining
Life (yrs)

Weighted-Average
Exercise Price

Per Share
$21.89 - $26.72  375,820 7.83 $ 26.07  126,224 8.01 $ 26.72 
$27.05 - $32.58  1,410,974 8.10  28.74  606,322 8.09  28.71 
$21.89 - $32.58  1,786,794 8.05  28.18  732,546 8.08  28.37 

The aggregate intrinsic value for stock options outstanding and vested awards was $31.2 million and $12.6 million, respectively, at 
December 31, 2022.  For the years ended December 31, 2022, 2021 and 2020, the total intrinsic value of options exercised by officers, 
directors and employees was $3.7 million, $1.2 million and $2.2 million, respectively.  Intrinsic value for stock options is calculated as the 
difference between the exercise price of the underlying awards and the price of our common stock as of the reporting date.  Cash received 
from stock options exercised for the years ended December 31, 2022, 2021 and 2020 was $4.3 million, $6.7 million and $6.0 million, 
respectively. 

During 2022, a new incentive plan was approved under which certain members of management are awarded an initial cash grant that can 
accumulate additional value based on the performance of certain private asset investments during the vesting period.  The cash grant cliff 
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vests after three years.  Plan participants must remain employed during the three-year vesting period to earn the award.  The award may 
continue to grow in value subsequent to the three-year vesting period, assuming the plan participant remains employed by the Company.  Plan 
participants can elect either a lump sum cash payout or annual cash installments over time (up to 15 years).   There was $6.7 million of 
compensation expense recognized for the year ended December 31, 2022 for these awards. 

13.   Statutory Financial Information and Dividend Restrictions

Statutory accounting practices prescribed or permitted by regulatory authorities for our life insurance subsidiaries differ from GAAP.  Net 
income (loss) for our primary life insurance subsidiary as determined in accordance with statutory accounting practices was as follows:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands)
American Equity Life $ 151,857 $ (863,818) $ (34,467) 

Statutory capital and surplus for our primary life insurance subsidiary was as follows:

December 31,
2022 2021

(Dollars in thousands)
American Equity Life $ 3,692,602 $ 4,078,532 

American Equity Life is domiciled in the State of Iowa and is regulated by the Iowa Insurance Division.  In some instances, the Iowa 
Insurance Division has adopted prescribed or permitted statutory accounting practices that differ from the required accounting outlined in 
National Association of Insurance Commissioners ("NAIC") Statutory Accounting Principles ("SAP").  For the year ended December 31, 
2022, American Equity Life's use of prescribed statutory accounting practices resulted in higher statutory capital and surplus of $83.0 million 
relative to NAIC SAP due to its accounting for call option derivative instruments and fixed index annuity reserves.  For the year ended 
December 31, 2021, American Equity Life's use of the same prescribed statutory accounting practice resulted in lower statutory capital and 
surplus of $210.2 million.  We purchase call options to hedge the growth in interest credited on fixed index products.  The Iowa Insurance 
Division allows an insurer to elect (1) to use an amortized cost method to account for such call options and (2) to use a fixed index annuity 
reserve calculation methodology under which call options associated with the current index interest crediting term are valued at zero.

Prior approval of regulatory authorities is required for the payment of dividends to the parent company by American Equity Life which 
exceed an annual limitation.  American Equity Life may pay dividends without prior approval, unless such payments, together with all other 
such payments within the preceding twelve months, exceed the greater of (1) net gain from operations before net realized capital gains/losses 
for the preceding calendar year or, (2) 10% of the American Equity Life's surplus at the preceding year-end.  The amount of dividends 
permitted to be paid by American Equity Life to its parent company without prior approval of regulatory authorities is $369.3 million as of 
December 31, 2022.

The Parent Company relies on its subsidiaries for cash flow, which has primarily been in the form of investment management fees and 
dividends.  Retained earnings in our consolidated financial statements primarily represent undistributed earnings of American Equity Life.  As 
such, our ability to pay dividends is limited by the regulatory restriction placed upon insurance companies as described above.  In addition, 
American Equity Life retains funds to allow for sufficient capital for growth.

14.   Commitments and Contingencies

We lease our office spaces and certain equipment under various operating leases.  Rent expense for the years ended December 31, 2022, 2021 
and 2020 totaled $5.2 million, $3.8 million and $4.2 million, respectively.  At December 31, 2022, the aggregate future minimum lease 
payments are $28.5 million.  The following represents payments due by period for operating lease obligations as of December 31, 2022 
(dollars in thousands):

Year Ending December 31:
2023 $ 3,792 
2024  4,112 
2025  3,985 
2026  3,587 
2027  2,014 
2028 and thereafter  11,013 

We are occasionally involved in litigation, both as a defendant and as a plaintiff.  In addition, state and federal regulatory bodies, such as state 
insurance departments, the Securities and Exchange Commission ("SEC") and the Department of Labor, regularly make inquiries and conduct 
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examinations or investigations concerning our compliance with, among other things, insurance laws, securities laws and the Employee 
Retirement Income Security Act of 1974, as amended.

In accordance with applicable accounting guidelines, we establish an accrued liability for litigation and regulatory matters when those matters 
present loss contingencies that are both probable and estimable.  As a litigation or regulatory matter is developing we, in conjunction with 
outside counsel, evaluate on an ongoing basis whether the matter presents a loss contingency that meets conditions indicating the need for 
accrual and/or disclosure, and if not, the matter will continue to be monitored for further developments.  If and when the loss contingency 
related to litigation or regulatory matters is deemed to be both probable and estimable, we will establish an accrued liability with respect to 
that matter and will continue to monitor the matter for further developments that may affect the amount of the accrued liability. 

There can be no assurance that any pending or future litigation will not have a material adverse effect on our business, financial condition, or 
results of operations.

In addition to our commitments to fund mortgage loans, we have unfunded commitments at December 31, 2022 to limited partnerships of 
$1.7 billion and to fixed maturity securities of $237.4 million. 

Through our FHLB membership, we have issued funding agreements to the FHLB in exchange for cash advances.  As of December 31, 2022, 
we had $300.0 million of FHLB funding agreements outstanding.  We are required to provide collateral in excess of the funding agreement 
amounts outstanding.  The fixed maturity security investments pledged for collateral had a fair value of $1.2 billion at December 31, 2022.

15.   Earnings Per Common Share and Stockholders' Equity

Earnings Per Common Share

The following table sets forth the computation of earnings per common share and earnings per common share - assuming dilution:

Year Ended December 31,
2022 2021 2020

(Dollars in thousands, except per share data)
Numerator:
Net income available to common stockholders - numerator for earnings per common 

share $ 1,177,269 $ 430,317 $ 637,945 

Denominator:
Weighted average common shares outstanding  90,558,121  93,860,378  92,055,035 
Effect of dilutive securities:

Stock options and deferred compensation agreements  523,248  271,422  93,014 
Restricted stock and restricted stock units  456,759  359,359  244,447 

Denominator for earnings per common share - assuming dilution  91,538,128  94,491,159  92,392,496 

Earnings per common share $ 13.00 $ 4.58 $ 6.93 
Earnings per common share - assuming dilution $ 12.86 $ 4.55 $ 6.90 

There were no options to purchase shares of our common stock outstanding excluded from the computation of diluted earnings per common 
share during the years ended December 31, 2022, 2021 and 2020, as the exercise price of all options outstanding was less than the average 
market price of our common shares for those periods. 

Stockholders' Equity

On June 10, 2020, we issued 12,000 shares of 6.625% Fixed-Rate Reset Non-Cumulative Preferred Stock, Series B ("Series B") with a $1.00 
par value per share and a liquidation preference of $25,000 per share, for aggregate net proceeds of $290.3 million. 

On November 21, 2019 we issued 16,000 shares of 5.95% Fixed-Rate Reset Non-Cumulative Preferred Stock, Series A ("Series A") with a 
$1.00 par value per share and a liquidation preference of $25,000 per share, for aggregate net proceeds of $388.9 million.  

Dividends on the Series A and Series B preferred stock are payable on a non-cumulative basis only when, as and if declared, quarterly in 
arrears on the first day of March, June, September and December of each year, commencing on March 1, 2020 for Series A and on December 
1, 2020 for Series B.  For the year ended December 31, 2022, 2021, and 2020, we paid dividends totaling $23.8 million, $23.8 million, and 
$24.5 million, respectively, for Series A preferred stock and $19.9 million, $19.9 million, and $9.0 million, respectively, for Series B 
preferred stock.  The Series A and Series B preferred stock rank senior to our common stock with respect to dividends, to the extent declared, 
and in liquidation, to the extent of the liquidation preference.  The Series A and Series B preferred stock are not subject to any mandatory 
redemption, sinking fund, retirement fund, purchase fund or similar provisions.
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Brookfield Asset Management Equity Investment

On October 18, 2020, we announced an agreement with Brookfield Asset Management, Inc. and its affiliated entities (collectively, 
"Brookfield") under which Brookfield would acquire up to a 19.9% ownership interest of common stock in the Company.  The equity 
investment by Brookfield took place in two stages: an initial purchase of a 9.9% equity interest at $37.00 per share which closed on 
November 30, 2020 with Brookfield purchasing 9,106,042 shares, and a second purchase of an additional 6,775,000 shares which were issued 
to Brookfield at $37.33 per share in January of 2022, resulting in total ownership of approximately 16%.  Brookfield also received the right to 
nominate one candidate for the Company’s Board of Directors following the initial equity investment.  

Share Repurchase Program

As part of a share repurchase program, the Company's Board of Directors approved the repurchase of Company common stock of $500 
million on October 18, 2020, an additional $500 million on November 19, 2021, and an additional $400 million on November 11, 2022.  The 
share repurchase program has offset dilution from the issuance of shares to Brookfield, and its purpose remains to institute a regular cash 
return program for shareholders.  

From the 2020 inception of the share repurchase program through December 31, 2022, we have repurchased approximately 23.9 million 
shares of our common stock at an average price of $34.74 per common share, including 14.8 million shares repurchased during the year ended 
December 31, 2022.  As of December 31, 2022, we had $569 million remaining under our share repurchase program. 

Treasury Stock

As of December 31, 2022, we held 24,590,353 shares of treasury stock with a carrying value of $823.1 million.  As of December 31, 2021, we 
held 9,936,715 shares of treasury stock with a carrying value of $260.6 million.
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Schedule I—Summary of Investments—
Other Than Investments in Related Parties

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

December 31, 2022 

Column A Column B Column C Column D

Type of Investment
Amortized

Cost (1)
Fair

Value

Amount at
which shown
in the balance

sheet
(Dollars in thousands)

Fixed maturity securities:
Available for sale:

U.S. Government and agencies $ 173,638 $ 169,071 $ 169,071 
States, municipalities and territories  4,356,251  3,822,982  3,822,982 
Foreign corporate securities and foreign governments  748,770  676,852  676,852 
Corporate securities  27,706,440  24,161,921  24,161,921 
Residential mortgage backed securities  1,492,242  1,377,611  1,377,611 
Commercial mortgage backed securities  4,098,755  3,687,478  3,687,478 
Other asset backed securities  6,289,923  5,908,702  5,908,702 

Total fixed maturity securities  44,866,019  39,804,617  39,804,617 
Mortgage loans on real estate  6,949,027  6,502,463  6,949,027 
Real estate investments  1,053,569  1,056,063  1,056,063 
Derivative instruments  425,097  431,727  431,727 
Limited partnerships and limited liability companies  1,266,779  1,266,779 
Other investments  1,818,144  1,817,085 

Total investments $ 56,378,635 $ 51,325,298 

(1) On the basis of cost adjusted for repayments and amortization of premiums and accrual of discounts for fixed maturity securities and 
short-term investments, unpaid principal balance less allowance for credit losses for mortgage loans, original cost reduced by 
impairments and/or depreciation for real estate investments, amortized cost for derivative instruments and original cost adjusted for 
equity in earnings and distributions for limited partnerships and limited liability companies.

See accompanying Report of Independent Registered Public Accounting Firm.
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December 31,
2022 2021

Assets
Cash and cash equivalents $ 531,347 $ 362,245 
Equity securities of subsidiary trusts  2,360  2,353 
Receivable from subsidiaries  8,868  2,783 
Notes receivable from subsidiaries  85,654  165,000 
Federal income tax recoverable, including amount from subsidiaries  267,076  217,174 
Other assets  33,990  20,134 

 929,295  769,689 
Investment in and advances to subsidiaries  3,437,579  6,387,912 
Total assets $ 4,366,874 $ 7,157,601 

Liabilities and Stockholders' Equity
Liabilities:

Notes and loan payable $ 792,073 $ 496,250 
Subordinated debentures payable to subsidiary trusts  78,753  78,421 
Deferred income taxes  268,639  223,304 
Other liabilities  58,186  36,499 

Total liabilities  1,197,651  834,474 
Stockholders' equity:

Preferred stock, Series A  16  16 
Preferred stock, Series B  12  12 
Common stock  84,810  92,514 
Additional paid-in capital  1,325,316  1,614,374 
Accumulated other comprehensive income (loss)  (2,155,055)  1,848,789 
Retained earnings  3,914,124  2,767,422 

Total stockholders' equity attributable to American Equity Investment Life Holding Company  3,169,223  6,323,127 
Total liabilities and stockholders' equity $ 4,366,874 $ 7,157,601 

See accompanying note to condensed financial statements.
See accompanying Report of Independent Registered Public Accounting Firm.
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Year Ended December 31,
2022 2021 2020

Revenues:
Net investment income $ 6,733 $ 114 $ 1,115 
Dividends from subsidiary trusts  155  159  167 
Dividends from subsidiaries  325,000  250,000  — 
Investment advisory fees  110,094  126,643  114,228 
Surplus note interest from subsidiary  4,080  4,080  4,080 
Change in fair value of derivatives  —  —  62 
Loss on extinguishment of debt  —  —  (2,024) 
Other revenue  19,153  8,511  346 

Total revenues  465,215  389,507  117,974 

Expenses:
Interest expense on notes and loan payable  32,098  25,581  25,552 
Interest expense on subordinated debentures issued to subsidiary trusts  5,331  5,324  5,557 
Other operating costs and expenses  114,792  72,435  46,686 

Total expenses  152,221  103,340  77,795 
Income before income taxes and equity in undistributed income of subsidiaries  312,994  286,167  40,179 
Income tax expense (benefit)  (1,067)  11,565  13,142 
Income before equity in undistributed income of subsidiaries  314,061  274,602  27,037 
Equity in undistributed income of subsidiaries  906,883  199,390  644,423 
Net income available to American Equity Investment Life Holding Company stockholders  1,220,944  473,992  671,460 
Less: Preferred stock dividends  43,675  43,675  33,515 
Net income available to American Equity Investment Life Holding Company common 

stockholders $ 1,177,269 $ 430,317 $ 637,945 

See accompanying note to condensed financial statements.
See accompanying Report of Independent Registered Public Accounting Firm.
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Operating activities
Net income available to American Equity Investment Life Holding Company stockholders $ 1,220,944 $ 473,992 $ 671,460 
Adjustments to reconcile net income to net cash provided by operating activities:

Provision for depreciation and amortization  4,925  1,232  1,138 
Accrual of discount on equity security  (7)  (10)  (3) 
Equity in undistributed income of subsidiaries  (906,883)  (199,390)  (644,423) 
Non cash dividend from subsidiaries  —  (80,000)  — 
Change in fair value of derivatives  —  —  (62) 
Loss on extinguishment of debt  —  —  2,024 
Accrual of discount on debenture issued to subsidiary trust  332  309  289 
Share-based compensation  6,023  10,235  3,303 
Deferred income taxes  45,335  222,714  6,408 
Changes in operating assets and liabilities:

Receivable from subsidiaries  (6,085)  (365)  (1,208) 
Federal income tax recoverable/payable  (49,902)  (222,569)  (3,879) 
Other assets  (16,363)  (5,054)  (320) 
Other liabilities  21,687  21,819  7,617 

Net cash provided by operating activities  320,006  222,913  42,344 

Investing activities
Change in notes receivable from subsidiaries  79,346  (165,000)  — 
Repayment of equity securities  —  —  2,445 
Contribution to subsidiaries  (137,002)  —  (210,000) 
Purchases of property, plant and equipment  (1,432)  (12,642)  (48) 
Net cash used in investing activities  (59,088)  (177,642)  (207,603) 

Financing activities
Financing fees incurred and deferred  (1,235)  —  — 
Repayment of loan payable  (3,750)  —  — 
Proceeds from issuance of loan payable  300,000  —  — 
Repayment of subordinated debentures  —  —  (81,450) 
Proceeds from issuance of common stock  253,978  4,844  338,061 
Acquisition of treasury stock  (566,567)  (99,415)  (165,094) 
Proceeds from issuance of preferred stock, net  —  —  290,260 
Dividends paid on common stock  (30,567)  (31,450)  (28,859) 
Dividends paid on preferred stock  (43,675)  (43,675)  (33,515) 
Net cash provided by (used in) financing activities  (91,816)  (169,696)  319,403 
Increase (decrease) in cash and cash equivalents  169,102  (124,425)  154,144 
Cash and cash equivalents at beginning of year  362,245  486,670  332,526 
Cash and cash equivalents at end of year $ 531,347 $ 362,245 $ 486,670 

Supplemental disclosures of cash flow information
Cash paid during the year for:

Interest on notes and loan payable $ 31,288 $ 25,000 $ 25,000 
Interest on subordinated debentures  5,000  5,000  6,181 

Year Ended December 31,
2022 2021 2020

See accompanying note to condensed financial statements.
See accompanying Report of Independent Registered Public Accounting Firm.
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1.     Basis of Presentation

The accompanying condensed financial statements should be read in conjunction with the consolidated financial statements and notes thereto 
of American Equity Investment Life Holding Company (Parent Company).

In the Parent Company financial statements, its investment in and advances to subsidiaries are stated at cost plus equity in undistributed 
income (losses) of subsidiaries since the date of acquisition and net unrealized gains/losses on the subsidiaries' fixed maturity securities 
classified as "available for sale" and equity securities.

See Note 10- Notes and Loan Payable and Note 11 - Subordinated Debentures to our audited consolidated financial statements in this Form 
10-K for a description of the Parent Company's notes payable and subordinated debentures payable to subsidiary trusts.
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Schedule II—Condensed Financial Information of Registrant (Continued)

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY (PARENT COMPANY)

Note to Condensed Financial Statements

December 31, 2022

F-57



Schedule III—Supplementary Insurance Information

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

Column A Column B Column C Column D Column E

Deferred policy
acquisition

costs

Future policy
benefits,

losses, claims
and loss
expenses

Unearned
premiums

Other policy
claims and

benefits
payable

(Dollars in thousands)
As of December 31, 2022:

Life insurance $ 3,562,075 $ 61,118,134 $ — $ 512,790 
As of December 31, 2021:
Life insurance $ 2,222,769 $ 65,477,778 $ — $ 226,844 
As of December 31, 2020:
Life insurance $ 2,225,199 $ 62,352,882 $ — $ 240,904 

Column A Column F Column G Column H Column I Column J

Premium
revenue

Net
investment

income

Benefits,
claims,

losses and
settlement
expenses

Amortization
of deferred

policy
acquisition

costs

Other
operating
expenses

(Dollars in thousands)
For the year ended December 31, 2022:

Life insurance $ 250,093 $ 2,307,463 $ (1,023,301) $ 615,300 $ 277,045 
For the year ended December 31, 2021:
     Life insurance $ 300,833 $ 2,037,475 $ 2,543,779 $ 268,328 $ 274,617 
For the year ended December 31, 2020:
     Life insurance $ 290,609 $ 2,182,078 $ 744,389 $ 649,554 $ 214,745 

See accompanying Report of Independent Registered Public Accounting Firm.
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Schedule IV—Reinsurance

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

Column A Column B Column C Column D Column E Column F

Gross amount

Ceded to
other

companies

Assumed
from
other

companies Net amount

Percent of
amount
assumed

to net
(Dollars in thousands)

Year ended December 31, 2022
Life insurance in force, at end of year $ 44,003 $ 4,761 $ 43,607 $ 82,849  52.63 %
Insurance premiums and other considerations:

Annuity product charges $ 279,447 $ 49,093 $ — $ 230,354  — 
Traditional life, accident and health insurance, and life 
contingent immediate annuity premiums  19,660  91  170  19,739  0.86 %

$ 299,107 $ 49,184 $ 170 $ 250,093  0.07 %
Year ended December 31, 2021

Life insurance in force, at end of year $ 48,943 $ 5,131 $ 46,119 $ 89,931  51.28 %
Insurance premiums and other considerations:

Annuity product charges $ 262,982 $ 20,351 $ — $ 242,631  — 
Traditional life, accident and health insurance, and life 
contingent immediate annuity premiums  58,150  117  169  58,202  0.29 %

$ 321,132 $ 20,468 $ 169 $ 300,833  0.06 %
Year ended December 31, 2020

Life insurance in force, at end of year $ 52,234 $ 5,925 $ 49,577 $ 95,886  51.70 %
Insurance premiums and other considerations:

Annuity product charges $ 258,248 $ 7,021 $ — $ 251,227  — 
Traditional life, accident and health insurance, and life 
contingent immediate annuity premiums  39,323  139  198  39,382  0.50 %

$ 297,571 $ 7,160 $ 198 $ 290,609  0.07 %

See accompanying Report of Independent Registered Public Accounting Firm.
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Exhibit 21.2
 

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY
Subsidiaries of American Equity Investment Life Holding Company

 

 
State of 

Organization

Insurance Subsidiaries:  

American Equity Investment Life Insurance Company Iowa

American Equity Investment Life Insurance Company of New York New York

Eagle Life Insurance Company Iowa

AEL Re Vermont Inc. Vermont

AEL Re Bermuda Ltd. Bermuda

Noninsurance Subsidiaries:  

AE Capital, LLC Iowa

AEL Financial Services, LLC North Carolina

AERL, L.C. Iowa

American Equity Investment Properties, L.C. Iowa

American Equity Capital Trust II Delaware

BH JV (Berm FW) Multifamily Investors, LLC Delaware

BH JV Multifamily Investors, LLC Delaware

High Trestle Investment Management, LLC Iowa

M-A LPI Holdings, LLC Delaware

M-LPI Resort Holdings, LLC Delaware

M-LPI Resort Owner, LLC Delaware

NC Securities Holdco, LLC North Carolina

North Wolf Bay Holdings, LLC Delaware

PBH Stonecastle, LLC Delaware

Residential Investment Trust Delaware

Residential Investment Trust - Berm FW Delaware

Residential Investment Trust II Delaware

Residential Investment Trust III Delaware

Residential Investment Trust III - Berm FW Delaware

Residential Investment Trust III-E Delaware

Residential Investment Trust III - Verm FW Delaware

Residential Investment Trust IV Delaware

Residential Investment Trust IV - Berm FW Delaware

Residential Investment Trust V Delaware

Stonecastle Apartments Holdings, LLC Delaware

Vantage at Westover Owner, LLC Delaware

Vantage at Westover Parent, LLC Delaware



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the following registration statements:

(1) Registration Statement (Form S-3 No.333-268611) of American Equity Investment Life Holding Company
(2) Registration Statement (Form S-3 No. 333-267065) of American Equity Investment Life Holding Company
(3) Registration Statement (Form S-3 No. 333-233544) of American Equity Investment Life Holding Company
(4) Registration Statement (Form S-8 No. 333-238940) pertaining to the American Equity Investment Life Holding Company Amended 

and Restated Equity Incentive Plan
(5) Registration Statement (Form S-8 No. 333-214885) pertaining to the American Equity Investment Life Holding Company 2013 

Director Equity and Incentive Plan
(6) Registration Statement (Form S-8 No. 333-213545) pertaining to the American Equity Investment Life Holding Company 2016 

Employee Incentive Plan
(7) Registration Statement (Form S-8 No. 333-175355) pertaining to the American Equity Investment Life Holding Company 2011 

Director Stock Option Plan
(8) Registration Statement (Form S-8 No. 333-167755) pertaining to the American Equity Investment Life Holding Company 2009 

Employee Incentive Plan, and 
(9) Registration Statement (Form S-8 No. 333-127001) pertaining to the 1996 Stock Option Plan, 2000 Employee Stock Option Plan, 

2000 Director Stock Option Plan, 1997 Management Subscription Rights Plan, and Restated and Amended Stock Option and 
Warrant Agreement with David J. Noble of American Equity Investment Life Holding Company

of our reports dated February 28, 2023, with respect to the consolidated financial statements and schedules of American Equity Investment 
Life Holding Company and subsidiaries and the effectiveness of internal control over financial reporting of American Equity Investment Life 
Holding Company and subsidiaries included in this Annual Report (Form 10-K) of American Equity Investment Life Holding Company for 
the year ended December 31, 2022.

/s/ Ernst & Young LLP

Des Moines, Iowa
February 28, 2023



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the registration statements (No. 333-268611, No. 333-267065, and No. 333-233544 ) on Form 
S-3 and the registration statements (No. 333-238940, No. 333-214885, No. 333-213545, No. 333-175355, No. 333-167755, and No. 
333-127001) on Form S-8 of our report dated March 1, 2021, with respect to the consolidated financial statements and financial statement 
schedules II to IV of American Equity Investment Life Holding Company.

/s/ KPMG LLP

Des Moines, Iowa
February 28, 2023



Exhibit 31.1 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, Anant Bhalla, certify that: 

1. I have reviewed this annual report on Form 10-K of American Equity Investment Life Holding Company; 

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

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

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

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

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

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

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

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

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

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

Date: February 28, 2023 By: /s/ Anant Bhalla
Anant Bhalla
Chief Executive Officer and President
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, Axel Andre, certify that: 

1. I have reviewed this annual report on Form 10-K of American Equity Investment Life Holding Company; 

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

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

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

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

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

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

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

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

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

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

Date: February 28, 2023 By: /s/ Axel Andre
Axel Andre
Chief Financial Officer and Executive Vice President
(Principal Financial Officer)



Exhibit 32.1 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of American Equity Investment Life Holding Company (the "Company") on Form 10-K for the 
fiscal year ended December 31, 2022 as filed with the Securities and Exchange Commission on or about the date hereof (the "Report"), I, 
Anant Bhalla, Chief Executive Officer and President of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of 
the Sarbanes-Oxley Act of 2002, that: 

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; 

and 

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

Date: February 28, 2023 By: /s/ Anant Bhalla
Anant Bhalla
Chief Executive Officer and President
(Principal Executive Officer)



Exhibit 32.2 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of American Equity Investment Life Holding Company (the "Company") on Form 10-K for the 
fiscal year ended December 31, 2022 as filed with the Securities and Exchange Commission on or about the date hereof (the "Report"), I, 
Axel Andre, Chief Financial Officer and Executive Vice President of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant 
to § 906 of the Sarbanes-Oxley Act of 2002, that: 

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; 

and 

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

Date: February 28, 2023 By: /s/ Axel Andre
Axel Andre
Chief Financial Officer and Executive Vice President
(Principal Financial Officer)
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American Equity Investment Life Holding Company®

At American Equity Investment Life Holding Company, our policyholders work with 
over 40,000 independent agents and advisors affiliated with independent marketing 
organizations (IMOs), banks and broker-dealers through our wholly-owned operating 
subsidiaries. Advisors and agents choose one of our leading annuity products best suited 
for their client’s personal needs to create financial dignity in retirement. To deliver on 
its promises to policyholders, American Equity has re-framed its investments focus – 
building a stronger emphasis on insurance liability driven asset allocation and specializing 
in alternate, private asset management while partnering with world renowned, public fixed 
income asset managers. American Equity is headquartered in West Des Moines, Iowa with 
additional offices in Charlotte, NC, and New York, NY. For more information, please visit 
www.american-equity.com.
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At American Equity Investment Life Holding 

Company, we think of ourselves as The Financial 

Dignity Company that offers solutions designed 

to create fi nancial dignity in retirement. Our 

policyholders work with independent agents, banks 

and broker-dealers, through our wholly-owned 

operating subsidiaries, to choose one of our leading 

annuity products best suited for their personal 

needs. To deliver on our promises to policyholders, 

American Equity has reframed its investment focus, 

building a stronger emphasis on insurance liability 

driven asset allocation as well as the origination 

and management of private assets. Our company 

is headquartered in West Des Moines, Iowa with 

satellite offi ces slated to open in 2022 in Charlotte, 

NC and New York, NY. For more information, 

please visit www.american-equity.com.
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PART I

Item 1.    Business

Introduction

We are a leader in the development and sale of fixed index and fixed rate annuity products.  We were incorporated in the state of Iowa on 
December 15, 1995.  We issue fixed annuity products through our wholly-owned life insurance subsidiaries, American Equity Investment 
Life Insurance Company ("American Equity Life"), American Equity Investment Life Insurance Company of New York ("American Equity 
Life of New York") and Eagle Life Insurance Company ("Eagle Life").  We have one business segment which represents our core business 
comprised of the sale of fixed index and fixed rate annuities.  We are licensed to sell our products in 50 states and the District of Columbia.  
Throughout this report, unless otherwise specified or the context otherwise requires, all references to "American Equity", the "Company", 
"we", "our" and similar references are to American Equity Investment Life Holding Company and its consolidated subsidiaries.

Investor related information, including periodic reports filed on Forms 10-K, 10-Q and 8-K and any amendments may be found on our 
website at www.american-equity.com as soon as reasonably practicable after such reports are filed with the Securities and Exchange 
Commission ("SEC").  In addition, we have available on our website our: (i) code of business conduct and ethics; (ii) audit and risk 
committee charter; (iii) compensation and talent management committee charter; (iv) nominating and corporate governance committee charter 
and (v) corporate governance guidelines.  The information incorporated herein by reference is also electronically accessible from the SEC's 
website at www.sec.gov.

Annuity Market Overview

Our target market includes individuals, typically ages 40 or older, who are seeking to accumulate tax-deferred savings or create guaranteed 
lifetime income.  We believe that significant growth opportunities exist for annuity products because of favorable demographic and economic 
trends.  According to the U.S. Census Bureau, there were approximately 54 million Americans age 65 and older in 2019, representing 
approximately 16.5% of the U.S. population, up from 14% in 2015.  This group is expected to continue to grow and is expected to be over 
20% of the total U.S. population during the next decade.  Our fixed index and fixed rate annuity products are particularly attractive to this 
group due to their principal protection, competitive rates of credited interest, tax-deferred growth, guaranteed lifetime income and alternative 
payout options.  Our competitive fixed index and fixed rate annuity products have enabled us to enjoy favorable growth in client assets in 
recent years and since our formation.

According to Secure Retirement Institute, with preliminary data for 4Q2021, total U.S. annuity sales in 2021 were $254.8 billion, up 16.3% 
compared to $219.1 billion in 2020.  Fixed annuity sales totaled $130.8 billion in 2021, up 8.8% compared to $120.2 billion in 2020.  This 
market is directly comparable to the target market for our products.  Fixed index annuity sales totaled $63.7 billion in 2021, up 14.4% 
compared to $55.7 billion in 2020.  Fixed rate deferred annuity sales were $53.4 billion in 2021, up 3.3% compared to $51.7 billion in 2020.  
Outside of fixed annuities, the other growing part of the U.S. annuity market was the registered index-linked annuity market.  Sales in this 
market were $39.1 billion in 2021, up 62.9% compared to $24.0 billion in 2020. 

Strategy

While the business looks considerably different today than it did when it was started back in 1995, the themes have been consistent.  We offer 
our customers simple fixed and fixed index annuity products, which we primarily sell through independent insurance agents in the 
independent marketing organization (“IMO”) distribution channel.  We have consistently been a leader in the IMO market.  We benefit from 
two secular trends: the demographic trends of people retiring or getting close to retirement who want to accumulate wealth through index 
based investing while protecting their principal and the need of retirees and pre-retirees to have a way to deaccumulate their wealth into 
income for life.  A traditional brokerage based equity bond portfolio can’t really meet these unique needs, but a fixed index annuity can as 
part of holistic financial plan.  Finally, there is a scarcity value to what we do: that is originating billions of dollars of annuity funding each 
year at scale from the IMO channel, which is generally longer term funding than that achieved through sales in the bank and broker dealer 
channel. 

In the past decade, the fixed and fixed index annuity market has seen many new entrants and as a result has become more competitive.  
Adding to that, low interest rates have made it more difficult for traditional, core investment grade fixed income asset allocations to support 
return expectations on annuity liabilities.

With these changes in the macro environment, we began to implement an updated strategy, referred to as AEL 2.0, after having undertaken a 
thorough review of our business in 2020.  AEL 2.0 is designed to capitalize on the scarcity value of our annuity origination and couple it with 
an “open architecture” investment management platform for investing the annuity assets.  Our approach to investment management is to 
partner with best in class investment management firms across a wide array of asset classes and capture part of the asset management value 
chain economics for our shareholders.  This will enable us to operate at the intersection of both asset management and insurance.  Our 
updated strategy focuses on four key pillars: Go-to-Market, Investment Management, Capital Structure and Foundational Capabilities.

The Go-to-Market pillar focuses on how we generate long-term client assets, referred to as policyholder funds under management, through 
annuity product sales.  We consider our marketing capabilities and franchise to be one of our core competitive strengths.  The liabilities we 
originate result in stable, long-term attractive funding, which is invested to earn a spread and return over the prudent level of risk capital.  
American Equity Life has become one of the leading insurance companies in the IMO distribution channel over our 25-year history and can 
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tap into a core set of loyal independent producers to originate new annuity product sales.  We are focused on growing our loyal producers 
with one million dollars or greater of annuity product sales each year.  We plan to increase our share of annuity product sales generated by 
IMOs and accelerate our expansion into bank, broker dealer and registered investment advisor distribution through our subsidiary, Eagle Life.  
Our strategy is to improve sales execution and enhance producer loyalty with product solutions, focused marketing campaigns, distribution 
analytics to enhance both sales productivity and producer engagement and new client engagement models that complement traditional 
physical face-to-face interactions.

The Investment Management pillar is focused on generating a strong return on assets which, in turn, will generate adequate spread income to 
support our liabilities, operations, and profitability.  In an environment where risk free interest rates continue to be historically low, insurers 
need to invest for better risk-adjusted yields than what are available in traditional fixed income securities.  Our investment strategy is to 
supplement our core fixed income investment portfolio with opportunistic investments in alpha-producing specialty sub-sectors like middle 
market credit and sectors with contractually strong cash flows like real estate and infrastructure.  We execute on this strategy by forming 
partnerships with certain asset managers that will provide access to specific asset sectors, resulting in a sustainable supply of quality private 
investments, in addition to traditional fixed income securities.  The partnerships with asset managers may include us taking an equity interest 
in the asset manager to create greater alignment or forming an alternate economic sharing arrangement so we benefit as our partners scale 
their platforms with third party assets under management. 

The Capital Structure pillar is focused on greater use of reinsurance structuring to both optimize asset allocation for our balance sheet and 
enable American Equity Life to free up capital and become a capital-light company over time.  We worked diligently to complete in 2021 the 
announced reinsurance partnership with Brookfield Asset Management Reinsurance Partners Ltd. and its affiliated entities (collectively, 
"Brookfield Reinsurance" or "Brookfield") and the formation of our own reinsurance platforms.  The use of reinsurance will enable us to 
achieve three business outcomes over time: first, free up capital to potentially return to shareholders, second, redeploy capital into higher 
yielding alpha generating assets to grow investment income relative to new money yields in a traditional core fixed income portfolio and 
third, successfully demonstrating the first two outcomes will allow us to raise third-party capital into reinsurance vehicles ("side-cars") to 
provide risk capital to back a portion of our existing liabilities and future sales of annuity products.  This will enable us to convert from an 
investment spread business with our own capital at risk into a combination spread based and fee based business with externally sourced risk 
capital.  In combination, these three outcomes are likely to generate sustained, deployable capital for shareholders and significant accretion in 
return on equity (“ROE”) over time.

The Foundational Capabilities pillar is focused on upgrading our operating platform to enhance the digital customer experience, create 
differentiation through data analytics to support the first three pillars, enhance core technology and align talent.  We have maintained high 
quality personal service as one of our highest priorities since our inception and continue to strive for an unprecedented level of timely and 
accurate service to both our agents and policyholders.  Examples of our high quality service include a live person answering phone calls and 
issuing policies within 24 hours of receiving the application if the paperwork is in good order.  We believe high quality service is one of our 
strongest competitive advantages and the foundational capabilities pillar will look to continue to enhance our high quality service.

The combination of differentiated investment strategies and increased capital efficiency improves annuity product competitiveness, thereby 
enhancing new business growth potential and further strengthening the operating platform.  This completes the virtuous cycle of the AEL 2.0 
business model, having started with a strong, at scale annuity originator, that is even further strengthened by the power of the investments and 
capital structure pillars. 

During 2021, we made significant progress in the execution of the AEL 2.0 strategy.  Key areas of progress include the following:

• we continued revitalization of our Go-to-Market strategy pillar.  We regained relevance and growth in the IMO distribution channel, 
built additional distribution through independent broker dealers and banks with Eagle Life, focused on growing sales that convert to 
reinsured liabilities to drive "fee like" earnings and emerged as a talent magnet and builder of next generation distribution capabilities.  
We completed a complete refresh of the general account "Shield series" product suite for the IMO channel and focused the Eagle Life 
product portfolio on fixed index annuities with newer market indices and client crediting strategies.  Income Shield remains the number 
one guaranteed income product in the industry with a 10-year surrender charge period.  We have also negotiated a purchase agreement to 
acquire a broker dealer to enter into the registered products market. 

• we continued to build out our investment management pillar capabilities.  We transitioned the management of our core fixed income and 
private placement investments to BlackRock Financial Management, Inc. and entered into an agreement with Conning, Inc. to manage 
assets for our Bermuda reinsurer once that entity is fully functional.  In addition, we re-tooled our investment management platform, 
expanded our underwriting and risk capital allocation lens for additional sectors, and expanded our capabilities in commercial real estate 
lending.  We also created and expanded relationships with specialty asset managers to target certain sub-sectors and began leveraging 
those partnerships to invest in private assets including single-family rentals and short term mortgage loans.  In 2021, we added $3.4 
billion of private assets to the investment portfolio.

• we continued to optimize our capital structure to drive sustained free cash flow.  We completed a reinsurance treaty with North End Re 
(Cayman) SPC (“North End Re”), a wholly owned subsidiary of Brookfield Reinsurance that covers both a portion of our in-force and a 
portion of new business flow.  This transaction will start to drive our evolution to a higher return on equity business through building a 
capital efficient, return on assets model by providing attractive fee-like revenues on assets.  We established AEL Re Bermuda Ltd., a 
wholly owned subsidiary domiciled in Bermuda, and executed a reinsurance treaty to transfer a block of in-force policies to this entity 
which operates in a jurisdiction with a principles based regulatory regime for both sides of the balance sheet.  We also completed the 
restructuring of the redundant reserve financing for policies with a fee based lifetime income benefit rider which resulted in an improved 
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RBC ratio for American Equity Life and quarterly expense savings compared to the prior financing. See Note 9 - Reinsurance and Policy 
Provisions for more information.  

In the next few years, we expect to migrate to a capital efficient business model with increased fee-like earnings.  We will scale our 
investments into higher returning private assets, grow reinsured liabilities to side-cars to grow return on asset earnings, and write new 
business that converts us from the traditional spread based return on equity model to a “fee like” return on assets model through reinsurance.

Products

Annuities offer our policyholders a tax-deferred means of accumulating retirement savings, as well as a reliable source of income during the 
payout period.  When our policyholders deposit cash for an annuity, we account for these receipts as policy benefit reserves in the liability 
section of our consolidated balance sheet.  The annuity deposits collected, by product type, during the three most recent fiscal years are as 
follows:

Year Ended December 31,
2021 2020 2019

Product Type
Deposits
Collected

Deposits
as a % of

Total
Deposits
Collected

Deposits
as a % of

Total
Deposits
Collected

Deposits
as a % of

Total
(Dollars in thousands)

Fixed index annuities $ 3,450,547  58 % $ 2,337,578  64 % $ 4,705,541  95 %
Annual reset fixed rate annuities  6,483  — %  8,225  — %  11,444  — %
Multi-year fixed rate annuities  2,452,994  41 %  1,303,133  35 %  234,226  5 %
Single premium immediate annuities  59,816  1 %  33,461  1 %  12,002  — %

$ 5,969,840  100 % $ 3,682,397  100 % $ 4,963,213  100 %

Fixed Index Annuities

Fixed index annuities allow policyholders to earn index credits based on the performance of a particular index without the risk of loss of their 
account value.  Most of these products allow policyholders to transfer funds once a year among several different crediting strategies, 
including one or more index based strategies and a traditional fixed rate strategy.  Bonus products represented 65%, 75% and 76% of our net 
annuity account values at December 31, 2021, 2020 and 2019, respectively.  The initial annuity deposit on these policies is increased at 
issuance by a specified premium bonus ranging from 5% to 10%.  Generally, the surrender charge and bonus vesting provisions of our 
policies are structured such that we have comparable protection from early termination between bonus and non-bonus products.

The annuity contract value is equal to the sum of premiums paid, premium bonuses and interest credited ("index credits" for funds allocated to 
an index based strategy), which is based upon an overall limit (or "cap") or a percentage (the "participation rate") of the appreciation (based in 
certain situations on monthly averages or monthly point-to-point calculations) in a recognized index or benchmark.  Caps and participation 
rates limit the amount of interest the policyholder may earn in any one contract year and may be adjusted by us annually subject to stated 
minimums.  Caps generally range from 1% to 12% and participation rates range from 10% to 175%.  In addition, some products have a spread 
or "asset fee" generally ranging from 0.75% to 5%, which is deducted from interest to be credited.  For products with asset fees, if the 
appreciation in the index does not exceed the asset fee, the policyholder's index credit is zero.  The minimum guaranteed surrender values are 
equal to no less than 87.5% of the premium collected plus interest credited at an annual rate ranging from 0.5% to 3%.

The initial caps and participation rates are largely a function of the cost of the call options we purchase to fund the index credits, the interest 
rate we can earn on invested assets acquired with new annuity deposits and the rates offered on similar products by our competitors.  For 
subsequent adjustments to caps and participation rates, we take into account the cost of the call options we purchase to fund the index credits, 
yield on our investment portfolio, annuity surrender and withdrawal assumptions and crediting rate history for particular groups of annuity 
policies with similar characteristics.

Fixed Rate Annuities

Fixed rate deferred annuities include annual, multi-year rate guaranteed products ("MYGAs") and single premium deferred annuities 
("SPDAs") .  Our annual reset fixed rate annuities have an annual interest rate (the "crediting rate") that is guaranteed for the first policy year.  
After the first policy year, we have the discretionary ability to change the crediting rate once annually to any rate at or above a guaranteed 
minimum rate.  Our MYGAs and SPDAs are similar to our annual reset products except that the initial crediting rate on MYGAs is 
guaranteed for up to seven years before it may be changed at our discretion while the initial crediting rate on SPDAs is guaranteed for either 
three or five years.  The minimum guaranteed rate on our annual reset fixed rate deferred annuities ranges from 1.00% to 4.00%, the initial 
guaranteed rate on our multi-year rate guaranteed deferred annuities ranges from 1.00% to 4.00% and the initial guaranteed rate on our 
SPDAs ranges from 1.45% to 2.65%.

The initial crediting rate is largely a function of the interest rate we can earn on invested assets acquired with new annuity deposits and the 
rates offered on similar products by our competitors.  For subsequent adjustments to crediting rates, we take into account the yield on our 
investment portfolio, experience factors and crediting rate history for particular groups of annuity policies with similar characteristics.  As of 
December 31, 2021, crediting rates on our outstanding fixed rate deferred annuities generally ranged from 1.0% to 4.0%.  The average 
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crediting rates on our outstanding annual reset and multi-year rate guaranteed fixed rate deferred annuities at December 31, 2021 were 1.64% 
and 2.37%, respectively.

We also sell single premium immediate annuities ("SPIAs").  Our SPIAs provide a series of periodic payments for a fixed period of time or 
for life, according to the policyholder's choice at the time of issue.  The amounts, frequency and length of time of the payments are fixed at 
the outset of the annuity contract.  SPIAs are often purchased by persons at or near retirement age who desire a steady stream of payments 
over a future period of years.

Withdrawal Options - Fixed Index and Fixed Rate Annuities

Policyholders are typically permitted penalty-free withdrawals up to 10% of the contract value in each year after the first year, subject to 
limitations.  Withdrawals in excess of allowable penalty-free amounts are assessed a surrender charge during a penalty period which ranges 
from 5 to 17 years for fixed index annuities and 3 to 15 years for fixed rate annuities from the date the policy is issued.  This surrender charge 
initially ranges from 5% to 20% for fixed index annuities and 8% to 20% for fixed rate annuities of the contract value and generally decreases 
by approximately one-half to two percentage points per year during the surrender charge period.  For certain policies, the premium bonus is 
considered in the establishment of the surrender charge percentages.  For other policies, there is a vesting schedule ranging from 9 to 14 years 
that applies to the premium bonus and any interest earned on that premium bonus.  Surrender charges and bonus vesting are set at levels 
aimed at protecting us from loss on early terminations and reducing the likelihood of policyholders terminating their policies during periods 
of increasing interest rates.  This practice enhances our ability to maintain profitability on such policies.  Policyholders may elect to take the 
proceeds of the annuity either in a single payment or in a series of payments for life, for a fixed number of years or a combination of these 
payment options.  

Information on surrender charge protection and net account values are as follows:

December 31,
2021 2020 2019

(Dollars in thousands)
Annuity Surrender Charges:

Average years at issue 11.8 12.4 12.7
Average years remaining 5.5 6.1 6.7
Average surrender charge percentage remaining  9.1 %  9.9 %  10.8 %

Annuity Account Value (net of coinsurance) $ 53,191,277 $ 54,056,725 $ 53,233,898 

A significant amount of our fixed index annuity policies and many of our annual reset fixed rate deferred annuities have been issued with a 
lifetime income benefit rider.  This rider provides an additional liquidity option to policyholders.  With the lifetime income benefit rider, a 
policyholder can elect to receive guaranteed payments for life from their contract without requiring them to annuitize their contract value.  
The amount of the lifetime income benefit available is determined by the growth in the policy's income account value and the policyholder's 
age at the time the policyholder elects to begin receiving lifetime income benefit payments.  The growth in the policy's income account value 
is based on the growth rate specified in the policy which ranges from 3.0% to 8.5% and the time period over which that growth rate is applied 
which ranges from 5 to 20 years for the majority of these policies.  Generally, the time period consists of an initial period of up to 10 years 
and the policyholder has the option to elect to continue the time period for an additional period of up to 10 years.  We have the option to either 
increase the rider fee or decrease the specified growth rate, depending on the specifics of the policy, at the time the policyholder elects to 
continue the time period.  Lifetime income benefit payments may be stopped and restarted at the election of the policyholder.  Policyholders 
have the choice of selecting a rider with a base level of benefit for no explicit fee or paying a fee for a rider that has a higher level of benefits, 
and since 2013 we have issued products where the addition of a rider to the policy is completely optional.  Rider fees range from 0.15% to 
1.60% of either the policy's account value or the policy's income account value.  The additional value to the policyholder provided by these 
riders through the lifetime income benefit base is not transferable to other contracts, and we believe the riders will improve the persistency of 
the contract.

Investments/Spread Management

Investment activities are an integral part of our business, and net investment income is a significant component of our total revenues.  
Profitability of our annuity products is significantly affected by spreads between interest yields on investments, the cost of options to fund the 
index credits on our fixed index annuities and rates credited on our fixed rate annuities and the fixed rate strategy in our fixed index annuities.  
We manage the index-based risk component of our fixed index annuities by purchasing call options on the applicable indices to fund the 
index credits on these annuities and by adjusting the caps, participation rates and asset fees on policy anniversary dates to reflect the change in 
the cost of such options which varies based on market conditions.  All options are purchased on the respective policy anniversary dates, and 
new options are purchased on each of the anniversary dates to fund the next index credits.  All credited rates on annual reset fixed rate 
deferred annuities and the fixed rate strategy in fixed index annuities may be changed annually, subject to minimum guarantees.  Changes in 
caps, participation rates and asset fees on fixed index annuities and crediting rates on fixed rate and fixed index annuities may not be 
sufficient to maintain targeted investment spreads in all economic and market environments.  In addition, competition and other factors, 
including the potential for increases in surrenders and withdrawals, may limit our ability to adjust or to maintain caps, participation rates, 
asset fees and crediting rates at levels necessary to avoid narrowing of spreads under certain market conditions.
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For additional information regarding the composition of our investment portfolio and our interest rate risk management, see Management's 
Discussion and Analysis of Financial Condition and Results of Operations—Financial Condition—Investments, Quantitative and Qualitative 
Disclosures About Market Risk and Note 4 - Investments to our audited consolidated financial statements.

Marketing/Distribution

We market our products through a variable cost distribution network, including independent agents through IMOs, broker/dealers, banks and 
registered investment advisors.  We emphasize high quality service to our agents, distribution partners and policyholders along with the 
prompt payment of commissions to our agents and distribution partners.  We believe this has been significant in building excellent 
relationships with our distribution network.

Our independent agents and agencies range in profile from national sales organizations to personal producing general agents.  A value 
proposition that we emphasize with agents is they have direct access to our senior leadership, giving us an edge over larger and foreign-owned 
competitors.  We also emphasize our products, service and our focused fixed annuity expertise.  We also have favorable relationships with our 
IMOs, which have enabled us to efficiently sell through an expanded number of independent agents.

The independent agent distribution system is comprised of insurance brokers and marketing organizations.  We are pursuing a strategy to 
increase the efficiency of our independent agent distribution network by strengthening our relationships with key IMOs and are alert for 
opportunities to establish relationships with organizations not presently associated with us.  These organizations typically recruit agents for us 
by advertising our products and our commission structure through direct mail advertising or seminars for insurance agents and brokers.  We 
monitor agent activity and will terminate those who have not produced business for us in recent periods and are unlikely to sell our products 
in the future.  The IMOs bear most of the cost incurred in marketing our products.  We compensate marketing organizations by paying them a 
percentage of the commissions earned on new annuity policy sales generated by the agents recruited by such organizations.  American Equity 
Life has relationships with 50 national marketing organizations, through which nearly 25,800 independent agents are under contract.  We 
generally do not enter into exclusive arrangements with these marketing organizations.

Agents contracted with us through two national marketing organizations accounted for approximately 25% of the annuity deposits and 
insurance premiums collected during 2021, and we expect these organizations to continue as marketers for American Equity Life with a focus 
on selling our products.  The states with the largest share of direct premium collected during 2021 were: Florida (9.3%), Texas (7.5%), Ohio 
(6.2%), Pennsylvania (5.5%), and New Jersey (4.8%). 

Eagle Life's fixed index and fixed rate annuities are distributed pursuant to selling agreements with broker/dealers, banks and registered 
investment advisors.  Eagle Life has 84 broker-dealer/firm selling agreements, through which nearly 10,700 representatives are appointed.  
Twenty-four of these agreements are with broker/dealers affiliated with banks.  Relationships with certain of these firms are facilitated by 
third party wholesalers who promote Eagle Life and are compensated based upon the sales of the firms they have contracted with Eagle Life.  
We are developing our employee wholesaling force, which will be a key to our success at Eagle Life.  Beginning in 2020, the majority of our 
third-party wholesaling partners no longer market Eagle Life products to new accounts as new account acquisition is handled almost entirely 
on an internal basis.  American Equity Life to a lesser extent also sells through broker/dealers and we have introduced products specifically 
for this distribution channel. 

Competition and Ratings

We operate in a highly competitive industry.  Our annuity products compete with fixed index, fixed rate and variable annuities sold by other 
insurance companies and also with mutual fund products, traditional bank products and other investment and retirement funding alternatives 
offered by asset managers, banks, and broker/dealers.  Our insurance products compete with products of other insurance companies, financial 
intermediaries and other institutions based on a number of features, including crediting rates, index options, policy terms and conditions, 
service provided to distribution channels and policyholders, ratings, reputation and distributor compensation.
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The sales agents for our products use the ratings assigned to an insurer by independent rating agencies as one factor in determining which 
insurer's annuity to market.  The degree to which ratings adjustments have affected and will affect our sales and persistency is unknown.  
Following is a summary of American Equity Life's financial strength ratings:

Financial Strength Rating Outlook Statement
A.M. Best Company, Inc.

January 2011 - current A- Stable
S&P Global

August 2020 - current A- Stable
March 2020 - August 2020 A- Negative
August 2015 - March 2020 A- Stable
June 2013 - August 2015 BBB+ Positive
October 2011 - June 2013 BBB+ Stable

Fitch Ratings Ltd.
April 2021 - current A- Stable
April 2020 - April 2021 A- Negative
August 2019 - April 2020 A- Stable
September 2018 - August 2019 BBB+ Positive
May 2013 - September 2018 BBB+ Stable

Financial strength ratings generally involve quantitative and qualitative evaluations by rating agencies of a company's financial condition and 
operating performance.  Generally, rating agencies base their ratings upon information furnished to them by the insurer and upon their own 
investigations, studies and assumptions.  Ratings are based upon factors of concern to policyholders, agents and intermediaries and are not 
directed toward the protection of investors and are not recommendations to buy, sell or hold securities.

In addition to the financial strength ratings, rating agencies use an "outlook statement" to indicate a medium or long-term trend which, if 
continued, may lead to a rating change.  A positive outlook indicates a rating may be raised and a negative outlook indicates a rating may be 
lowered.  A stable outlook is assigned when ratings are not likely to be changed.  Outlook statements should not be confused with expected 
stability of the insurer's financial or economic performance.  A rating may have a "stable" outlook to indicate that the rating is not expected to 
change, but a "stable" outlook does not preclude a rating agency from changing a rating at any time without notice.

In March 2021, A.M. Best affirmed its rating outlook on the U.S. life/annuity sector as ‘negative’, reflecting its view that while annuity 
writers have maintained strong capital and liquidity positions, the segment faces a number of challenges and threats.  In May 2021, Fitch 
revised its rating outlook on the U.S. life insurance sector to 'stable' from ‘negative’, reflecting the improved macroeconomic environment and 
reduced concerns regarding asset quality deterioration within general account investment portfolios.  In January 2022, S&P affirmed its rating 
outlook on the U.S. life insurance sector as 'stable', reflecting its expectation that companies in the sector will be able to navigate uncertainty 
without a significant negative impact on their credit quality.

A.M. Best financial strength ratings currently range from "A++" (superior) to "F" (in liquidation), and include 16 separate ratings categories.  
Within these categories, "A++" (superior) and "A+" (superior) are the highest, followed by "A" (excellent) and "A-" (excellent) then followed 
by "B++" (good) and "B+" (good).  Publications of A.M. Best indicate that the "A-" rating is assigned to those companies that, in A.M. Best's 
opinion, have demonstrated an excellent ability to meet their ongoing obligations to policyholders.

S&P financial strength ratings currently range from "AAA" (extremely strong) to "R" (under regulatory supervision), and include 21 separate 
ratings categories, while "NR" indicates that S&P has no opinion about the insurer's financial strength.  Within these categories, "AAA" and 
"AA" are the highest, followed by "A" and "BBB".  Publications of S&P indicate that an insurer rated "A-" is regarded as having strong 
financial security characteristics, but is somewhat more likely to be affected by adverse business conditions than are higher rated insurers.

Fitch financial strength ratings currently range from "AAA" (exceptionally strong) to "C" (distressed).  Ratings of "BBB-" and higher are 
considered to be "secure," and those of "BB+" and lower are considered to be "vulnerable."

A.M. Best, S&P and Fitch review their ratings of insurance companies from time to time.  There can be no assurance that any particular rating 
will continue for any given period of time or that it will not be changed or withdrawn entirely if, in their judgment, circumstances so warrant.  
If our ratings were to be negatively adjusted for any reason, we could experience a material decline in the sales of our products and the 
persistency of our existing business, as well as an increase in the cost of debt or equity financing.
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Reinsurance

We follow the industry practice of reinsuring a portion of our annuity risks with third party reinsurers.  Our reinsurance agreements play a 
part in managing our regulatory capital, risk and returns.

Coinsurance

American Equity Life has three coinsurance agreements with Athene Life Re Ltd. ("Athene"), an unauthorized life reinsurer domiciled in 
Bermuda.  One agreement ceded 20% of certain of American Equity Life's fixed index annuities issued from January 1, 2009 through 
March 31, 2010.  The second agreement ceded 80% of American Equity Life's multi-year rate guaranteed annuities issued from July 1, 2009 
through December 31, 2013 and 80% of Eagle Life's multi-year rate guaranteed annuities issued from November 20, 2013 through December 
31, 2013.  The third agreement ceded 80% of certain of American Equity Life's and Eagle Life's multi-year rate guaranteed annuities issued 
on or after January 1, 2014, 80% of Eagle Life's fixed index annuities issued prior to January 1, 2017, 50% of certain of Eagle Life's fixed 
index annuities issued from January 1, 2017 through December 31, 2018, 20% of certain of Eagle Life's fixed index annuities issued on or 
after January 1, 2019 and 80% of certain of American Equity Life's fixed index annuities issued from August 1, 2016 through December 31, 
2016. Effective January 1, 2021, no new business is being ceded to Athene.  The business reinsured under any of the Athene agreements may 
not be recaptured.  American Equity Life is an intermediary for reinsurance of Eagle Life's business ceded to Athene.  American Equity Life 
and Eagle Life remain liable to policyholders with respect to the policy liabilities ceded to Athene should Athene fail to meet the obligations it 
has coinsured.  The annuity deposits that have been ceded to Athene are secured by assets held in trusts and American Equity Life is the sole 
beneficiary of the trusts.  The assets in the trusts are required to remain at a value that is sufficient to support the current balance of policy 
benefit liabilities of the ceded business on a statutory basis.  If the value of the trust accounts would ever be less than the amount of the ceded 
policy benefit liabilities on a statutory basis, Athene is required to either establish a letter of credit or deposit securities in the trusts for the 
amount of any shortfall.  Athene has received a financial strength rating of "A" (Excellent) with a stable outlook from A.M. Best.  

American Equity Life has two coinsurance agreements with EquiTrust Life Insurance Company ("EquiTrust"), covering 70% of certain of 
American Equity Life's fixed index and fixed rate annuities issued from August 1, 2001 through December 31, 2001, 40% of those contracts 
issued during 2002 and 2003, and 20% of those contracts issued from January 1, 2004 to July 31, 2004.  The business reinsured under these 
agreements may not be recaptured.  We remain liable to policyholders with respect to the policy liabilities ceded to EquiTrust should 
EquiTrust fail to meet the obligations it has coinsured.  EquiTrust has received a financial strength rating of "B++" (Good) with a stable 
outlook from A.M. Best.

Effective July 1, 2021 American Equity Life entered into a reinsurance agreement with North End Re (“North End Re reinsurance treaty”), a 
wholly owned subsidiary of Brookfield Reinsurance to reinsure certain in-force fixed indexed annuity product liabilities as of the effective 
date of the reinsurance agreement, 70% on a modified coinsurance (“modco”) basis and 30% on a coinsurance basis.  The liabilities reinsured 
on a coinsurance basis are secured by assets held in trusts with American Equity Life as the beneficiary.  The liabilities reinsured on a modco 
basis are secured by assets held by American Equity Life in a segregated modco account.  American Equity Life will receive an annual ceding 
commission equal to 49 basis points and the Company will receive an annual asset liability management fee equal to 30 basis points 
calculated based on the initial cash surrender value of liabilities ceded.  Such fees are fixed and contractually guaranteed for six years with the 
additional and final seventh year payment partially contingent on certain performance obligations for both parties.  

As part of the North End Re reinsurance treaty, American Equity Life is also ceding 75% of certain fixed index annuities issued after the 
effective date of the agreement, 70% on a modco basis and 30% on a coinsurance basis to North End Re.  On sales subsequent to the effective 
date of the North End Re reinsurance treaty, American Equity Life will receive an annual ceding commission equal to 140 basis points and 
the Company will receive an annual asset liability management fee equal to 30 basis points calculated based on the initial cash surrender 
value of liabilities ceded.  Such fees are fixed and contractually guaranteed for six years with the additional and final seventh year payment 
being contingent on certain performance obligations for both parties.  

Although American Equity Life remains liable to policyholders with respect to the policy liabilities ceded to North End Re, should North End 
Re fail to meet the obligations it has reinsured the assets in the trusts and modco account are required to remain at a value that is sufficient to 
support the current balance of policy benefit liabilities of the ceded business on a statutory basis.  The assets in the trusts and modco account 
are subject to investment management agreements between American Equity Life and North End Re.

Financing Arrangements

Effective April 1, 2019, we entered into a coinsurance agreement with Hannover Life Reassurance Company of America ("Hannover") 
covering 80% of lifetime income benefit rider payments in excess of policy fund values and waived surrender charges related to penalty free 
withdrawals on certain business (the "2019 Hannover Agreement").  The 2019 Hannover Agreement was treated as reinsurance under 
statutory accounting practices and as a financing arrangement under U.S. generally accepted accounting principles ("GAAP").  Under GAAP, 
the statutory surplus benefit under the 2019 Hannover Agreement was eliminated and the associated charges were recorded as risk charges 
that were included in other operating costs and expenses in the consolidated statements of operations.  Effective October 1, 2021, we 
recaptured the 2019 Hannover agreement.
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Intercompany Reinsurance Agreements

Effective October 1, 2021, American Equity Life entered into a coinsurance agreement with AEL Re Vermont Inc., a wholly-owned captive 
reinsurance company, to cede a portion of lifetime income benefit rider payments in excess of policy fund values on a funds withheld basis 
("the AEL Re Vermont Agreement").  In connection with the agreement, AEL Re Vermont entered into an excess of loss reinsurance 
agreement (the "XOL treaty") with Hannover, to retrocede the lifetime income benefit rider payments in excess of the policy fund values 
ceded under the AEL Re Vermont Agreement upon exhaustion of the funds withheld account balance under the AEL Re Vermont Agreement. 

AEL Re Vermont is permitted to carry the XOL treaty as an admitted asset on the AEL Re Vermont statutory balance sheet.  The XOL treaty 
does not satisfy risk transfer and is treated as a financing agreement.  The associated charges are recorded as risk charges that are included in 
other operating costs and expenses in the consolidated statements of operations.

Effective December 31, 2021, American Equity Life entered into a coinsurance agreement with AEL Re Bermuda, an affiliated Bermuda 
reinsurer wholly owned by American Equity Investment Life Holding Company, to reinsure a quota share of fixed index annuities issued 
from January 1, 1997 through December 31, 2007 on a funds withheld basis.  

The impact of all intercompany reinsurance agreements and related intercompany balances have been eliminated in the preparation of the 
accompanying consolidated financial statements.  

For more information regarding reinsurance, see Note 9 - Reinsurance and Policy Provisions to our audited consolidated financial statements.  
For risks involving reinsurance see "Item 1A. Risk Factors."

Regulation

General Scope of Insurance Regulation

Life insurance companies are subject to regulation and supervision by the states in which they transact business.  State insurance laws 
establish supervisory agencies with broad regulatory authority, including the power to:

• grant and revoke licenses to transact business; 
• regulate and supervise trade practices and market conduct; 
• establish guaranty associations; 
• license agents; 
• approve policy forms; 
• approve premium rates for some lines of business; 
• establish reserve requirements; 
• prescribe the form and content of required financial statements and reports; 
• determine the reasonableness and adequacy of statutory capital and surplus; 
• perform financial, market conduct and other examinations; 
• define acceptable accounting principles for statutory reporting; 
• regulate the type and amount of permitted investments; 
• establish requirements for reinsurance credit;
• prescribe the terms of agreements between or among affiliates;
• approve changes in direct or indirect ownership above certain thresholds; 
• review corporate governance practices; and 
• limit the amount of dividends and surplus note payments that can be paid without obtaining regulatory approval.

Our life subsidiaries are subject to periodic examinations by state regulatory authorities.  In 2020, the Iowa Insurance Division completed 
financial examinations of American Equity Life and Eagle Life for the five-year period ending December 31, 2018.  There were no 
adjustments to American Equity Life's or Eagle Life's statutory financial statements as a result of these examinations.  In 2020, the New York 
Department of Financial Services completed its financial examination of American Equity Life of New York for the five-year period ending 
December 31, 2018.  There were no adjustments to American Equity Life of New York's statutory financial statements as a result of this 
examination.

State regulators also review matters related to us and our life subsidiaries in connection with requests for regulatory approval of transactions.  
For example, in 2021 we successfully applied for regulatory approval from Iowa and New York regulators for our reinsurance arrangements 
with North End Re and for transactions among us and our affiliates for intra-enterprise services and allocation of tax costs.

We also established captive reinsurers in Vermont and in Bermuda in 2021, which required the approval of regulators in those jurisdictions 
and initiated our regulation by those authorities.  Iowa regulators also approved the related reinsurance arrangements.  Bermuda regulations 
address matters such as fitness and adequate knowledge and expertise to engage in insurance, and impose solvency, auditing, and reporting 
requirements. 
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Dividends, Distributions, and Transactions Among Affiliates

The payment of dividends or distributions, including surplus note payments, by our life subsidiaries is subject to regulation by each 
subsidiary's state of domicile's insurance department.  Currently, American Equity Life may pay dividends or make other distributions without 
the prior approval of the Iowa Insurance Commissioner, unless such payments, together with all other such payments within the preceding 
twelve months, exceed the greater of (1) American Equity Life's statutory net gain from operations for the preceding calendar year, or 
(2) 10% of American Equity Life's statutory surplus at the prior year-end.  For 2022, up to $407.9 million can be distributed as dividends by 
American Equity Life without prior approval of the Iowa Insurance Commissioner.  In addition, dividends and surplus note payments may be 
made only out of earned surplus, and all surplus note payments are subject to prior approval by regulatory authorities.  American Equity Life 
had $2.4 billion of statutory earned surplus at December 31, 2021.

Most states have also enacted regulations on the activities of insurance holding company systems, including acquisitions, extraordinary 
dividends, the terms of surplus notes, the terms of affiliate transactions, corporate governance, risk management, and other related matters.  
We are registered pursuant to such legislation in Iowa.  A number of state legislatures have also considered or have enacted legislative 
proposals that alter and, in many cases, increase the authority of state agencies to regulate insurance companies and holding company 
systems.

Acquisition and Exercise of Control

Most states, including Iowa and New York where our life subsidiaries are domiciled, have enacted legislation or adopted administrative 
regulations affecting the acquisition of control of insurance companies as well as transactions between insurance companies and persons 
controlling them.  The nature and extent of such legislation and regulations currently in effect vary from state to state.  However, most states 
require administrative approval of the direct or indirect acquisition of 10% or more of the outstanding voting securities of an insurance 
company incorporated in the state.  The acquisition of 10% of such securities is generally deemed to be the acquisition of "control" for the 
purpose of the holding company statutes and requires not only the filing of detailed information concerning the acquiring parties and the plan 
of acquisition, but also administrative approval prior to the acquisition.  In many states, the insurance authority may find that "control" in fact 
does not exist in circumstances in which a person owns or controls more than 10% of the voting securities.  In 2021, Brookfield Reinsurance 
received Iowa and New York regulatory approval to increase its ownership of our common stock, and chose to increase its ownership to 16%.

Risk-Based Capital Requirements

The National Association of Insurance Commissioners ("NAIC") risk-based capital ("RBC")  requirements are intended as an early warning 
tool for regulators to identify deteriorating or weakly capitalized insurance companies for the purpose of initiating regulatory action.  The 
RBC formula defines a minimum capital standard which supplements low, fixed minimum capital and surplus requirements previously 
implemented on a state-by-state basis.  Such requirements are not designed as a ranking mechanism for adequately capitalized companies.

The NAIC's RBC requirements provide for four levels of regulatory attention depending on the ratio of a company's total adjusted capital to 
its RBC.  Adjusted capital is defined as the total of statutory capital and surplus, asset valuation reserve and certain other adjustments.  
Calculations using the NAIC formula at December 31, 2021, indicated that American Equity Life's ratio of total adjusted capital to the highest 
level at which regulatory action might be initiated was 400%.

Reserves Adequacy

Our life subsidiaries, and our affiliated captive reinsurers, must annually analyze their statutory reserves adequacy.  In each case, a qualified 
actuary must submit an opinion that states that the statutory reserves make adequate provision, according to accepted actuarial standards of 
practice, for the anticipated cash flows required by the contractual obligations and related expenses of the subsidiary.  The actuary considers 
the adequacy of the statutory reserves in light of the assets held by the insurer with respect to such reserves and related actuarial items, such as 
the investment earnings on such assets and the consideration the insurer anticipates receiving and retaining under the related policies and 
contracts.  We may increase reserves in order to submit such an opinion without qualification.  Our subsidiaries that must provide these 
opinions did so in 2021 without qualifications.

Investments Regulation

State laws and regulations limit the amount of investments that our U.S. insurance subsidiaries may have in certain asset categories, such as 
below investment grade fixed income securities, real estate equity, other equity investments, and derivatives, and require diversification of 
investment portfolios.  Investments exceeding regulatory limitations are not admitted for purposes of measuring surplus.  In some instances, 
laws require us to divest any non-qualifying investments. 

Derivatives Regulation

We use derivatives, primarily call options, to provide the income needed to fund the annual index credits on our fixed index annuity products. 
We may also use derivatives to hedge interest rate, foreign currency and additional equity market exposure.  As such, we and our 
counterparties are subject to Dodd-Frank Act regulation of collateral posting, clearing, and reporting of over-the-counter derivatives 
transactions.
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Financial Strength Ratings

Financial strength ratings issued by Nationally Recognized Statistical Rating Organizations ("NRSRO's") are measures of an insurance 
company's ability to meet policyholder obligations and generally involve quantitative and qualitative evaluations by rating agencies of a 
company's financial condition and operating performance.  While not enforced by law, ratings are based upon factors of concern to agents, 
policyholders and intermediaries and strongly influence an insurer's competitiveness.  Factors that could negatively influence financial 
strength ratings include:

• Sustained reductions in new sales of insurance products;
• Unfavorable operational and/or financial trends;
• Significant losses and/or ratings deterioration in our investment portfolio;
• Changes in equity market levels, interest rates, and market volatility;
• Inability to access capital markets to provide reserve relief;
• Changes in statutory accounting or reserve requirements applicable to our insurance subsidiaries;
• Inability to sustain senior management or other key personnel;
• Rapid or excessive growth; and
• Ineffective enterprise risk management.

Long-Duration Targeted Improvements

The Financial Accounting Standards Board ("FASB") has revised aspects of the measurement models and disclosure requirements for long 
duration insurance and investment contracts.  The revisions include updating cash flow assumptions in the calculation of the liability for 
traditional life products, introducing the term ‘market risk benefit’ ("MRB") and requiring all contract features meeting the definition of an 
MRB to be measured at fair value and simplifying the method used to amortize deferred policy acquisition costs and deferred sales 
inducements to a constant basis over the expected term of the related contracts rather than based on actual and estimated gross profits and 
enhancing disclosure requirements.  While this revised guidance is effective for us on January 1, 2023, the transition date (the remeasurement 
date) is January 1, 2021.  Early adoption is permitted.  We are in the process of evaluating the impact this guidance will have on our 
consolidated financial statements.  

Privacy and Cybersecurity

Various U.S. federal and state government agencies protect the privacy and security of personal information.  These laws and rules vary 
significantly from jurisdiction to jurisdiction. Insurance and other regulators are also increasingly focused on cybersecurity.  The NAIC’s 
Insurance Data Security Model Law (the “Cybersecurity Model Law”) established standards for data security and for the investigation of and 
notification to insurance commissioners of cybersecurity events involving unauthorized access to, or the misuse of, certain nonpublic 
information.  The Cybersecurity Model Law imposes regulatory requirements intended to protect the confidentiality, integrity, and availability 
of information systems.  Recent regulations with a significant impact on our operations include the New York Department of Financial 
Services cybersecurity requirements for financial services companies and the California Consumer Privacy Act.  The California Consumer 
Privacy Act contains protections for individuals, such as notification requirements for data breaches, the right to access personal data and the 
right to be forgotten.

ERISA

We provide products and services to certain employee benefit plans that are subject to the Employee Retirement Income Security Act 
("ERISA") and the Internal Revenue Code of 1986, as amended (the “Code”).  ERISA and the Code impose restrictions, including fiduciary 
duties to perform solely in the interests of ERISA plan participants and beneficiaries, and to avoid certain prohibited transactions.  The 
applicable provisions of ERISA and the Code are subject to enforcement by the U.S. Department of Labor (“DOL”), the Internal Revenue 
Service (“IRS”) and the Pension Benefit Guaranty Corporation.

The prohibited transaction rules of ERISA and the Code generally restrict the provision of investment advice to ERISA plans and participants 
and IRAs if the investment recommendation results in fees paid to an individual advisor, the firm that employs the advisor or their affiliates 
that vary according to the investment recommendation chosen, unless an exemption or exception is available.  Similarly, without an 
exemption or exception, fiduciary advisors are prohibited from receiving compensation from third parties in connection with their advice.  
ERISA also affects certain of our in-force insurance policies and annuity contracts, as well as insurance policies and annuity contracts we may 
sell in the future.

Heightened standards of conduct as a result of a fiduciary or best interest standard or other similar rules or regulations could increase the 
compliance and regulatory burdens on our sales representatives.  On February 16, 2021, the DOL's new fiduciary regulation and interpretative 
guidance regarding the provision of investment advice in retirement accounts became effective.  The DOL's final guidance confirms the 
restatement of the definition of "investment advice" that previously applied but broadens the circumstances under which sales representatives 
could be considered fiduciaries under ERISA in connection with recommendations to "rollover" assets from a qualified retirement plan to an 
individual retirement account.  This guidance reverses an earlier DOL interpretation suggesting that "rollover" advice did not constitute 
investment advice giving rise to a fiduciary relationship.  We have adapted our business practices accordingly, and continue to adapt them as 
regulatory requirements evolve.  
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Broker-Dealer Regulation

One of our subsidiaries is registered with the SEC as a broker-dealer under the Exchange Act and a member of, and subject to regulation by, 
FINRA.  Federal and state securities regulatory authorities and FINRA from time to time make inquiries and conduct examinations regarding 
compliance with securities and other laws and regulations.

London Interbank Offered Rate Developments

The Financial Conduct Authority (“FCA”), the U.K. regulator of the London Interbank Offered Rate ("LIBOR"), previously indicated that it 
intends to stop persuading or compelling panel banks to submit quotes used to determine LIBOR after 2021.  On November 30, 2020, the 
Intercontinental Exchange (“ICE”) Benchmark Administration (“IBA”), the administrator of LIBOR, announced a consultation regarding its 
intention to cease the publication of one week and two-month U.S. Dollar LIBOR settings at the end of December 2021, but to extend the 
publication of the remaining U.S. Dollar LIBOR settings (overnight and one, three, six and 12 month U.S. Dollar LIBOR) until the end of 
June 2023.  The IBA intends to share the results of the consultation with the FCA and publish a summary of the responses.  U.S. bank 
regulators acknowledged the announcement and, subject to certain limited exceptions, advised banks to cease writing new U.S. Dollar LIBOR 
contracts by the end of 2021.

We use LIBOR and other interbank offered rates as interest reference rates in many of our financial instruments.  Existing contract fallback 
provisions, and whether, how, and when we and others develop and adopt alternative reference rates, will influence the effect of any changes 
to or discontinuation of LIBOR on us.  We are identifying, assessing and monitoring market and regulatory developments, assessing 
agreement terms, and evaluating operational readiness.  We also monitor the FASB’s, International Accounting Standards Board’s, and U.S. 
Treasury Department’s updates on the accounting and tax implications of reference rate reform.  We continue to assess current and alternative 
reference rates’ merits, limitations, risks and suitability for our investment and insurance processes.

Pandemic and Public Health Related Conditions and Regulation

The outbreak of COVID-19 and related conditions has created significant economic and financial turmoil both in the U.S. and around the 
world.  Government, regulatory, business, and social reactions to COVID-19 also have significant effects on our business and the conditions 
in which we operate.  For example, governments have imposed vaccination requirements, lock-downs, travel limitations, school closures, and 
other requirements.  All of these conditions have disrupted distribution channels through which we sell our products, including independent 
agents and their clients.  They have, and may continue to, depress economic activity that affects demands for our products.  They may also 
materially affect our investment portfolio.

Guaranty Laws

Our life subsidiaries also may be required, under the solvency or guaranty laws of most states in which they do business, to pay assessments 
up to certain prescribed limits to fund policyholder losses or liabilities of insolvent insurance companies.  These assessments may be deferred 
or forgiven under most guaranty laws if they would threaten an insurer's financial strength and, in certain instances, may be offset against 
future premium taxes. 

Environmental Laws and Regulations

We are subject to environmental laws and regulations as an owner and operator of real property, which can include liabilities and costs in 
connection with any required remediation of such properties.  In addition, we hold equity interests in companies that could potentially be 
subject to environmental liabilities.  We assess real estate we acquire for environmental exposure, but unexpected environmental liabilities 
may arise. 

Other State and NAIC Regulatory Developments

State insurance regulators and the NAIC are continually reexamining existing laws and regulations and developing new legislation for 
passage by state legislatures and new regulations for adoption by insurance authorities.  Proposed laws and regulations or those still under 
development pertain to insurer solvency and market conduct and in recent years have focused on:

• insurance company investments; 
• RBC guidelines, which consist of regulatory targeted surplus levels based on the relationship of statutory capital and surplus, with 

prescribed adjustments, to the sum of stated percentages of each element of a specified list of company risk exposures; 
• suitability/best interest standard;
• the implementation of non-statutory guidelines and the circumstances under which dividends may be paid; 
• principles-based reserving; 
• own-risk solvency and enterprise risk management assessment;
• cybersecurity assessments;
• product approvals; 
• agent licensing; and 
• sales practices; and
• algorithmic underwriting.
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Other U.S. Federal Initiatives

Historically, the federal government has not directly regulated the business of insurance.  However, federal legislation and administrative 
policies in several areas, including pension regulation, age and sex discrimination, financial services regulation, securities regulation and 
federal taxation can significantly affect the insurance business.  Additionally, the Dodd-Frank Wall Street Reform and Consumer Protection 
Act of 2010 (the "Dodd-Frank Act") generally provides for enhanced federal supervision of financial institutions, including insurance 
companies in certain circumstances, and financial activities that represent a systemic risk to financial stability or the U.S. economy.  Under 
the Dodd-Frank Act, a Federal Insurance Office has been established within the U.S. Treasury Department to monitor all aspects of the 
insurance industry and its authority may extend to our business, although the Federal Insurance Office is not empowered with any general 
regulatory authority over insurers.  The director of the Federal Insurance Office serves in an advisory capacity to the Financial Stability 
Oversight Council ("FSOC").

Federal Income Tax

Generally, U.S. federal tax law permits tax deferral on the inside build-up of investment value of certain retirement savings, including annuity 
products, until a contract distribution has occurred.  In general, death benefits paid under a life insurance contract are excluded from taxation.  
Attractiveness of the Company's products for some individuals may depend on the enacted tax rates and the impact on the value of the 
deferral.  Congress from time to time may enact other changes to the tax law that could make our products less attractive to consumers, 
including legislation that would modify the tax favored treatment of retirement savings, life insurance and annuity products.

Human Capital

Our Team Members

American Equity's growth and innovation strategy leverages our veteran and newly-engaged employees, building on and expanding our long-
standing capabilities and adding new expertise.  Our human capital management is crucial to our delivery on our decades- and often life-long 
promises to policyholders, and as we continue to transform into an at-scale origination, spread and capital light fee-based business, and to 
manage capital to grow as well as produce returns for shareholders.  As of December 31, 2021, American Equity employed approximately 
800 full-time team members.  All of our employees are located in the United States, and none were covered by a collective bargaining 
agreement.  American Equity engaged less than 100 temporary or part-time workers.

Engagement

Our culture is the foundation for our efforts to provide the best products and exemplary customer service, as well as to build an engaged and 
valued team.  We seek to cultivate a culture of growth, innovation, and purposeful teamwork that builds off of our foundation of customer 
service, stewardship. product integrity, and financial strength.  Our cultural beliefs focus on:

• Performing as One Team to foster a trusting and transparent environment to work toward common objectives.
• Inspiring Innovation by leaving our comfort zones daily to advance the company's goals. 
• Taking Action to seek the best available information and deliver results.
• Owning It by taking responsibility for our actions and growing from our experiences.
• Breaking Boundaries to engage in respectful conversations that invite diverse perspectives and experiences.

In 2021, we asked team members to complete a cultural advantage index survey to assess our cultural progress and over 70% responded.  We 
used the results to identify practices we should continue and encourage, as well as areas where we needed to devote more attention to 
cultivate the culture we need to succeed. 

Health and Safety

We continue to protect team member health and safeguard our business in light of the COVID-19 pandemic.  We engaged over 90% of our 
workforce remotely in 2021 for substantially all or the overwhelming majority of their work time.  We engaged expert advice to design and 
deploy safety protocols and facility upgrades for team members while on-site at our main offices in Iowa, and we continued to update 
benefits, offer well-being programs, and enhance management practices.  We offered team members free on-site vaccination and testing at our 
offices.

Our employee benefits programs support our growing workforce's evolving needs.  Healthcare options for benefit-eligible employees aim to 
maintain affordable team member contribution and proactively promote physical and mental well-being.  One measure of the caliber of our 
benefits in 2021 was that over 85% of our employees chose coverage through our medical plan, and similarly high levels chose dental and/or 
vision coverage.  During 2021, the company paid an average of 84% of participating employees' monthly medical premiums.  We also offered 
out team members a free robust virtual holistic wellness program, in which hundreds took part.

Retirement Benefits

American Equity team members are eligible to participate in our 401(k) plan after thirty days of employment and age 18.  We match 100% of 
team member contributions to the 401(k) plan up to 3% of the employee’s total eligible compensation and match 50% of employee 
contributions up to the next 2% of the employee’s total eligible compensation, subject to the  Internal Revenue Code (the “Code”) limitations. 
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We also align employee and shareholder interests and promote team members' ownership mindset through our long-standing Employee Stock 
Ownership Plan (“ESOP”).  We make semi-annual discretionary contributions for all employees after a minimum of six months of service, 
and their interests vest after two years of service.

Training

At American Equity, we encourage and invest in a wide variety of professional development opportunities and in-role stretch assignments.  
Our employees expanded their skills and expertise through thousands of hours of training in our Academy for Excellence and and LinkedIn 
Learning in 2021.  We also engaged employees through a wide variety of internal and external leadership and subject-matter seminars, 
degree, and certificate programs.

Community Action

We support and partner with a diverse range of organizations to make a positive difference where our team members live and work.  In 2021,  
we sponsored the LGBTQ Legacy Leader Awards; Black and Brown Business Summit; Central Iowa DEI Awards Minority Scholarship; and 
Women Lead Change.  We also took concrete local action to partner with Pro Iowa to redevelop an EPA superfund site into a multi-use 
facility for youth and community sports and recreation, and by offering our team members hours of paid time to volunteer in community-
building efforts.

Compensation

For more information on our executive compensation programs and how they align with our business strategy and results, see our Proxy 
Statement to be filed during the second quarter of 2022.

Item 1A.    Risk Factors

Any or each of the events described below may (or may continue to) adversely affect our reputation, our regulatory, customer, or other 
relationships, our business, our net income and results of operations, our expenses, our profitability, our liquidity or cash flows, our statutory 
capital position, our book value and book value per share, our ability to meet our obligations, our credit and financial strength ratings, our 
risk-based capital ratios, our financial condition, our cost of capital, or the market price of our common stock.  The effects may vary widely 
from time to time, product to product, market to market, region to region, or segment to segment.  Many of these risks are interrelated and 
could occur under similar business and economic conditions, and the occurrence of any of them may cause others to emerge or worsen.  Such 
combinations could materially increase the severity of the cumulative or separate impact of these risks.

These risk factors are not a complete set of all potential risks that could affect us.  You should carefully consider the risk factors together with 
other information contained in this Annual Report on Form 10-K, including “Business,” “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations” and the consolidated financial statements and accompanying notes in “Financial Statements and 
Supplementary Data,” as well as in other reports and materials we submit to the SEC.

Risks Relating to Our Business and Economic Conditions

1. Our results may differ from our management assumptions, estimates, and models.

Our financial results are based on assumptions and estimates that depend on many factors, none of which are certain.  Our actual results may 
differ significantly from our expectations.  As a result, our decisions on products and pricing, calculation of account balances within our 
financial statements, and the amounts of regulatory and rating agency capital we expect to need to hold may be wrong.  Our estimates are 
based on complex analysis and interpretation of large quantities of data, involve sophisticated judgment and expertise, and are imprecise.  We 
may change our assumptions and estimates from time to time as a result of engaging more sophisticated methods, obtaining additional 
information, or due to discovery of errors.  Our expected pricing expenses and benefits are based on assumptions about how long a policy will 
remain in force and about mortality and longevity.  Our actual experience may differ from our pricing assumptions.  We may have to change 
our actuarial estimates, accelerate amortization of deferred acquisition expenses, increase our policy benefit reserves, or pay higher benefits 
than we projected.  For example, persistency lower than our assumptions may require us to accelerate the amortization of expenses we 
deferred in connection with the acquisition of the policy.

Certain financial statement balances depend on estimates and assumptions including the calculations of policyholder benefit reserves, 
derivatives and embedded derivatives, deferred policy acquisition costs and deferred sales inducements, the fair value of investments and 
valuation allowances.  The calculations we use to estimate these balances are complex.  We make significant assumptions such as expected 
index credits, the age when a policyholder may begin to utilize the lifetime income benefit rider, the number of policyholders that may not 
utilize the lifetime income benefit rider, expected policyholder behavior including expected lapse rates, discount rates and the expected cost of 
annual call options, any of which may change over time and may be inaccurate.  We  use judgement in making estimates and assumptions, 
and our  accuracy  depends on multiple factors, including market conditions, interest rates, credit conditions, spreads, liquidity, and 
observable market data.  Our investment returns or cash flows  may also differ from our expectations.   

In addition, our risk management policies, procedures, and models  may be imperfect or may not be sufficiently comprehensive.  As a result, 
they may not identify or adequately protect us from every risk to which we are exposed.
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2.  Interest rate conditions could change. 

Interest rate increases or decreases could harm our investment spread, or the difference between yields on our invested assets and our cost of 
money, the fair value of our investments and the reported value of stockholders' equity and the unrealized gain or loss position of our 
investment portfolio. 

Sustained low interest rates may harm our ability to offer attractive rates and benefits to customers while maintaining profitability.  This may 
reduce our fixed index annuity sales, as consumers seek potentially higher returns.  Rising interest rates may lead customers to surrender their 
policies, increasing our net cash outflows, requiring us to sell assets at a disadvantaged price and accelerating our amortization of deferred 
policy acquisition costs and deferred sales inducements.  Our sales may decline during such times, or we may increase annuity crediting rates 
but be unable to generate the investment returns or spreads we desire.

3.  Our investments may lose value or fail to grow as quickly as we expect due to market, credit, liquidity, concentration, default, and other 
risks.

Our investments and their performance, including our derivative financial instruments, are subject to credit defaults, market value volatility 
and changes to credit spreads.  The impact of these items can be exacerbated by financial and credit market volatility.  We may fail to adjust 
to market conditions, producing investment portfolio losses.  Our portfolio diversification management by asset class, creditor, industry, and 
other limitations may be inadequate.  

We may have to sell investments that are not publicly traded or that otherwise lack liquidity (such as privately placed fixed maturity 
securities, below investment grade securities, investments in mortgage loans and alternative investments) below fair market values and could 
incur losses.  We may be unable to liquidate positions quickly to meet unexpected policyholder withdrawal obligations.

Our mortgage loans may fail to perform and borrowers may default on their obligations.  Declining debt service coverage ratios and 
increasing loan to value ratios, poor loan performance, borrower or tenant financial difficulties, catastrophes, and other events may harm 
mortgage carrying values, which could lead to investment losses. 

Derivatives margin requirements may increase, and we may be required to post collateral.  In addition, our costs may increase due to 
counterparties' higher capital requirements for derivatives.  We may need to liquidate higher yielding assets for cash to cover some or all of 
these costs.

4.  Our option costs could increase.

Our cost of call options, which we use to manage the index-based risk component of our fixed index annuities, may increase due to higher 
equity market volatility, higher interest rates, or other market factors.  We may be unable to effectively mitigate this risk by adjusting caps, 
participation rates, and asset fees on policy anniversary dates to reflect these increases.

5.  We are exposed to counterparty credit risk.

We have counterparty credit risk with other insurance companies through reinsurance.  Our efforts to mitigate these risks, such as by securing 
assets in trusts and requiring the reinsurer to establish a letter of credit or deposit securities in the trusts for any shortfall, may be inadequate to 
protect us.  Where the annuity deposits we ceded are unsecured, our claims would be subordinated to those of the reinsurer's policyholders.  
Should our reinsurers fail to meet their obligations to us, we remain liable for the ceded policy liabilities.  If we were forced to recapture 
reinsured business, we may have inadequate capital to do so.

We may be unable to use reinsurance to the extent and on the terms we want.  As a result, we would have to accept an increase in our net 
liability exposure or a decrease in our statutory surplus, reduce the amount of business we write, or develop other alternatives.

Our call options counterparties may fail to perform.  Our efforts to maintain quality and credit exposure concentration limits may be 
inadequate to mitigate this risk.  

Counterparties' failure to perform their derivative instrument obligations may impose costs on us to fund index credits on our fixed index 
annuities.  We may be unable to enforce our counterparties' obligations to post collateral to secure their obligations to us.

6.  The third parties on whom we rely for services may fail to perform or to comply with legal or regulatory requirements.

The third parties who perform various services for us, including sales agents, marketing organizations, investment managers, and information 
technologists, may fail to meet our performance expectations.  Our controls to monitor their service levels and compliance with our rules and 
legal and regulatory standards may be inadequate. 

7.  Our competitors have greater resources, a broader array of products, and higher ratings, which may limit our ability to attract and 
retain customers or distributors.

We may be unable to compete successfully with larger companies who enjoy larger financial resources, broader and more diversified product 
lines, higher ratings, and more widespread agency relationships.  Customers may choose fixed index, fixed rate, or variable annuities sold by 
other insurance companies, or chose mutual fund products, traditional bank products, and other retirement funding alternatives offered by 
asset managers, banks and broker/dealers.  Competitors' products may have competitive or other advantages based on design, participation 
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rates and crediting rates, policy terms and conditions, services provided to distributors and policyholders, ratings by rating agencies, 
reputation and distributor compensation.

We may be unable to compete successfully for product distribution sources (such as IMOs, other marketers, agents, broker/dealers, banks and 
registered investment advisors) based on innovative and timely products, financial strength, services provided to and the relationships 
developed with distributors, or competitive commission structures and timely payments.  Our distributors may choose to sell others' products, 
and are generally free to do so.  

8.  Our information technology and communication systems may fail or suffer a security breach.

We may lose access to or use of our information technology (IT) systems to accurately perform necessary business functions such as issuing 
new policies, providing customer support, maintaining existing policies, paying claims, managing our investment portfolios, and producing 
financial statements.  Our efforts, policies, and processes to avoid or mitigate systems failures, fraud, cyberattacks, processing errors, and 
regulatory breaches may fail or prove inadequate.  

We may be unable to keep the confidential information within our IT infrastructure secure or maintain adherence to privacy standards or 
expectations.  Our complex information security controls framework that leverages multiple leading industry control standards, as well as 
extensive commercial control technologies we use to maintain the security of those systems, is imperfect and may fail.  An attacker who 
circumvents our comprehensive information security controls infrastructure could access, view, misappropriate, alter, or delete information 
contained within the accessed systems, including personally identifiable policyholder information and proprietary business information.

Our efforts and expenses to maintain and enhance our existing systems to keep pace with changing security requirements, industry standards, 
and evolving customer preferences may be insufficient or misguided, impairing our ability to rely on information for product design, product 
pricing, and risk management decisions.  Our extensive backup and recovery systems and contingency plans may not prevent system 
interruptions, failures, or allow us to promptly remediate those that do occur.  

9.  We may suffer a credit or financial strength downgrade.

We may fail to maintain or improve our financial strength or credit ratings, whether due to the results of operations of our subsidiaries or our 
financial condition.

A ratings downgrade, or the potential for a ratings downgrade, could cause distributors and sales agents to stop or reduce our product sales in 
favor of our competitors, could increase our policy or contract surrenders, and harm our ability to obtain reinsurance or to do so at competitive 
prices.

10.  We may be unable to raise additional capital to support our business and sustain our growth on favorable terms.

We may need to increase or maintain the statutory capital and surplus of our life insurance subsidiaries, or the capital of our holding company, 
through debt, equity, and/or other transactions.  We may be unable to do so because of adverse market conditions or high cost of capital, or be 
able to do so only on unfavorable terms.  As a result, we may have to limit sales of new annuity products.  We may also agree to restrictions 
on other activities, transactions, or financial arrangements in order to obtain necessary capital.

11.  U.S. and global capital markets and economies could deteriorate due to major public health issues, including the COVID-19 
pandemic, political or social developments, or otherwise.

Economic and capital markets could suffer downturns, uncertainties, or market disruptions.  For example, armed conflict in Europe or 
elsewhere, sanctions intended to address those conflicts or achieve other ends, COVID-19 and the related pandemic, and government and 
business efforts in reaction to any of these, may continue to create economic and financial turmoil and contribute to a recession, to decreased 
economic output, to unemployment,  to market dislocations, to political uncertainties, to inflation, to stagnated economic growth, and other 
effects.  These may reduce the performance, and increase the risks, of our investment portfolio.  They may also prevent us from continuing 
normal business operations, and our measures to mitigate their effects - such as remote working and workplace safety measures - may be 
inadequate to limit the strain on our business continuity plans and contain operational risk, such as information technology and third-party 
service provider risks.

12.  We may fail to authorize and pay dividends on our preferred stock.

We may fail to authorize and pay dividends on our preferred stock.  Unpaid dividends would not accrue, and could result in our inability to 
pay or declare a dividend on our common stock or repurchase, redeem or otherwise acquire for consideration our common stock.  Any such 
failure would also prevent us from making certain distributions to common shareholders.  They may also give preferred shareholders the right 
to elect members of our Board of Directors or other corporate governance rights that could weaken the rights and interests of common 
shareholders and other stakeholders.

13.  Our subsidiaries may be unable to pay dividends or make other payments to us.

Our future cash flows may be limited, as they depend upon the availability of dividends, surplus note interest payments and other statutorily 
permissible payments from our insurance subsidiaries, such as payments under our investment advisory agreements and tax allocation 
agreements with our subsidiaries.  Without such cash flow, we may be unable to service debt we incur from time to time (including senior 
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notes, term loans, subordinated debentures issued to a subsidiary trust, and others), pay operating expenses and pay dividends to common and 
preferred stockholders.   

14.  We may fail at reinsurance, investment management, or third-party capital arrangements.

We may be unable to source, negotiate, obtain timely regulatory approval for, and execute the reinsurance, investment management, or third-
party-capital arrangements for our strategy to succeed.  As a result, we may not realize our anticipated economic, strategic or other benefits of 
any such transaction and may incur unforeseen expenses or liabilities.  Any reorganization or consolidation of the legal entities through which 
we conduct business may raise similar risks.

15.  We may fail to prevent excessive risk-taking.

Our employees, including executives and others who manage sales, investments, products, wholesaling, underwriting, and others, may take 
excessive risks.  Our compensation programs and practices, and our other controls, may not effectively deter excessive risk-taking or 
misconduct.

16.  Our policies and procedures may fail to protect us from operational risks.

We may make errors or fail to detect incorrect or incomplete information in any of the large number of transactions we process through our 
complex administrative systems.  Our controls and procedures to prevent such errors may not be effective.  For example, we may fail to 
escheat property timely and completely, or fail to detect, deter or mitigate fraud against us or our customers.  We may fail to maintain service 
standards or to operate efficiently or control costs.  In addition, we may fail to attract, motivate and retain employees, develop talent, or 
adequately plan for management succession.  We may also suffer internal control deficiencies or disclosure control deficiencies that result in 
significant deficiencies or material weaknesses.

Risks Relating to Legal, Regulatory, Environment, Social, or Governance Matters

17.  We may be subject to increased litigation, regulatory examinations, and tax audits.

We may become involved in increased litigation, including class action lawsuits, alleging improper product design, improper sales practices 
and similar claims.  State regulatory bodies, such as state insurance departments, the SEC and the DOL may investigate our compliance with, 
among other things, insurance laws, securities laws and ERISA.  In addition, U.S. and state authorities have and may continue to audit our 
compliance with tax laws. 

18.  Laws, regulations, accounting, and benchmarking standards may change.

Any of the myriad of insurance statutes and regulations in the various states in which our life insurance subsidiaries transact business, 
including those related to insurance holding companies, may change at any time with or without warning.  Laws affecting our investments, 
such as rules on enforcing mortgage rights, may change.  Accounting standards such as those issued by the FASB, statutory accounting 
standards, or others may change, and interest rate benchmarking standards, such as LIBOR's replacements, may change, evolve, or be 
replaced.  U.S. federal laws and rules, such as those related to securities or ERISA, may also change.  In addition, those with authority or 
influence may change their interpretation of such laws or accounting standards, or may disagree with our interpretation of them.  We may be 
unable to adapt to any such changes or disagreements in a timely or effective manner.  Tax law changes may also harm us.  For example, 
should individual income tax rates decrease, some of the income tax advantages of our products would likewise decrease.  Moreover, tax law 
may change or eliminate any of the income tax advantages of our products.  Further, changes to the basis of U.S. income taxation (e.g., 
taxation of unearned gains), corporate tax rates, capital gains tax rates, and other changes, may affect us.  

19.  Iowa or other applicable law, or our corporate governance documents or change-in-control agreements, may delay or deter takeovers 
or combinations.

State laws, our certificate of incorporation and by-laws, and agreements into which we have entered concerning changes in control may delay, 
deter or prevent a takeover attempt that stockholders might consider favorable.

20.  Climate changes, or responses to it, may affect us.

Climate change may increase the frequency and severity of near- or long-term weather-related disasters, public health incidents, and 
pandemics, and their effects may increase over time.  Climate change regulation may harm the value of investments we hold or harm our 
counterparties, including reinsurers.  Our regulators may also increasingly focus their examinations on climate-related risks.

21.  Our efforts to meet environmental, social, and governance standards and to enhance our sustainability may not meet expectations.

Our investors or others may evaluate our business practices by continually evolving and unclear environmental, social, and governance 
(“ESG”) criteria that may reflect contrasting or conflicting values or agendas.  Our practices may also not change in the particulars or at the 
rate all parties expect, and may involve management trade-offs.  To the extent we establish specific commitments or targets, we may fail to 
meet them.
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Item 1B.    Unresolved Staff Comments

None.

Item 2.    Properties

Not applicable.

Item 3.    Legal Proceedings

See Note 15 - Commitments and Contingencies to our audited consolidated financial statements.

Item 4.    Mine Safety Disclosures

Not applicable.

17



PART II

Item 5.    Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our common stock is traded on the New York Stock Exchange ("NYSE") under the symbol AEL.  The following table sets forth the high and 
low sales prices of our common stock for each quarterly period within the two most recent fiscal years as quoted on the NYSE.

High Low
2021

First Quarter $32.54 $26.21
Second Quarter $33.68 $29.18
Third Quarter $33.79 $27.12
Fourth Quarter $39.88 $29.46

2020
First Quarter $34.16 $9.07
Second Quarter $27.09 $14.76
Third Quarter $27.32 $19.06
Fourth Quarter $34.25 $22.37

As of February 11, 2022, to the best of our knowledge, there were approximately 29,524 beneficial holders of our common stock.  In 2021
and 2020, we paid an annual cash dividend of $0.34 and $0.32, respectively, per share on our common stock.  We intend to continue to pay an 
annual cash dividend on such shares so long as we have sufficient capital and/or future earnings to do so.   Any further determination as to 
dividend policy will be made by our board of directors and will depend on a number of factors, including our future earnings, capital 
requirements, financial condition and future prospects and such other factors as our board of directors may deem relevant.

Since we are a holding company, our ability to pay cash dividends depends in large measure on our subsidiaries' ability to make distributions 
of cash or property to us.  Iowa insurance laws restrict the amount of distributions American Equity Life and Eagle Life can pay to us without 
the approval of the Iowa Insurance Commissioner.  See Management's Discussion and Analysis of Financial Condition and Results of 
Operations and Note 14 - Statutory Financial Information and Dividend Restrictions to our audited consolidated financial statements, which 
are incorporated by reference in this Item 5.

For disclosure on securities authorized for issuance under equity compensation plans, see our definitive proxy statement to be filed within the 
Commission pursuant to Regulation 14A within 120 days after December 31, 2021.

Issuer Purchases of Equity Securities

The following table presents the amount of our share purchase activity for the periods indicated:

Total Number of 
Shares Purchased

Average Price 
Paid Per Share

Total Number of Shares 
Purchased as Part of 
Publicly Announced 

Program (a)

Approximate Dollar 
Value of Shares That 

May Yet Be 
Purchased Under 

Program
Period (shares) (dollars) (shares) (dollars in thousands)
October 1, 2021 - October 31, 2021  — $ —  — $ 236,000 
November 1, 2021 - November 30, 2021  — $ —  — $ 736,000 
December 1, 2021 - December 31, 2021  — $ —  — $ 736,000 
Total  — 

(a) On October 18, 2020, the Company's Board of Directors approved a $500 million share repurchase program.  On November 19, 2021, 
the Company's Board of Directors authorized the repurchase of an additional $500 million of Company common stock.
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Common Stock Performance Graph

The graph and table below compare the total return on our common shares with the total return on the S&P Global Ratings (“S&P”) 500 and 
S&P 500 Financials indices for the five-year period ended on December 31, 2021.  The graph and table show the total return on a hypothetical 
$100 investment in our common shares and in each index on December 31, 2016 including the reinvestment of all dividends.  The graph and 
table below shall not be deemed to be “soliciting material” or to be “filed,” or to be incorporated by reference in future filings with the SEC, 
or to be subject to the liabilities of Section 18 of the Exchange Act, except to the extent that we specifically incorporate it by reference into a 
document filed under the Securities Act or the Exchange Act.

12/31/2016 12/31/2017 12/31/2018 12/31/2019 12/31/2020 12/31/2021
American Equity Investment Life Holding Co.  100.00  137.51  126.06  136.41  127.53  181.14 
S&P 500 Index  100.00  121.83  116.49  153.17  181.35  233.41 
S&P 500 Financials Index  100.00  122.18  106.26  140.40  138.02  186.38 
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Item 7.    Management's Discussion and Analysis of Financial Condition and Results of Operations

Management's discussion and analysis reviews our consolidated financial position at December 31, 2021 compared with December 31, 2020, 
and our consolidated results of operations for the years ended December 31, 2021 and 2020, and where appropriate, factors that may affect 
future financial performance.  This analysis should be read in conjunction with our audited consolidated financial statements, notes thereto 
and selected consolidated financial data appearing elsewhere in this report.

For information and analysis relating to our financial condition and consolidated results of operations as of and for the year ended 
December 31, 2020, as well as for the year ended December 31, 2020 compared with the year ended December 31, 2019, see Item 7. 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our Annual Report on Form 10-K for the year 
ended December 31, 2020.

Cautionary Statement Regarding Forward-Looking Information

All statements, trend analysis and other information contained in this report and elsewhere (such as in filings by us with the SEC, press 
releases, presentations by us or management or oral statements) may contain forward-looking statements within the meaning of Section 27A 
of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.  Forward-looking statements may relate to markets for 
our products, trends in our operations or financial results, strategic alternatives, future operations, strategies, plans, partnerships, investments, 
share buybacks and other financial developments, and are subject to assumptions, risks and uncertainties.  Statements such as [“guidance”, 
“expect”, “anticipate”, “strong”, “believe”, “intend”, “goal”, “objective”, “target”, “position”, “potential”, “will”, “may”, “would”, “should”, 
“can”, “deliver”, “accelerate”, “enable”, “estimate”, “projects”, “outlook”, “opportunity”] or similar words, as well as specific projections of 
future events or results qualify as forward-looking statements.  Forward-looking statements, by their nature, are subject to a variety of 
inherent risks and uncertainties that could cause actual results to differ materially from the results projected.  Many of these risks and 
uncertainties cannot be controlled by the Company.  Factors that may cause our actual decisions or results to differ materially from those 
contemplated by these forward-looking statements include, among other things:

• results differing from assumptions, estimates, and models.
• interest rate condition changes.
• investments losses or failures to grow as quickly as expected due to market, credit, liquidity, concentration, default, and other risks.
• option costs increases.
• counterparty credit risks.
• third parties service-provider failures to perform or to comply with legal or regulatory requirements.
• poor attraction and retention of customers or distributors due to competitors’ greater resources, broader array of products, and higher 

ratings.
• information technology and communication systems failures or security breaches.
• credit or financial strength downgrades.
• inability to raise additional capital to support our business and sustain our growth on favorable terms.
• U.S. and global capital market and economic deterioration due to major public health issues, including the COVID-19 pandemic, 

political or social developments, or otherwise.
• failure to authorize and pay dividends on our preferred stock.
• subsidiaries’ inability to pay dividends or make other payments to us.
• failure at reinsurance, investment management, or third-party capital arrangements.
• failure to prevent excessive risk-taking.
• failure of policies and procedures to protect from operational risks.
• increased litigation, regulatory examinations, and tax audits.
• changes to laws, regulations, accounting, and benchmarking standards.
• takeover or combination delays or deterrence by laws, corporate governance documents, or change-in-control agreements.
• effects of climate changes, or responses to it.
• failure of efforts to meet environmental, social, and governance standards and to enhance sustainability.

For a detailed discussion of these and other factors that might affect our performance, see Item 1A of this report.  

Executive Summary

As previously noted, we began to implement an updated strategy, referred to as AEL 2.0, after having undertaken a thorough review of our 
business in 2020.  During 2021, we made significant progress in the execution of the AEL 2.0 strategy in all four key pillars: Go-to-Market, 
Investment Management, Capital Structure and Foundational Capabilities.  See Item 1. Business - Strategy for more information on the AEL 
2.0 strategy and progress made during 2021.

Excellent customer service teamed with our ability to offer innovative insurance products that provide principal protection and lifetime 
income continued to result in significant sales of our annuity products.  In 2021, our sales were $6.0 billion which increased cash and 
investments to a balance in excess of $64.0 billion at December 31, 2021.  Our sales for the last five years have ranged from $3.7 billion to 
$6.0 billion. 

The economic and personal investing environments continued to be conducive to the sale of fixed index and fixed rate annuity products as 
retirees and others looked to put their money in instruments that will protect their principal and provide them with consistent cash flow 
sources in their retirement years and a paycheck for life.  Sales of both fixed index and fixed rate annuity products increased during 2021.  
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Total sales increased to $6.0 billion in 2021 compared to $3.7 billion in 2020.  The increase in fixed rate annuity products was driven by the 
introduction of competitive three and five-year single premium deferred annuity products at both American Equity Life and Eagle Life.  The 
increase in fixed index annuity products was driven by product refreshes at both American Equity Life and Eagle Life, including the addition 
of two new proprietary indices to our refreshed AssetShield product and the introduction of two new products at American Equity Life.  Sales 
levels in 2021 also benefited from an improving sales environment compared to 2020.  We lowered crediting rates on our single premium 
deferred annuity products during the fourth quarter of 2021 in order to focus on sales of fixed index annuity products as we believe such 
products align with the transformation of the Company from a spread based return on equity insurer to more of a fee-based return on asset 
insurer.

We continue to be in the midst of an unprecedented period of low interest rates and low yields for investments with the credit quality we 
prefer.  In response, we have been reducing policyholder crediting rates for new annuities and existing annuities.  Active management of 
policyholder crediting rates resulted in a lower aggregate cost of money during 2021.  We continue to have flexibility to reduce our crediting 
rates if necessary and could decrease our cost of money by approximately 62 basis points if we reduce current rates to guaranteed minimums.   
We now have 7 sleeves of private asset sectors in which we have conviction, specifically  as a landlord in both single family rental homes and 
multi-family apartments, residential whole loans for individuals and professional investors, infrastructure debt, infrastructure equity, with a 
priority around sub-sectors like energy transition, middle market loans to private companies, and annual recurring revenue based lending to 
companies in the software and technology sector.  During 2021, we deployed $3.4 billion in private assets with expected returns in the 5.1% 
to 5.2% range.  In aggregate, we successfully repositioned the portfolio in 2021 with close to $10 billion of new assets purchases resulting in 
an estimated portfolio yield 3.85% at the end of 2021.  We are on track to achieve close to or above 4% aggregate portfolio yield in 2022 as 
we further ramp our allocation in private assets from approximately 15% at year-end 2021 to 30-40% over time.

On October 18, 2020, we announced an agreement with Brookfield under which Brookfield will acquire up to a 19.9% ownership interest of 
common stock in the Company.  The equity investment by Brookfield will take place in two stages: an initial purchase of a 9.9% equity 
interest at $37.00 per share which closed on November 30, 2020 with Brookfield purchasing 9,106,042 shares, and a second purchase of up to 
an incremental 10.0% equity interest, at the greater value of $37.00 per share or adjusted book value per share (excluding AOCI and the net 
impact of fair value accounting for derivatives and embedded derivatives).  The second equity investment was subject to finalization of a 
reinsurance transaction that closed on October 8, 2021, receipt of applicable regulatory approvals and other closing conditions.  Regulatory 
approval related to the second equity investment was received on December 29, 2021 and an additional 6,775,000 shares were issued to 
Brookfield at $37.33 per share in January of 2022.  Brookfield also received one seat on the Company’s Board of Directors following the 
initial equity investment.

On October 18, 2020, the Company's Board of Directors approved a $500 million share repurchase program.  The purpose of the share 
repurchase program is to both offset dilution from the issuance of shares to Brookfield and to institute a regular cash return program for 
shareholders.  On November 19, 2021, the Company's Board of Directors authorized the repurchase of an additional $500 million of 
Company common stock.  As of December 31, 2021, we have repurchased approximately 9.1 million shares of our common stock at an 
average price of $29.04 per common share.  Through February 25, 2022, we have repurchased approximately 11.6 million shares of our 
common shares at an average price of $31.78 per common share and have approximately $630 million remaining under our share repurchase 
program.

We specialize in the sale of individual annuities (primarily fixed and fixed index deferred annuities) through IMOs, agents, banks and broker-
dealers.  Fixed and fixed index annuities are an important product for Americans looking to fund their retirement needs as annuities have the 
ability to provide retirees a paycheck for life.  

Under U.S. GAAP, premium collections for deferred annuities are reported as deposit liabilities instead of as revenues.  Similarly, cash 
payments to policyholders are reported as decreases in the liabilities for policyholder account balances and not as expenses.  Sources of 
revenues for products accounted for as deposit liabilities are net investment income, surrender charges assessed against policy withdrawals 
and fees deducted from policyholder account balances for lifetime income benefit riders, net realized gains (losses) on investments and 
changes in fair value of derivatives.  Components of expenses for products accounted for as deposit liabilities are interest sensitive and index 
product benefits (primarily interest credited to account balances and changes in the liability for lifetime income benefit riders), changes in fair 
value of embedded derivatives, amortization of deferred sales inducements and deferred policy acquisition costs, other operating costs and 
expenses and income taxes.

Our profitability depends in large part upon:

• the amount of assets under our management,
• investment spreads we earn on our policyholder account balances,
• our ability to manage our investment portfolio to maximize returns and minimize risks such as interest rate changes and defaults or credit 

losses,
• our ability to appropriately price for lifetime income benefit riders offered on certain of our fixed rate and fixed index annuity policies,
• our ability to manage interest rates credited to policyholders and costs of the options purchased to fund the annual index credits on our 

fixed index annuities,
• our ability to manage the costs of acquiring new business (principally commissions paid to agents and distribution partners and bonuses 

credited to policyholders),
• our ability to manage our operating expenses, and
• income taxes.
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Life insurance companies are subject to NAIC RBC requirements and rating agencies utilize a form of RBC to partially determine capital 
strength of insurance companies.  Our RBC ratio at December 31, 2021 and December 31, 2020 was 400% and 372%, respectively.

We intend to manage our capitalization in normal economic conditions at a level that is consistent with rating agency capital at or above the 
A-level.  It may drift downwards, at times, for reasons including, but not limited to, realized credit losses or temporary increases in required 
risk capital for ratings migrations.  This level is intended to reflect a level that is consistent with the rating agencies expectations for capital 
adequacy ratios at different points in an economic cycle.  This implies operating with a peak to trough swing whereby capital is absorbing risk 
at the low point of the economic cycle.  

On August 21, 2020 S&P affirmed its "A-" financial strength rating on American Equity Life and its "BBB-" long-term issuer credit rating on 
American Equity Investment Life Holding Company, and revised its outlook to "stable" from "negative" primarily due to capital management 
actions taken during 2020. 

On July 29, 2021, A.M. Best affirmed its "A-" financial strength rating on American Equity Investment Life Insurance Company and its 
subsidiaries, American Equity Investment Life Insurance Company of New York and Eagle Life Insurance Company, its "bbb-" long-term 
issuer credit rating of American Equity Investment Life Holding Company, its "bbb-" senior unsecured debt ratings, and its "bb" perpetual, 
non-cumulative preferred stock ratings.  The outlook for these credit ratings of "stable" was also affirmed by A.M. Best on July 29, 2021.

On April 14, 2021, Fitch affirmed its "A-" financial strength rating on American Equity Investment Life Insurance Company and its life 
insurance subsidiaries, its "BBB" issuer default rating on American Equity Investment Life Holding Company and its "BBB-" senior 
unsecured debt ratings, and revised its outlook to "stable" from "negative" on its financial strength, issuer default and senior unsecured debt 
ratings.

Earnings from products accounted for as deposit liabilities are primarily generated from the excess of net investment income earned over the 
interest credited or the cost of providing index credits to the policyholder, or the "investment spread."  Our investment spread is summarized 
as follows:

Year Ended December 31,
2021 2020 2019

Average yield on invested assets 3.73% 4.12% 4.52%
Aggregate cost of money 1.55% 1.69% 1.84%
Aggregate investment spread 2.18% 2.43% 2.68%

Impact of:
Investment yield - additional prepayment income 0.11% 0.08% 0.06%
Cost of money benefit from over hedging 0.07% 0.02% 0.03%

The cost of money for fixed index annuities and average crediting rates for fixed rate annuities are computed based upon policyholder account 
balances and do not include the impact of amortization of deferred sales inducements.  See Critical Accounting Policies and Estimates—
Deferred Policy Acquisition Costs and Deferred Sales Inducements.  With respect to our fixed index annuities, the cost of money includes the 
average crediting rate on amounts allocated to the fixed rate strategy and expenses we incur to fund the annual index credits.  Proceeds 
received upon expiration of call options purchased to fund annual index credits are recorded as part of the change in fair value of derivatives, 
and are largely offset by an expense for interest credited to annuity policyholder account balances.  See Critical Accounting Policies and 
Estimates - Policy Liabilities for Fixed Index Annuities and Financial Condition - Derivative Instruments.

Average yield on invested assets decreased primarily as a result of a higher level of cash and cash equivalent holdings during 2021 compared 
to 2020.  The higher level of cash and cash equivalent holdings was a result of our decision to execute a series of trades in the fourth quarter 
of 2020 designed to raise liquidity to fund block reinsurance transactions and de-risk the investment portfolio.  See Net investment income.  
Active management of policyholder crediting rates has continued to lower the aggregate cost of money.  We expect to have flexibility to 
reduce our crediting rates if necessary and could decrease our cost of money by approximately 62 basis points if we reduce current rates to 
guaranteed minimums. 
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Results of Operations for the Three Years Ended December 31, 2021

Annuity deposits by product type collected during 2021, 2020 and 2019, were as follows:

Year Ended December 31,
Product Type 2021 2020 2019

(Dollars in thousands)
American Equity Life:

Fixed index annuities $ 2,753,479 $ 1,992,059 $ 4,058,638 
Annual reset fixed rate annuities  6,133  8,128  11,245 
Multi-year fixed rate annuities  855,702  395,982  1,613 
Single premium immediate annuities  59,816  33,461  12,002 

 3,675,130  2,429,630  4,083,498 
Eagle Life:

Fixed index annuities  697,068  345,519  646,903 
Annual reset fixed rate annuities  350  97  199 
Multi-year fixed rate annuities  1,597,292  907,151  232,613 

 2,294,710  1,252,767  879,715 
Consolidated:

Fixed index annuities  3,450,547  2,337,578  4,705,541 
Annual reset fixed rate annuities  6,483  8,225  11,444 
Multi-year fixed rate annuities  2,452,994  1,303,133  234,226 
Single premium immediate annuities  59,816  33,461  12,002 

Total before coinsurance ceded  5,969,840  3,682,397  4,963,213 
Coinsurance ceded  424,819  35,667  290,040 
Net after coinsurance ceded $ 5,545,021 $ 3,646,730 $ 4,673,173 

Annuity deposits before coinsurance ceded increased 62% during 2021 compared to 2020.  Annuity deposits after coinsurance ceded 
increased 52% during 2021 compared to 2020.  The increase in sales in 2021 compared to 2020 was driven by the sales of multi-year fixed 
rate annuity products introduced in late 2020 at both American Equity Life and Eagle Life and increased sales of fixed index annuities at both 
American Equity Life and Eagle Life.  This growth is due to fixed index annuity product refreshes at both American Equity Life and Eagle 
Life, the introduction of two new products at American Equity Life and strong sales of single premium deferred annuity products at both 
Eagle Life and American Equity Life during the first three quarters of 2021.  Sales levels in 2021 also benefited from an improving sales 
environment compared to 2020.

Prior to January 1, 2021, we had been ceding 80% of the annuity deposits received from certain multi-year rate guaranteed annuities and 20% 
of certain fixed index annuities sold by Eagle Life through broker/dealers and banks to an unaffiliated reinsurer.  Beginning January 1, 2021, 
no new business is being ceded to the unaffiliated reinsurer.  Effective July 1, 2021, we ceded 100% of an in-force block of fixed index 
annuities and began ceding 75% of certain fixed index annuities issued after July 1, 2021 to North End Re which caused the increase in 
coinsurance ceded premiums for the year ended December 31, 2021 compared to 2020.  

Net income available to common stockholders decreased 33% to $430.3 million in 2021 and increased 159% to $637.9 million in 2020
from $246.1 million in 2019.  The decrease in net income available to common stockholders for the year ended December 31, 2021 was 
primarily a result of the impact of assumption updates made during 2021 compared to the impact of assumption updates made during 2020.

Net income available to common stockholders for the year ended December 31, 2021 was negatively impacted by a decrease in the aggregate 
investment spread as previously noted.  Net income, in general, is impacted by the volume of business in force and the investment spread 
earned on this business.  The average amount of annuity account balances outstanding (net of annuity liabilities ceded under coinsurance 
agreements) increased 1% to $53.7 billion for the year ended December 31, 2021 compared to $53.3 billion in 2020 and increased 2% for the 
year ended December 31, 2020 compared to $52.3 billion in 2019.  Our investment spread measured in dollars was $1.2 billion, $1.3 billion, 
and $1.3 billion for the years ended December 31, 2021, 2020 and 2019, respectively.  Our investment spread has been negatively impacted 
by the extended low interest rate environment and by holding higher levels of cash and cash equivalents (see Net investment income).  The 
higher levels of cash and cash equivalent holdings decreased in the fourth quarter of 2021 with the execution of the reinsurance treaty with 
North End Re.  We expect to invest most of the cash balances above our target cash levels into traditional fixed income securities and 
privately sourced assets during early 2022.  The impact of the extended low interest rate environment and higher cash and cash equivalent 
holdings has been partially offset by a lower aggregate cost of money due to our continued active management of new business and renewal 
rates.  Net income available to common stockholders for the year ended December 31, 2021 was negatively impacted by an increase in other 
operating costs and expenses (see Other operating costs and expenses).  We expect the level of other operating costs and expenses to settle 
into the $60 million per quarter range for the foreseeable future as we continue to execute on the AEL 2.0 strategy. 
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Net income is impacted by the change in fair value of derivatives and embedded derivatives which fluctuates from year to year based upon 
changes in fair values of call options purchased to fund the annual index credits for fixed index annuities and changes in interest rates used to 
discount the embedded derivative liability.  See Change in fair value of derivatives, Change in fair value of embedded derivatives, 
Amortization of deferred sales inducements and Amortization of deferred policy acquisition costs.

We periodically update the key assumptions used in the calculation of amortization of deferred policy acquisition costs and deferred sales 
inducements retrospectively through an unlocking process when estimates of current or future gross profits/margins (including the impact of 
realized investment gains and losses) to be realized from a group of products are revised.  In addition, we periodically update the assumptions 
used in determining the liability for lifetime income benefit riders and the embedded derivative component of our fixed index annuity policy 
benefit reserves as experience develops that is different from our assumptions.  

Net income available to common stockholders for 2021, 2020 and 2019 includes effects from updates to assumptions as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Increase (decrease) in amortization of deferred sales inducements $ (45,107) $ 428,101 $ (104,707) 
Increase (decrease) in amortization of deferred policy acquisition costs  (45,662)  646,785  (192,982) 
Increase in interest sensitive and index product benefits  243,658  285,825  315,383 
Increase (decrease) in change in fair value of embedded derivatives  (122,294)  (2,341,279)  28,208 
Effect on net income available to common stockholders  (24,017)  769,611  (35,987) 

We review these assumptions quarterly and as a result of these reviews, we made updates to assumptions during each year.  In addition, we 
implemented an enhanced actuarial valuation system during 2019, and as a result, our 2019 assumption updates include model refinements 
resulting from the implementation.  

The most significant assumption updates made in 2021 were to investment spread assumptions, including the net investment earned rate and 
crediting rate on policies, lifetime income benefit rider utilization assumptions, mortality assumptions, and lapse rate assumptions as 
discussed below.  In addition, we made assumption updates to change the reinsurance expense assumption associated with the refinancing of 
statutory redundant reserves effective October 1, 2021.

Due to the continued low interest rate environment, we updated our assumption for investment spread for American Equity Life to 2.25% in 
the near term and increasing to 2.50% over an eight-year reversion period and our assumption for crediting/discount rate to 1.55% increasing 
to 2.10% over an eight-year reversion period.  Prior to these assumption updates, our long-term assumption for aggregate investment spread 
was at 2.60% at the end of an eight-year reversion period, with a near term crediting/discount rate of 1.90% increasing to 2.10% over an 
eight-year reversion period.  The assumption change to decrease aggregate investment spread resulted in lower expected future gross profits 
as compared to previous estimates and a decrease in the balances of deferred policy acquisition costs and deferred sales inducements.  

We updated lapse rate and mortality assumptions based on historical experience.  For certain annuity products without a lifetime income 
benefit rider, the lapse rate assumption was increased in more recent cohorts to reflect higher lapses on polices with a market value adjustment 
("MVA") feature.  For other annuity products with a lifetime income benefit rider, the population was bifurcated based on whether policies 
had utilized the rider.  For those policies which had utilized the rider, the lapse rate assumption was decreased in later durations.  The overall 
mortality assumption was lowered to reflect historical experience.  The net impact of the updates to the lapse rate and mortality assumptions 
resulted in higher expected future gross profits as compared to previous estimates and an increase in the balances of deferred policy 
acquisition costs and deferred sales inducements.  The net impact of the updates to lapse rate and mortality assumptions resulted in an 
increase in the liability for lifetime income benefit riders due to a greater amount of expected benefit payments in excess of account values.  

We updated the lifetime income benefit rider utilization assumption based on historical experience.  The ultimate utilization assumption was 
lowered for policies with a fee rider and certain policies with a no-fee rider.  In addition, the utilization assumption was changed to reflect 
seasonality with higher utilization rates during the first quarter of each year.  The net impact of the updates to the utilization assumption 
resulted in a decrease in the liability for lifetime income benefit riders due to a lower amount of expected benefits payments due to lower 
expected utilization.  The net impact of the updates to the utilization assumption resulted in higher expected future gross profits as compared 
to previous estimates and an increase in the balances of deferred policy acquisition costs and deferred sales inducements.  

The most significant assumption update to the calculation of the fair value of the embedded derivative component of our fixed index annuity 
policy benefit reserve in 2021 was the change in lapse rate assumptions discussed above.  The net impact of the updates to the lapse rate 
assumption resulted in a decrease in the embedded derivative component of our fixed index annuity policy benefit reserves as less funds 
ultimately qualify for excess benefits.

The most significant assumption updates from the 2020 review were to investment spread assumptions, including the net investment earned 
rate and crediting rates on policies, as well as updates to lapse rate and partial withdrawal assumptions.
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Due to the economic and low interest rate environments, we updated our assumption for aggregate investment spread to 2.40% in the near-
term increasing to 2.60% over an eight-year reversion period and our assumption for crediting/discount rate to 1.60% increasing to 2.10% 
over an eight-year reversion period.  Prior to these assumption updates, our long-term assumption for aggregate investment spread was steady 
at 2.60%, with a near term crediting/discount rate of 1.90% increasing to 2.90% over a 20-year reversion period. The assumption update to 
decrease aggregate investment spread resulted in lower expected future gross profits as compared to previous estimates and a decrease in the 
balances of deferred policy acquisition costs and deferred sales inducements.  The decrease in the crediting rate, which is used as the discount 
rate in the calculation of the liability for lifetime income benefit riders, resulted in an increase in the liability for lifetime income benefit 
riders.  

We updated lapse rate and partial withdrawal assumptions based on actual historical experience.  For certain annuity products without a 
lifetime income benefit rider, lapse rate and partial withdrawal assumptions were increased while for certain annuity products with a lifetime 
income benefit rider, lapse rate and partial withdrawal assumptions were decreased.  The net impact of the updates to lapse rate and partial 
withdrawal assumptions resulted in lower expected future gross profits as compared to previous estimates and a decrease in the balances of 
deferred policy acquisition costs and deferred sales inducements.  The net impact of the updates to lapse rate and partial withdrawal 
assumptions resulted in an increase in the liability for lifetime income benefit riders due to a greater amount of expected benefit payments in 
excess of account values.

The most significant assumption update to the calculation of the fair value of the embedded derivative component of our fixed index annuity 
policy benefit reserves during 2020 was a decrease in the crediting rate/option budget to 2.10% from 2.90% as a result of a revised estimate of 
the cost of options.  This assumption change resulted in a decrease in the fair value of the embedded derivative component of our fixed index 
annuity policy benefit reserves due to a reduction in the projected policy contract values over the expected lives of the contracts.  The net 
impact of the the updates to lapse and partial withdrawal assumptions noted above resulted in an increase in the embedded derivative 
component of our fixed index annuity policy benefit reserves as more funds ultimately qualify for excess benefits.  In addition, during 2020, 
we refined the derivation of the discount rate used in calculating the fair value of embedded derivatives which increased the discount rate and 
resulted in a decrease in the change in fair value of embedded derivatives offset by increases in amortization of deferred sales inducements 
and deferred policy acquisition costs.

Non-GAAP operating income available to common stockholders, a non-GAAP financial measure increased 320% to $290.5 million in 
2021 and decreased 87% to $69.1 million in 2020 from $548.2 million in 2019.  The increase in non-GAAP operating income available to 
common stockholders for the year ended December 31, 2021 was primarily a result of the impact of assumption updates made during 2021 
compared to the impact of assumption updates made during 2020.  Non-GAAP operating income available to common stockholders and Non-
GAAP operating income available to common stockholders per common share - assuming dilution, excluding the impact of notable items, for 
the year ended December 31, 2021 were $368.5 million and $3.90 per share, respectively.  Non-GAAP operating income available to 
common stockholders and Non-GAAP operating income available to common stockholders per common share - assuming dilution, excluding 
the impact of notable items, for the year ended December 31, 2020 were $379.2 million and $4.11 per share, respectively.  Non-GAAP 
operating income available to common stockholders for both the years ended December 31, 2021 and 2020 was negatively impacted by a 
decrease in the aggregate investment spread as previously noted.  In addition, Non-GAAP operating income available to common 
stockholders for the year ended December 31, 2021 was negatively impacted by an increase in other operating costs and expenses (see Other 
operating costs and expenses).

In addition to net income available to common stockholders, we have consistently utilized non-GAAP operating income available to common 
stockholders, a non-GAAP financial measure commonly used in the life insurance industry, as an economic measure to evaluate our financial 
performance.  Non-GAAP operating income available to common stockholders equals net income available to common stockholders adjusted 
to eliminate the impact of items that fluctuate from year to year in a manner unrelated to core operations, and we believe measures excluding 
their impact are useful in analyzing operating trends.  The most significant adjustments to arrive at non-GAAP operating income available to 
common stockholders eliminate the impact of fair value accounting for our fixed index annuity business and are not economic in nature but 
rather impact the timing of reported results.  We believe the combined presentation and evaluation of non-GAAP operating income available 
to common stockholders together with net income available to common stockholders provides information that may enhance an investor's 
understanding of our underlying results and profitability. 

Non-GAAP operating income available to common stockholders is not a substitute for net income available to common stockholders 
determined in accordance with GAAP.  The adjustments made to derive non-GAAP operating income available to common stockholders are 
important to understand our overall results from operations and, if evaluated without proper context, non-GAAP operating income available 
to common stockholders possesses material limitations.  As an example, we could produce a low level of net income available to common 
stockholders or a net loss available to common stockholders in a given period, despite strong operating performance, if in that period we 
experience significant net realized losses from our investment portfolio.  We could also produce a high level of net income available to 
common stockholders in a given period, despite poor operating performance, if in that period we generate significant net realized gains from 
our investment portfolio.  As an example of another limitation of non-GAAP operating income available to common stockholders, it does not 
include the decrease in cash flows expected to be collected as a result of credit losses on financial assets.  Therefore, our management reviews 
net realized investment gains (losses) and analyses of our net investment income, including impacts related to credit losses, in connection with 
their review of our investment portfolio.  In addition, our management examines net income available to common stockholders as part of their 
review of our overall financial results.

25



The adjustments made to net income available to common stockholders to arrive at non-GAAP operating income available to common 
stockholders and non-GAAP operating income available to common stockholders, excluding notable items for 2021, 2020 and 2019 are set 
forth in the table that follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Reconciliation from net income available to common stockholders to non-GAAP operating 

income available to common stockholders:
Net income available to common stockholders $ 430,317 $ 637,945 $ 246,090 
Adjustments to arrive at non-GAAP operating income available to common stockholders:

Net realized losses on financial assets, including credit losses  10,299  59,355  7,361 
Change in fair value of derivatives and embedded derivatives  (187,290)  (784,005)  374,468 
Income taxes  37,184  155,808  (79,736) 

Non-GAAP operating income available to common stockholders  290,510  69,103  548,183 
Impact of notable items  78,036  310,117  (123,739) 

Non-GAAP operating income available to common stockholders, excluding notable items $ 368,546 $ 379,220 $ 424,444 

Per common share - assuming dilution:
Non-GAAP operating income available to common stockholders $ 3.07 $ 0.75 $ 5.97 

Impact of notable items  0.83  3.36  (1.35) 
Non-GAAP operating income available to common stockholders, excluding notable items $ 3.90 $ 4.11 $ 4.62 

Notable items impacting non-GAAP operating income available to common stockholders:
Impact of actuarial assumption updates $ 78,036 $ 340,895 $ (123,739) 
Tax benefit related to the CARES Act  —  (30,778)  — 

Total notable items $ 78,036 $ 310,117 $ (123,739) 

The amounts disclosed in the reconciliation above are presented net of related adjustments to amortization of deferred sales inducements and 
deferred policy acquisition costs and accretion of lifetime income benefit rider reserves where applicable.  Notable items reflect the after-tax 
impact to non-GAAP operating income available to common stockholders for certain items that do not reflect the company's expected 
ongoing operations.  Notable items primarily include the impact from actuarial assumption updates.  The presentation of notable items is 
intended to help investors better understand our results and to evaluate and forecast those results.

Non-GAAP operating income available to common stockholders for 2021, 2020 and 2019 includes effects from updates to assumptions as 
follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Increase (decrease) in amortization of deferred sales inducements $ (66,066) $ 57,467 $ (184,882) 
Increase (decrease) in amortization of deferred policy acquisition costs  (78,183)  90,970  (288,332) 
Increase in interest sensitive and index product benefits  243,658  285,825  315,383 
Effect on non-GAAP operating income available to common stockholders  (78,036)  (340,895)  123,739 

The impact to net income available to common stockholders and non-GAAP operating income available to common stockholders from 
assumption updates varies due to the impact of fair value accounting for our fixed index annuity business as non-GAAP operating income 
available to common stockholders eliminates the impact of fair value accounting for our fixed index annuity business.  While the assumption 
updates made during 2021, 2020 and 2019 were consistently applied, the impact to net income available to common stockholders and non-
GAAP operating income available to common stockholders varies due to different amortization rates being applied to gross profit adjustments 
included in the valuation.
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Annuity product charges (surrender charges assessed against policy withdrawals and fees deducted from policyholder account balances for 
lifetime income benefit riders) decreased 3% to $242.6 million in 2021 and increased 5% to $251.2 million in 2020 from $240.0 million in 
2019.  The components of annuity product charges are set forth in the table that follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Surrender charges $ 67,657 $ 72,551 $ 71,565 
Lifetime income benefit riders (LIBR) fees  174,974  178,676  168,470 

$ 242,631 $ 251,227 $ 240,035 

Withdrawals from annuity policies subject to surrender charges $ 1,099,098 $ 776,305 $ 662,795 
Average surrender charge collected on withdrawals subject to surrender charges  6.2 %  9.3 %  10.8 %

Fund values on policies subject to LIBR fees $ 22,183,623 $ 22,986,903 $ 22,490,676 
Weighted average per policy LIBR fee  0.79 %  0.78 %  0.75 %

The decrease in annuity product charges during 2021 was attributable to lower average surrender charges collected on withdrawals subject to 
surrender charges primarily due to an increase in market value adjustments on such surrenders and a decrease in fees assessed for lifetime 
income benefit riders due to a smaller volume of business in force subject to the fee slightly offset by an increase in the average fees being 
charged as compared to prior periods.  See Interest sensitive and index product benefits below for corresponding expense recognized on 
lifetime income benefit riders. 

Net investment income decreased 7% to $2.0 billion in 2021 and 5% to $2.2 billion in 2020 from $2.3 billion in 2019.  The decrease for 
2021 compared to 2020 was attributable to a decrease in the average yield earned on invested assets during 2021 compared to 2020.  Average 
invested assets excluding derivative instruments (on an amortized cost basis) increased 3% to $54.8 billion in 2021 and 4% to $53.1 billion in 
2020 compared to $51.1 billion in 2019.  

The average yield earned on average invested assets was 3.73%, 4.12% and 4.52% for 2021, 2020 and 2019, respectively.  The decrease in 
yield earned on average invested assets in 2021 was primarily attributable to an increase in our level of cash and cash equivalent holdings as 
previously described and a decline in yields on our floating rate investment portfolio due to decreases in the average benchmark rates 
associated with these investments offset by an increase in mark to market gains on investment partnerships due to changes in market 
valuations. 

The expected return on investments purchased during 2021 was 3.92%, net of third-party investment management expenses.  Purchases for 
2021 included $6.4 billion of fixed maturity securities with an expected return of 3.25% and $3.4 billion of privately sourced assets with an 
expected return of 5.19%.  The privately sourced assets include investments in investment real estate, middle market loans, infrastructure 
debt, mortgage loans and strategic investments in limited partnerships.  The expected return on investments purchased during 2020 and 2019
was 3.84% and 3.88%, respectively.

Change in fair value of derivatives consists of call options purchased to fund annual index credits on fixed index annuities, and an interest 
rate swap and interest rate caps that hedged our floating rate subordinated debentures.  The interest rate swap and interest rate caps were 
terminated during 2019 and 2020 in conjunction with the redemption of our floating rate subordinated debentures.  The components of change 
in fair value of derivatives are as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Call options:

Gain (loss) on option expiration $ 1,368,381 $ 15,042 $ (190,376) 
Change in unrealized gains/losses  (20,456)  19,562  1,098,932 

Warrants  810  —  — 
Interest rate swap  —  —  (1,059) 
Interest rate caps  —  62  (591) 

$ 1,348,735 $ 34,666 $ 906,906 
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The differences between the change in fair value of derivatives between years for call options are primarily due to the performance of the 
indices upon which our call options are based which impacts the level of gains on call option expirations, the fair values of those call options 
and changes in the fair values of those call options between years.  The changes in gain (loss) on option expiration and in unrealized gains/
losses on call options for the year ended December 31, 2021 as compared to 2020 are due to equity market performance in 2021 compared to 
2020.  A substantial portion of our call options are based upon the S&P 500 Index with the remainder based upon other equity and bond 
market indices.  The range of index appreciation (after applicable caps, participation rates and asset fees) for options expiring during these 
years is as follows:

Year Ended December 31,
2021 2020 2019

S&P 500 Index
Point-to-point strategy 0.0% - 42.6% 0.0% - 17.4% 0.0% - 22.3%
Monthly average strategy 0.0% - 29.4% 0.0% - 11.9% 0.0% - 14.7%
Monthly point-to-point strategy 0.0% - 21.7% 0.0% - 14.0% 0.0% - 14.0%

Volatility control index point-to-point strategy 0.0% - 9.7% 0.0% - 9.3% 0.0% - 10.3%
Fixed income (bond index) strategies 0.0% - 10.0% 0.0% - 13.6% 0.0% - 10.0%

The change in fair value of derivatives is also influenced by the aggregate costs of options purchased.  During 2021, the aggregate cost of 
options were lower than in 2020 as option costs generally decreased during 2020 and 2021.  The aggregate cost of options is also influenced 
by the amount of policyholder funds allocated to the various indices and market volatility which affects option pricing.  See Critical 
Accounting Policies and Estimates - Policy Liabilities for Fixed Index Annuities. 

Net realized gains (losses) on investments include gains and losses on the sale of securities and other investments and changes in allowances 
for credit losses on our securities and mortgage loans on real estate.  Net realized gains (losses) on investments fluctuate from year to year 
primarily due to changes in the interest rate and economic environment and the timing of the sale of investments.  See Note 4 - Investments
and Note 5 - Mortgage Loans on Real Estate to our audited consolidated financial statements and Financial Condition - Credit Losses for a 
detailed presentation of the types of investments that generated the gains (losses) as well as discussion of credit losses on our securities 
recognized during the periods presented and Financial Condition - Investments and Note 5 - Mortgage Loans on Real Estate to our audited 
consolidated financial statements for discussion of credit losses recognized on mortgage loans on real estate.

Securities sold at losses are generally due to our long-term fundamental concern with the issuers' ability to meet their future financial 
obligations or to improve our risk or duration profiles as they pertain to our asset liability management.

Other revenue was $15.7 million for the year ended December 31, 2021 and primarily consists of $5.5 million related to asset liability 
management fees and $10.2 million of amortization related to the deferred gain associated with the cost of reinsurance.  Both of these items 
are associated with the North End Re reinsurance treaty which was effective July 1, 2021.  See Note 9 - Reinsurance and Policy Provisions to 
our audited consolidated financial statements for more information. 

Interest sensitive and index product benefits increased 74% to $2.7 billion in 2021 and 20% to $1.5 billion in 2020 from $1.3 billion in 
2019.  The components of interest sensitive and index product benefits are summarized as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Index credits on index policies $ 1,977,888 $ 747,489 $ 587,818 
Interest credited (including changes in minimum guaranteed interest for fixed index annuities)  253,725  198,745  204,474 
Lifetime income benefit riders  449,793  597,036  495,284 

$ 2,681,406 $ 1,543,270 $ 1,287,576 

The changes in index credits were attributable to changes in the level of appreciation of the underlying indices (see discussion above under 
Change in fair value of derivatives) and the amount of funds allocated by policyholders to the respective index options.  Total proceeds 
received upon expiration of the call options purchased to fund the annual index credits were $2.0 billion, $0.8 billion and $0.6 billion for the 
years ended December 31, 2021, 2020 and 2019, respectively.  The increase in interest credited in 2021 was due to increases in sales of single 
premium deferred annuity products that receive a fixed rate of interest partially offset by a reduction in interest credited to funds allocated to 
the fixed option within our fixed index annuities due to a decrease in the average balance allocated to the fixed option.  The decrease in 
benefits recognized for lifetime income benefit riders for 2021 compared to 2020 was due to the impact of assumption updates made during 
2021 compared to the impact of assumption updates made during 2020 and the increased level of index credits on index policies during 2021 
compared to 2020.  In addition, fund value of policies with lifetime income benefit riders decreased as a result of the North End Re 
reinsurance treaty executed during 2021.  See Net income available to common stockholders above for discussion of the changes in the 
assumptions used in determining reserves for lifetime income benefit riders for the years ended December 31, 2021 and 2020.  
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Amortization of deferred sales inducements before gross profit adjustments decreased in 2021 compared to 2020 primarily due to the 
impact of assumption updates made during 2021 compared to the impact of assumption updates made during 2020.  Amortization of deferred 
sales inducements is based on historical, current and future expected gross profits.  The changes in amortization from period to period are the 
result of differences in actual gross profits compared to expected or modeled gross profits and changes to the underlying business.  In 
addition, amortization of deferred sales inducements for the year ended December 31, 2021 decreased as index credits on index policies for 
the year ended December 31, 2021 were in excess of expected index credits and index credits on index policies for the same period of 2020.  
Bonus products represented 65%, 75% and 76% of our net annuity account values at December 31, 2021, 2020 and 2019, respectively.  The 
amount of amortization is affected by amortization associated with fair value accounting for derivatives and embedded derivatives utilized in 
our fixed index annuity business and amortization associated with net realized gains (losses) on investments.  Fair value accounting for 
derivatives and embedded derivatives utilized in our fixed index annuity business creates differences in the recognition of revenues and 
expenses from derivative instruments including the embedded derivative liabilities in our fixed index annuity contracts.  The change in fair 
value of the embedded derivatives will not correspond to the change in fair value of the derivatives (purchased call options), because the 
purchased call options are one-year options while the options valued in the fair value of embedded derivatives cover the expected lives of the 
contracts which typically exceed ten years.  Amortization of deferred sales inducements is summarized as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Amortization of deferred sales inducements before gross profit adjustments $ 112,790 $ 243,067 $ 78,398 
Gross profit adjustments:

Fair value accounting for derivatives and embedded derivatives  40,899  202,660  12,189 
Net realized losses on investments  (997)  (7,563)  (2,002) 

Amortization of deferred sales inducements after gross profit adjustments $ 152,692 $ 438,164 $ 88,585 

See Net income available to common stockholders and Non-GAAP operating income available to common stockholders, a non-GAAP 
financial measure above for discussion of the impact of assumption updates on amortization of deferred sales inducements for the years 
ended December 31, 2021 and 2020.  See Critical Accounting Policies and Estimates - Deferred Policy Acquisition Costs and Deferred Sales 
Inducements. 

Change in fair value of embedded derivatives includes changes in the fair value of our fixed index annuity embedded derivatives (see Note 
7 - Derivative Instruments to our audited consolidated financial statements).  The components of change in fair value of embedded derivatives 
are as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Fixed index annuities - embedded derivatives $ (876,803) $ (1,922,085) $ 562,302 
Other changes in difference between policy benefit reserves computed using derivative 

accounting vs. long-duration contracts accounting  520,863  635,298  891,740 
Reinsurance related embedded derivative  (2,362)  —  — 

$ (358,302) $ (1,286,787) $ 1,454,042 

The change in fair value of the fixed index annuity embedded derivatives resulted from (i) changes in the expected index credits on the next 
policy anniversary dates, which are related to the change in fair value of the call options acquired to fund those index credits discussed above 
in Change in fair value of derivatives; (ii) changes in the expected annual cost of options we will purchase in the future to fund index credits 
beyond the next policy anniversary; (iii) changes in the discount rates used in estimating our embedded derivative liabilities; and (iv) the 
growth in the host component of the policy liability.  The amounts presented as "Other changes in difference between policy benefit reserves 
computed using derivative accounting vs. long-duration contracts accounting" represents the total change in the difference between policy 
benefit reserves for fixed index annuities computed under the derivative accounting standard and the long-duration contracts accounting 
standard at each balance sheet date, less the change in fair value of our fixed index annuities embedded derivative.  See Critical Accounting 
Policies and Estimates- Policy Liabilities for Fixed Index Annuities.  

The primary reason for the increase in the change in fair value of the fixed index annuity embedded derivatives during 2021 compared to 
2020 was the impact of assumption updates made during 2021 compared to the impact of assumption updates made during 2020.  See Net 
Income available to common stockholders above for a discussion of the impact of assumption updates on the fair value of the fixed index 
annuity embedded derivative for the years ended December 31, 2021 and 2020. 

The increase in change in fair value of the fixed index annuity embedded derivatives for the year ended December 31, 2021 was also due to 
an increase in the net discount rate during the year ended December 31, 2021 compared to a decrease in the net discount rate during the same 
period of 2020 offset by a larger increase in expected index credits on the next policy anniversary dates resulting from a larger increase in the 
fair value of the call options acquired to fund these index credits during year ended December 31, 2021 compared to the year ended December 
31, 2020.  The discount rates used in estimating our embedded derivative liabilities fluctuate based on the changes in the general level of risk 
free interest rates and our own credit spread. 
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The reinsurance agreement executed in 2021 with Brookfield to cede certain fixed index annuity product liabilities on a modified coinsurance 
basis contains an embedded derivative.  See Note 7 - Derivative Instruments for discussion on this embedded derivative.

Amortization of deferred policy acquisition costs before gross profit adjustments decreased in 2021 compared to 2020 primarily due to the 
impact of assumption updates made during 2021 compared to the impact of assumption updates made during 2020.  Amortization of deferred 
policy acquisition costs is based on historical, current and future expected gross profits.  The changes in amortization from period to period 
are the result of differences in actual gross profits compared to expected or modeled gross profits and changes to the underlying business.  In 
addition, amortization of deferred policy acquisition costs for year ended December 31, 2021 decreased as index credits on index policies for 
the year ended December 31, 2021 were in excess of expected index credits and index credits on index policies for the same periods of 2020.  
The amount of amortization is affected by amortization associated with fair value accounting for derivatives and embedded derivatives 
utilized in our fixed index annuity business and amortization associated with net realized gains (losses) on investments.  As discussed above, 
fair value accounting for derivatives and embedded derivatives utilized in our fixed index annuity business creates differences in the 
recognition of revenues and expenses from derivative instruments including the embedded derivative liabilities in our fixed index annuity 
contracts.  Amortization of deferred policy acquisition costs is summarized as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Amortization of deferred policy acquisition costs before gross profit adjustments $ 181,589 $ 368,139 $ 97,736 
Gross profit adjustments:

Fair value accounting for derivatives and embedded derivatives  88,576  293,827  (7,618) 
Net realized losses on investments  (1,837)  (12,412)  (2,401) 

Amortization of deferred policy acquisition costs after gross profit adjustments $ 268,328 $ 649,554 $ 87,717 

See Net income available to common stockholders and non-GAAP operating income available to common stockholders, a non-GAAP 
financial measure, above for discussion of the impact of assumption updates on amortization of deferred policy acquisition costs for the 
years ended December 31, 2021 and 2020.  See Critical Accounting Policies and Estimates - Deferred Policy Acquisition Costs and Deferred 
Sales Inducements. 

Other operating costs and expenses increased 33% to $243.7 million in 2021 and increased 19% to $183.6 million in 2020 from $154.2 
million in 2019 and are summarized as follows:  

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Salary and benefits $ 139,155 $ 95,815 $ 82,883 
Risk charges  36,272  45,091  38,342 
Other  68,285  42,730  32,928 
Total other operating costs and expenses $ 243,712 $ 183,636 $ 154,153 

Salary and benefits expense increased in 2021 as a result of an increase in salary and benefits of $22.2 million and an increase of $22.2 
million related to expense recognized under our equity and cash incentive compensation programs ("incentive compensation programs").  The 
increases in salary and benefits were due to an increased number of employees related to our continued growth and implementation of AEL 
2.0.  The increase in expense for our incentive compensation programs was primarily due to an increase in the expected payouts due to a 
larger number of employees participating in the programs and higher payouts for certain employees participating in the programs partially due 
to progress made in the execution of the AEL 2.0 strategy during 2021.  The increases in salary and benefits for 2021 includes $6.1 million of 
expenses associated with talent transition as we implement the AEL 2.0 strategy.

The decrease in risk charges during 2021 compared to 2020 was due to the recapture of an existing reinsurance agreement which was replaced 
with a new agreement with a lower risk charge.  We expect the risk charge to be approximately $9 million lower per quarter than the previous 
agreement.

Other expenses increased in 2021 compared to 2020 primarily as a result of increases in legal and consulting fees related to the 
implementation of AEL 2.0, increases in depreciation and maintenance expenses primarily related to software and hardware assets, and 
increases in agent conference related expenses as conferences resumed as we emerge from the COVID-19 pandemic.

We expect the level of other operating costs and expenses to settle into the $60 million per quarter range for the foreseeable future as we 
continue to execute on the AEL 2.0 strategy. 

30



Income tax expense decreased in 2021 primarily due to an decrease in income before income taxes.  The effective income tax rates were 
21.4% and 17.7% for 2021 and 2020, respectively.  

Income tax expense and the resulting effective tax rate are based upon two components of income before income taxes ("pretax income") that 
are taxed at different tax rates.  Life insurance income is generally taxed at a statutory rate of approximately 21.5% reflecting the absence of 
state income taxes for substantially all of the states that the life insurance subsidiaries do business in.  The income for the parent company and 
other non-life insurance subsidiaries (the "non-life insurance group") is generally taxed at a statutory tax rate of 28.7% reflecting the 
combined federal and state income tax rates.  The effective income tax rates resulting from the combination of the income tax provisions for 
the life and non-life sources of income vary from year to year based primarily on the relative size of pretax income from the two sources.  

The effective income tax rate for 2021 was not significantly impacted by discrete tax items.  The effective tax rate for 2020 was impacted by a 
discrete tax item related to the provision of the Coronavirus Aid, Relief, and Economic Security Act that allowed net operating losses for 
2018 through 2020 to be carried back to previous tax years in which a 35% statutory tax rate was in effect.  The effective income tax rate 
excluding the impact of the discrete items was 21.4% for the year ended December 31, 2020.

Financial Condition

Investments

Our investment strategy is to maximize current income and total investment return through active management while maintaining a 
responsible asset allocation strategy containing high credit quality investments and providing adequate liquidity to meet our cash obligations 
to policyholders and others.  Our investment strategy is also reflective of insurance statutes, which regulate the type of investments that our 
life subsidiaries are permitted to make and which limit the amount of funds that may be used for any one type of investment. 

As previously noted, as part of our AEL 2.0 investment pillar, we intend to ramp up our allocation to private assets in part by partnering with 
proven asset managers in our focus expansion sectors of commercial real estate, residential real estate including mortgages and single family 
rental homes, infrastructure debt and equity, middle market lending and lending to revenue, technology and software sector companies.

The composition of our investment portfolio is summarized as follows:

December 31,
2021 2020

Carrying
Amount Percent

Carrying
Amount Percent

(Dollars in thousands)
Fixed maturity securities:

United States Government full faith and credit $ 37,793  0.1 % $ 39,771  0.1 %
United States Government sponsored agencies  1,040,953  1.7 %  1,039,551  1.9 %
United States municipalities, states and territories  3,927,201  6.5 %  3,776,131  7.0 %
Foreign government obligations  402,545  0.7 %  202,706  0.4 %
Corporate securities  34,660,234  57.4 %  31,156,827  58.1 %
Residential mortgage backed securities  1,125,049  1.9 %  1,512,831  2.8 %
Commercial mortgage backed securities  4,840,311  8.0 %  4,261,227  8.0 %
Other asset backed securities  5,271,857  8.7 %  5,549,849  10.4 %

Total fixed maturity securities  51,305,943  85.0 %  47,538,893  88.7 %
Mortgage loans on real estate  5,687,998  9.4 %  4,165,489  7.8 %
Real estate investments  337,939  0.6 %  —  — %
Derivative instruments  1,277,480  2.1 %  1,310,954  2.4 %
Other investments  1,767,144  2.9 %  590,078  1.1 %

$ 60,376,504  100.0 % $ 53,605,414  100.0 %
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Fixed Maturity Securities

Our fixed maturity security portfolio is managed to minimize risks such as interest rate changes and defaults or credit losses while earning a 
sufficient and stable return on our investments.  The largest portion of our fixed maturity securities are in investment grade (typically NAIC 
designation 1 or 2) publicly traded or privately placed corporate securities.

A summary of our fixed maturity securities by NRSRO ratings is as follows: 

December 31,
2021 2020

Rating Agency Rating
Carrying
Amount

Percent of Fixed 
Maturity Securities

Carrying
Amount

Percent of Fixed 
Maturity Securities

(Dollars in thousands)
Aaa/Aa/A $ 28,275,431  55.2 % $ 27,883,428  58.7 %
Baa  21,875,939  42.6 %  18,408,954  38.7 %
Total investment grade  50,151,370  97.8 %  46,292,382  97.4 %
Ba  930,384  1.8 %  973,581  2.0 %
B  118,065  0.2 %  122,553  0.3 %
Caa  39,354  0.1 %  61,037  0.1 %
Ca and lower  66,770  0.1 %  89,340  0.2 %
Total below investment grade  1,154,573  2.2 %  1,246,511  2.6 %

$ 51,305,943  100.0 % $ 47,538,893  100.0 %

The NAIC's Securities Valuation Office ("SVO") is responsible for the day-to-day credit quality assessment of securities owned by state 
regulated insurance companies.  The purpose of such assessment and valuation is for determining regulatory capital requirements and 
regulatory reporting.  Insurance companies report ownership to the SVO when such securities are eligible for regulatory filings.  The SVO 
conducts credit analysis on these securities for the purpose of assigning a NAIC designation and/or unit price.  Typically, if a security has 
been rated by an NRSRO, the SVO utilizes that rating and assigns a NAIC designation based upon the following system:

NAIC Designation NRSRO Equivalent Rating
1 Aaa/Aa/A
2 Baa
3 Ba
4 B
5 Caa
6 Ca and lower

As of December 31, 2020, the NAIC had introduced 20 NAIC designation modifiers that will be applied to each NAIC designation to 
determine a security's NAIC designation category.  The NAIC has approved new unique risk-based capital charges for each of the 20 
designated categories for reporting effective December 31, 2021.

For most of the bonds held in our portfolio the NAIC designation matches the NRSRO equivalent rating.  However, for certain loan-backed 
and structured securities, as defined by the NAIC, the NAIC rating is not always equivalent to the NRSRO rating presented in the previous 
table.  The NAIC has adopted revised rating methodologies for certain loan-backed and structured securities comprised of non-agency 
residential mortgage backed securities ("RMBS") and commercial mortgage backed securities ("CMBS").  The NAIC’s objective with the 
revised rating methodologies for these structured securities is to increase the accuracy in assessing expected losses and use the improved 
assessment to determine a more appropriate capital requirement for such structured securities.  The revised methodologies reduce regulatory 
reliance on rating agencies and allow for greater regulatory input into the assumptions used to estimate expected losses from structured 
securities.

The use of this process by the SVO may result in certain non-agency RMBS and CMBS being assigned an NAIC designation that is different 
than the equivalent NRSRO rating.  The NAIC designations for non-agency RMBS and CMBS are based on security level expected losses as 
modeled by an independent third party (engaged by the NAIC) and the statutory carrying value of the security, including any purchase 
discounts or impairment charges previously recognized.  Evaluation of non-agency RMBS and CMBS held by insurers using the NAIC rating 
methodologies is performed on an annual basis.

Our fixed maturity security portfolio is managed to minimize risks such as defaults or impairments while earning a sufficient and stable return 
on our investments.  Our strategy with respect to our fixed maturity securities portfolio has been to invest primarily in investment grade 
securities.  Investment grade is NAIC 1 and 2 securities and Baa3/BBB- and better securities on the NRSRO scale.  This strategy meets the 
objective of minimizing risk while also managing asset capital charges on a regulatory capital basis.
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A summary of our fixed maturity securities by NAIC designation is as follows:

December 31, 2021 December 31, 2020

NAIC
Designation

Amortized
Cost Fair Value

Carrying
Amount

Percentage
of Total

Carrying
Amount

Amortized
Cost Fair Value

Carrying
Amount

Percentage
of Total

Carrying
Amount

(Dollars in thousands) (Dollars in thousands)
1 $ 26,157,531 $ 28,785,839 $ 28,785,839  56.1 % $ 23,330,149 $ 26,564,542 $ 26,564,542  55.9 %
2  19,758,594  21,396,020  21,396,020  41.7 %  17,312,485  19,377,013  19,377,013  40.8 %
3  909,311  941,210  941,210  1.9 %  1,292,124  1,299,455  1,299,455  2.7 %
4  133,070  147,160  147,160  0.3 %  282,049  256,651  256,651  0.5 %
5  16,496  15,357  15,357  — %  29,396  16,288  16,288  — %
6  24,181  20,357  20,357  — %  58,533  24,944  24,944  0.1 %

$ 46,999,183 $ 51,305,943 $ 51,305,943  100.0 % $ 42,304,736 $ 47,538,893 $ 47,538,893  100.0 %

The amortized cost and fair value of fixed maturity securities at December 31, 2021, by contractual maturity are presented in Note 4 - 
Investments to our audited consolidated financial statements in this Form 10-K, which is incorporated by reference in this Item 7.  

Unrealized Losses

The amortized cost and fair value of fixed maturity securities that were in an unrealized loss position were as follows:

Number of
Securities

Amortized
Cost

Unrealized
Losses, Net of 

Allowance
Allowance for 
Credit Losses Fair Value

(Dollars in thousands)
December 31, 2021
Fixed maturity securities, available for sale:

United States Government full faith and credit  2 $ 1,041 $ (34) $ — $ 1,007 
United States Government sponsored agencies  6  760,060  (90)  —  759,970 
United States municipalities, states and territories  42  190,471  (3,042)  (2,776)  184,653 
Foreign government obligations  3  43,704  (843)  —  42,861 
Corporate securities  600  2,530,864  (38,442)  —  2,492,422 
Residential mortgage backed securities  74  280,044  (2,093)  (70)  277,881 
Commercial mortgage backed securities  108  944,407  (17,719)  —  926,688 
Other asset backed securities  592  3,172,613  (50,107)  —  3,122,506 

 1,427 $ 7,923,204 $ (112,370) $ (2,846) $ 7,807,988 

December 31, 2020
Fixed maturity securities, available for sale:

United States Government sponsored agencies  3 $ 250,521 $ (46) $ — $ 250,475 
United States municipalities, states and territories  14  36,558  (1,044)  (2,844)  32,670 
Corporate securities  103  856,995  (35,892)  (60,193)  760,910 
Residential mortgage backed securities  43  173,875  (2,526)  (1,734)  169,615 
Commercial mortgage backed securities  122  1,034,424  (64,678)  —  969,746 
Other asset backed securities  558  3,728,144  (146,640)  —  3,581,504 

 843 $ 6,080,517 $ (250,826) $ (64,771) $ 5,764,920 

The unrealized losses at December 31, 2021 are principally related to the timing of the purchases of certain securities, which carry less yield 
than those available at December 31, 2021, and the continued impact the COVID-19 pandemic had on credit markets.  Approximately 85%
and 75% of the unrealized losses on fixed maturity securities shown in the above table for December 31, 2021 and December 31, 2020, 
respectively, are on securities that are rated investment grade, defined as being the highest two NAIC designations. 

The decrease in unrealized losses from December 31, 2020 to December 31, 2021 was primarily related to pricing improvements due to 
improved credit quality for certain fixed maturity securities during the twelve months ended December 31, 2021 and strategies to reposition 
the fixed maturity security portfolio that resulted in the sales of certain securities that were in an unrealized loss position at December 31, 
2020.  This decrease was partially offset by an increase in treasury yields during the twelve months ended December 31, 2021. The 10-year 
U.S. Treasury yields at December 31, 2021 and December 31, 2020 were 1.52% and 0.93%, respectively.  The 30-year U.S. Treasury yields 
at December 31, 2021 and December 31, 2020 were 1.90% and 1.65%, respectively. 
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The following table sets forth the composition by credit quality (NAIC designation) of fixed maturity securities with gross unrealized losses:

NAIC Designation

Carrying Value of
Securities with

Gross Unrealized
Losses

Percent of
Total

Gross
Unrealized
Losses (1)

Percent of
Total

(Dollars in thousands)
December 31, 2021

1 $ 4,174,438  53.5 % $ (37,884)  33.7 %
2  3,197,575  41.0 %  (57,354)  51.0 %
3  376,996  4.8 %  (13,723)  12.2 %
4  33,229  0.4 %  (1,083)  1.0 %
5  9,506  0.1 %  (1,140)  1.0 %
6  16,244  0.2 %  (1,186)  1.1 %

$ 7,807,988  100.0 % $ (112,370)  100.0 %

December 31, 2020
1 $ 2,625,341  45.5 % $ (82,045)  32.7 %
2  2,286,377  39.7 %  (106,700)  42.5 %
3  650,364  11.3 %  (42,040)  16.8 %
4  178,669  3.1 %  (16,274)  6.5 %
5  4,991  0.1 %  (1,640)  0.7 %
6  19,178  0.3 %  (2,127)  0.8 %

$ 5,764,920  100.0 % $ (250,826)  100.0 %

(1) Gross unrealized losses have been adjusted to reflect the allowance for credit loss of $2.8 million and $64.8 million as of December 31, 
2021 and 2020, respectively.

Our investments' gross unrealized losses and fair value, aggregated by investment category and length of time that individual securities 
(consisting of 1,427 and 843 securities, respectively) have been in a continuous unrealized loss position at December 31, 2021 and 2020, 
along with a description of the factors causing the unrealized losses is presented in Note 4 - Investments to our audited consolidated financial 
statements in this Form 10-K, which is incorporated by reference in this Item 7.
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The amortized cost and fair value of fixed maturity securities in an unrealized loss position and the number of months in a continuous 
unrealized loss position (fixed maturity securities that carry an NRSRO rating of BBB/Baa or higher are considered investment grade) were as 
follows:

Number of
Securities

Amortized 
Cost, Net of 

Allowance (1) Fair Value

Gross 
Unrealized 

Losses, Net of 
Allowance (1)

(Dollars in thousands)
December 31, 2021
Fixed maturity securities, available for sale:

Investment grade:
Less than six months  1,024 $ 5,582,431 $ 5,536,216 $ (46,215) 
Six months or more and less than twelve months  39  132,110  130,156  (1,954) 
Twelve months or greater  281  1,752,779  1,705,640  (47,139) 

Total investment grade  1,344  7,467,320  7,372,012  (95,308) 
Below investment grade:

Less than six months  12  43,808  43,057  (751) 
Six months or more and less than twelve months  7  28,544  25,706  (2,838) 
Twelve months or greater  64  380,686  367,213  (13,473) 

Total below investment grade  83  453,038  435,976  (17,062) 
 1,427 $ 7,920,358 $ 7,807,988 $ (112,370) 

December 31, 2020
Fixed maturity securities, available for sale:

Investment grade:
Less than six months  54 $ 686,711 $ 679,337 $ (7,374) 
Six months or more and less than twelve months  310  2,201,769  2,118,844  (82,925) 
Twelve months or greater  338  2,400,833  2,288,755  (112,078) 

Total investment grade  702  5,289,313  5,086,936  (202,377) 
Below investment grade:

Less than six months  9  48,355  47,984  (371) 
Six months or more and less than twelve months  37  155,451  146,779  (8,672) 
Twelve months or greater  95  522,627  483,221  (39,406) 

Total below investment grade  141  726,433  677,984  (48,449) 
 843 $ 6,015,746 $ 5,764,920 $ (250,826) 

(1) Amortized cost and gross unrealized losses have been adjusted to reflect the allowance for credit loss of $2.8 million and $64.8 million
as of December 31, 2021 and 2020, respectively.
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The amortized cost and fair value of fixed maturity securities (excluding United States Government and United States Government sponsored 
agency securities) segregated by investment grade (NRSRO rating of BBB/Baa or higher) and below investment grade that had unrealized 
losses greater than 20% and the number of months in a continuous unrealized loss position were as follows:

Number of
Securities

Amortized 
Cost, Net of 

Allowance (1)
Fair

Value

Gross 
Unrealized 

Losses, Net of 
Allowance (1)

(Dollars in thousands)
December 31, 2021
Investment grade:

Less than six months  — $ — $ — $ — 
Six months or more and less than twelve months  —  —  —  — 
Twelve months or greater  —  —  —  — 

Total investment grade  —  —  —  — 
Below investment grade:

Less than six months  —  —  —  — 
Six months or more and less than twelve months  —  —  —  — 
Twelve months or greater  —  —  —  — 

Total below investment grade  —  —  —  — 
 — $ — $ — $ — 

December 31, 2020
Investment grade:

Less than six months  1 $ 2,453 $ 1,909 $ (544) 
Six months or more and less than twelve months  4  21,368  15,589  (5,779) 
Twelve months or greater  —  —  —  — 

Total investment grade  5  23,821  17,498  (6,323) 
Below investment grade:

Less than six months  1  5,963  4,323  (1,640) 
Six months or more and less than twelve months  8  38,046  38,046  — 
Twelve months or greater  5  3,875  3,062  (813) 

Total below investment grade  14  47,884  45,431  (2,453) 
 19 $ 71,705 $ 62,929 $ (8,776) 

(1) Amortized cost and gross unrealized losses have been adjusted to reflect the allowance for credit loss of $2.8 million and $64.8 million
as of December 31, 2021 and 2020, respectively.  
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The amortized cost and fair value of fixed maturity securities, by contractual maturity, that were in an unrealized loss position are shown 
below.  Actual maturities will differ from contractual maturities because borrowers may have the right to call or prepay obligations with or 
without call or prepayment penalties.  All of our mortgage and other asset backed securities provide for periodic payments throughout their 
lives, and are shown below as a separate line.

Available for sale
Amortized

Cost Fair Value
(Dollars in thousands)

December 31, 2021
Due in one year or less $ 762,035 $ 761,590 
Due after one year through five years  509,458  505,312 
Due after five years through ten years  546,453  535,258 
Due after ten years through twenty years  638,205  627,275 
Due after twenty years  1,069,989  1,051,478 

 3,526,140  3,480,913 
Residential mortgage backed securities  280,044  277,881 
Commercial mortgage backed securities  944,407  926,688 
Other asset backed securities  3,172,613  3,122,506 

$ 7,923,204 $ 7,807,988 
December 31, 2020
Due in one year or less $ 2,324 $ 1,864 
Due after one year through five years  382,843  360,761 
Due after five years through ten years  396,842  355,188 
Due after ten years through twenty years  216,725  203,282 
Due after twenty years  145,340  122,960 

 1,144,074  1,044,055 
Residential mortgage backed securities  173,875  169,615 
Commercial mortgage backed securities  1,034,424  969,746 
Other asset backed securities  3,728,144  3,581,504 

$ 6,080,517 $ 5,764,920 

International Exposure

We hold fixed maturity securities with international exposure.  As of December 31, 2021, 11.8% of the carrying value of our fixed maturity 
securities was comprised of corporate debt securities of issuers based outside of the United States and debt securities of foreign governments.  
Our fixed maturity securities with international exposure are primarily denominated in U.S. dollars.  Our investment professionals analyze 
each holding for credit risk by economic and other factors of each country and industry.  The following table presents our international 
exposure in our fixed maturity portfolio by country or region:

December 31, 2021

Amortized
Cost

Carrying Amount/
Fair Value

Percent 
of Total

Carrying
Amount

(Dollars in thousands)
Europe $ 2,591,444 $ 2,852,787  5.6 %
Asia/Pacific  397,281  440,845  0.9 %
Latin America  239,427  260,903  0.5 %
Non-U.S. North America  1,351,057  1,497,014  2.9 %
Australia & New Zealand  326,657  351,018  0.7 %
Other  571,475  619,334  1.2 %

$ 5,477,341 $ 6,021,901  11.8 %
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All of the securities presented in the table above are investment grade (NAIC designation of either 1 or 2), except for the following:

December 31, 2021

Amortized Cost
Carrying Amount/

Fair Value
(Dollars in thousands)

Europe $ 38,773 $ 40,129 
Asia/Pacific  83  81 
Latin America  50,166  51,817 
Non-U.S. North America  44,904  45,789 
Australia & New Zealand  497  482 
Other  64,470  67,600 

$ 198,893 $ 205,898 

Watch List

At each balance sheet date, we identify invested assets which have characteristics (i.e., significant unrealized losses compared to amortized 
cost and industry trends) creating uncertainty as to our future assessment of credit losses.  As part of this assessment, we review not only a 
change in current price relative to its amortized cost but the issuer's current credit rating and the probability of full recovery of principal based 
upon the issuer's financial strength.  For corporate issuers, we evaluate the financial stability and quality of asset coverage for the securities 
relative to the term to maturity for the issues we own.  For asset-backed securities, we evaluate changes in factors such as collateral 
performance, default rates, loss severities and expected cash flows.  At December 31, 2021, the amortized cost and fair value of securities on 
the watch list (all fixed maturity securities) are as follows:

General Description
Number of
Securities

Amortized
Cost

Allowance for 
Credit Losses

Amortized 
Cost, Net of 
Allowance

Net Unrealized
Gains (Losses),

Net of Allowance
Fair

Value
(Dollars in thousands)

Corporate securities - Public securities 3 $ 6,564 $ — $ 6,564 $ (580) $ 5,984 
Corporate securities - Private placement securities 1  10,646  —  10,646  (1,140)  9,506 
Residential mortgage backed securities 14  27,451  (70)  27,381  316  27,697 
Commercial mortgage backed securities 10  114,815  —  114,815  291  115,106 
United States municipalities, states and territories 5  19,062  (2,776)  16,286  (574)  15,712 

33 $ 178,538 $ (2,846) $ 175,692 $ (1,687) $ 174,005 

We expect to recover the unrealized losses, net of allowances, as we did not have the intent to sell and it was not more likely than not that we 
would be required to sell these securities prior to recovery of the amortized cost basis, net of allowances.  Our analysis of these securities and 
their credit performance at December 31, 2021 is as follows:

Corporate securities: The corporate securities included on the watch list primarily have exposure to the offshore drilling industry.  The decline 
in value of these securities is due to the low level of oil prices over a long period of time.  While oil prices have drifted up in recent periods, 
credit metrics remain under pressure.  In addition, the corporate securities included on the watch list include a security in the utilities industry 
that is under financial stress due to the impact of power outages.  While we continue to monitor the status of these securities, we do not 
currently expect credit losses on these securities.

Structured securities: The structured securities included on the watch list have generally experienced higher levels of stress due to the impact 
COVID-19 is having on the economy.  While there is a heightened level of credit risk for the structured securities on the watch list, we expect 
minimal credit losses on these securities based on our current analyses.

United States municipalities, states and territories:  The decline in value of these securities, which are related to senior living facilities in the 
Southeastern region of the United States, is primarily due to the financial strain COVID-19 is having on this industry.  

Credit Losses

We have a policy and process to identify securities in our investment portfolio for which we recognize credit loss.  See Critical Accounting 
Policies and Estimates—Evaluation of Allowance for Credit Losses on Available for Sale Fixed Maturity Securities and Mortgage Loan 
Portfolios and Note 4 - Investments to our audited consolidated financial statements in this Form 10-K, which is incorporated by reference in 
this Item 7.

During 2021, we recognized credit losses of $6.2 million related to our fixed maturity securities which consisted of $6.9 million of credit 
losses on commercial mortgage backed securities due to our intent to sell the securities, partially offset by net recoveries on corporate 
securities, municipal securities and residential mortgage backed securities. 
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During 2020, we recognized credit losses of $60.4 million on corporate securities, $1.7 million on residential mortgage backed securities, 
$29.2 million on commercial mortgage backed securities, $0.5 million on other asset backed securities and $2.8 million on municipal 
securities.

Mortgage Loans on Real Estate

Our financing receivables consist of three mortgage loan portfolio segments: commercial mortgage loans, agricultural mortgage loans and 
residential mortgage loans.  Our commercial mortgage loan portfolio consists of loans with an outstanding principal balance of $3.6 billion
and $3.6 billion as of December 31, 2021 and December 31, 2020, respectively.  This portfolio consists of mortgage loans collateralized by 
the related properties and diversified as to property type, location and loan size.  Our mortgage lending policies establish limits on the amount 
that can be loaned to one borrower and other criteria to attempt to reduce the risk of default.  Our agricultural mortgage loan portfolio consists 
of loans with an outstanding principal balance of $408.1 million and $245.8 million as of December 31, 2021 and December 31, 2020, 
respectively.  These loans are collateralized by agricultural land and are diversified as to location within the United States.  Our residential 
mortgage loan portfolio consists of loans with an outstanding principal balance of $1.7 billion and $366.3 million as of December 31, 2021
and December 31, 2020, respectively.  These loans are collateralized by the related properties and diversified as to location within the United 
States.  Mortgage loans on real estate are generally reported at cost adjusted for amortization of premiums and accrual of discounts, computed 
using the interest method and net of valuation allowances.  

At December 31, 2021 and 2020, the largest principal amount outstanding for any single commercial or agricultural mortgage loan was $81.5 
million and $34.7 million, respectively, and the average loan size was $5.3 million and $4.8 million, respectively.  In addition, the average 
loan-to-value ratio for commercial and agricultural mortgage loans combined was 52.3% and 53.6% at December 31, 2021 and 2020, 
respectively, based upon the underwriting and appraisal at the time the loan was made.  This loan-to-value ratio is indicative of our 
conservative underwriting policies and practices for originating mortgage loans and may not be indicative of collateral values at the current 
reporting date.  Our current practice is to only obtain market value appraisals of the underlying collateral at the inception of the loan unless we 
identify indicators of impairment in our ongoing analysis of the portfolio, in which case, we either calculate a value of the collateral using a 
capitalization method or obtain a third party appraisal of the underlying collateral.  The commercial mortgage loan portfolio is summarized by 
geographic region and property type in Note 5 - Mortgage Loans on Real Estate of our audited consolidated financial statements of this Form 
10-K, which is incorporated by reference in this Item 7. 

In the normal course of business, we commit to fund mortgage loans up to 90 days in advance.  At December 31, 2021, we had commitments 
to fund commercial mortgage loans totaling $59.0 million, with interest rates ranging from 3.6% to 5.1%.  During 2021 and 2020, due to 
historically low interest rates, the commercial mortgage loan industry has been very competitive.  This competition has resulted in a number 
of borrowers refinancing with other lenders.  For the year ended December 31, 2021, we received $350.6 million in cash for loans being paid 
in full compared to $199.5 million for the year ended December 31, 2020.  Some of the loans being paid off have either reached their maturity 
or are nearing maturity; however, some borrowers are paying the prepayment fee and refinancing at a lower rate.  As December 31, 2021, we 
had commitments to fund agricultural mortgage loans totaling $69.0 million with interest rates ranging from 3.5% to 8.0%, and had 
commitments to fund residential mortgage loans totaling $242.4 million with interest rates ranging from 6.75% to 24.0%.

See Note 5 - Mortgage Loans on Real Estate to our audited consolidated financial statements, incorporated by reference, for a presentation of 
our valuation allowance, foreclosure activity and troubled debt restructure analysis.  We have a process by which we evaluate the credit 
quality of each of our mortgage loans.  This process utilizes each loan's loan-to-value and debt service coverage ratios as primary metrics.  
See Note 5 - Mortgage Loans on Real Estate to our audited consolidated financial statements, incorporated by reference, for a summary of our 
portfolio by loan-to-value and debt service coverage ratios. 

We closely monitor loan performance for our commercial, agricultural and residential mortgage loan portfolios.  Commercial, agricultural and 
residential loans are considered nonperforming when they are 90 days or more past due.  Aging of financing receivables is summarized in the 
following table: 

Current
30-59 days 
past due

60-89 days 
past due

Over 90 days 
past due Total

As of December 31, 2021: (Dollars in thousands)
Commercial mortgage loans $ 3,628,502 $ — $ — $ — $ 3,628,502 
Agricultural mortgage loans  406,999  —  —  —  406,999 
Residential mortgage loans  1,631,999  34,447  3,030  7,045  1,676,521 
Total mortgage loans $ 5,667,500 $ 34,447 $ 3,030 $ 7,045 $ 5,712,022 

As of December 31, 2020:
Commercial mortgage loans $ 3,578,888 $ — $ — $ — $ 3,578,888 
Agricultural mortgage loans  245,173  —  —  —  245,173 
Residential mortgage loans  346,730  25,449  111  167  372,457 
Total mortgage loans $ 4,170,791 $ 25,449 $ 111 $ 167 $ 4,196,518 
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Derivative Instruments

Our derivative instruments primarily consist of call options purchased to provide the income needed to fund the annual index credits on our 
fixed index annuity products.  The fair value of the call options is based upon the amount of cash that would be required to settle the call 
options obtained from the counterparties adjusted for the nonperformance risk of the counterparty.  The nonperformance risk for each 
counterparty is based upon its credit default swap rate.  We have no performance obligations related to the call options.

None of our derivatives qualify for hedge accounting, thus, any change in the fair value of the derivatives is recognized immediately in the 
consolidated statements of operations.  A presentation of our derivative instruments along with a discussion of the business strategy involved 
with our derivatives is included in Note 7 - Derivative Instruments to our audited consolidated financial statements in this Form 10-K, which 
is incorporated by reference in this Item 7.

Liabilities

Our liability for policy benefit reserves increased to $65.5 billion at December 31, 2021 compared to $62.4 billion at December 31, 2020.  
The increase in policy benefit reserves is due to net cash flows from annuity deposits and funds returned to policyholders and interest and 
index credits credited to policyholders during 2021.  Substantially all of our annuity products have a surrender charge feature designed to 
reduce the risk of early withdrawal or surrender of the policies and to compensate us for our costs if policies are withdrawn early.  Our 
lifetime income benefit rider also reduces the risk of early withdrawal or surrender of the policies as it provides an additional liquidity option 
to policyholders as the policyholder can elect to receive guaranteed payments for life from their contract without requiring them to annuitize 
their contract value and the rider is not transferable to other contracts.  Notwithstanding these policy features, the withdrawal rates of 
policyholder funds may be affected by changes in interest rates and other factors.

See Note 11 - Notes Payable and Amounts Due Under Repurchase Agreements to our audited consolidated financial statements in this Form 
10-K, which is incorporated by reference in this Item 7 for discussion of our notes payable and borrowings under repurchase agreements.

See Note 12 - Subordinated Debentures to our audited consolidated financial statements for additional information concerning our 
subordinated debentures payable to, and the preferred securities issued by, our subsidiary trusts.

Liquidity and Capital Resources

Liquidity for Insurance Operations

Our insurance subsidiaries' primary sources of cash flow are annuity deposits, investment income, and proceeds from the sale, maturity and 
calls of investments.  The primary uses of funds are investment purchases, payments to policyholders in connection with surrenders and 
withdrawals, policy acquisition costs and other operating expenses.

Liquidity requirements are met primarily by funds provided from operations.  Our life subsidiaries generally receive adequate cash flow from 
annuity deposits and investment income to meet their obligations.  Annuity liabilities are generally long-term in nature.  However, a primary 
liquidity concern is the risk of an extraordinary level of early policyholder withdrawals.  We include provisions within our annuity policies, 
such as surrender charges and bonus vesting, which help limit and discourage early withdrawals.  Our lifetime income benefit rider also limits 
the risk of early withdrawals as it provides an additional liquidity option to policyholders as the policyholder can elect to receive guaranteed 
payments for life from their contract without requiring them to annuitize their contract value and the rider is not transferable to other 
contracts.  At December 31, 2021, approximately 92% or $48.7 billion of our annuity liabilities were subject to penalty upon surrender, with a 
weighted average remaining surrender charge period of 5.5 years and a weighted average surrender charge percentage of 9.1%.

Our insurance subsidiaries generally have adequate cash flows from annuity deposits and investment income to meet their policyholder and 
other obligations.  Net cash flows from annuity deposits and funds returned to policyholders as surrenders, withdrawals and death claims were 
$1.3 billion for the year ended December 31, 2021 compared to $39.5 million for the year ended December 31, 2020 with the increase 
attributable to a $1.9 billion increase in net annuity deposits after coinsurance and a $587.2 million (after coinsurance) increase in funds 
returned to policyholders.  In addition, we have a highly liquid investment portfolio that can be used to meet policyholder and other 
obligations as needed.  Scheduled principal repayments, calls and tenders of available for sale fixed maturity securities and net investment 
income were $3.7 billion and $2.0 billion, respectively, during the year ended December 31, 2021.

Liquidity of Parent Company

We, as the parent company, are a legal entity separate and distinct from our subsidiaries, and have no business operations.  We need liquidity 
primarily to service our debt (senior notes and subordinated debentures issued to a subsidiary trust), pay operating expenses and pay dividends 
to common and preferred stockholders.  Our assets consist primarily of the capital stock and surplus notes of our subsidiaries.  Accordingly, 
our future cash flows depend upon the availability of dividends, surplus note interest payments and other statutorily permissible payments 
from our subsidiaries, such as payments under our investment advisory agreements and tax allocation agreement with our subsidiaries.  These 
sources provide adequate cash flow for us to meet our current and reasonably foreseeable future obligations and we expect they will be 
adequate to fund our parent company cash flow requirements in 2022. 
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The ability of our life insurance subsidiaries to pay dividends or distributions, including surplus note payments, will be limited by applicable 
laws and regulations of the states in which our life insurance subsidiaries are domiciled, which subject our life insurance subsidiaries to 
significant regulatory restrictions.  These laws and regulations require, among other things, our insurance subsidiaries to maintain minimum 
solvency requirements and limit the amount of dividends these subsidiaries can pay. 

Currently, American Equity Life may pay dividends or make other distributions without the prior approval of the Iowa Insurance 
Commissioner, unless such payments, together with all other such payments within the preceding twelve months, exceed the greater of 
(1) American Equity Life's net gain from operations for the preceding calendar year, or (2) 10% of American Equity Life's statutory capital 
and surplus at the preceding December 31.  For 2022, up to $407.9 million can be distributed as dividends by American Equity Life without 
prior approval of the Iowa Insurance Commissioner.  In addition, dividends and surplus note payments may be made only out of statutory 
earned surplus, and all surplus note payments are subject to prior approval by regulatory authorities in the life subsidiary's state of domicile.  
American Equity Life had $2.4 billion of statutory earned surplus at December 31, 2021.

The maximum distribution permitted by law or contract is not necessarily indicative of an insurer's actual ability to pay such distributions, 
which may be constrained by business and regulatory considerations, such as the impact of such distributions on surplus, which could affect 
the insurer's ratings or competitive position, the amount of premiums that can be written and the ability to pay future dividends or make other 
distributions.  Further, state insurance laws and regulations require that the statutory surplus of our life subsidiaries following any dividend or 
distribution must be reasonable in relation to their outstanding liabilities and adequate for their financial needs.  Along with solvency 
regulations, the primary driver in determining the amount of capital used for dividends is the level of capital needed to maintain desired 
financial strength ratings from rating agencies.  Both regulators and rating agencies could become more conservative in their methodology 
and criteria, including increasing capital requirements for our insurance subsidiaries which, in turn, could negatively affect the cash available 
to us from insurance subsidiaries.  As of December 31, 2021, we estimate American Equity Life has sufficient statutory capital and surplus, 
combined with capital available to the holding company, to maintain its insurer financial strength rating objective.  However, this capital may 
not be sufficient if significant future losses are incurred or a rating agency modifies its rating criteria and access to additional capital could be 
limited.

On November 21, 2019 we issued 16,000 shares of 5.95% fixed-rate reset non-cumulative preferred stock, Series A, with a $1.00 par value 
per share and a liquidation preference of $25,000 per share, for aggregate net proceeds of $388.9 million.  We used a portion of the proceeds 
to redeem $165 million of our floating rate subordinated debentures in the fourth quarter of 2019 and the first quarter of 2020 and contributed 
$200 million to American Equity Life during May of 2020.

On June 10, 2020, we issued 12,000 shares of 6.625% fixed-rate reset non-cumulative preferred stock, Series B with a $1.00 par value per 
share and a liquidation preference of $25,000 per share, for aggregate net proceeds of $290.3 million. 

On November 30, 2020 we issued 9,106,042 common shares to Brookfield at a value of $37.00 per share for net proceeds of $333.6 million.  
On January 7, 2022, we issued an additional 6,775,000 shares to Brookfield at a value of $37.33 per share for net proceeds of $252.9 million.

During the fourth quarter of 2020, we repurchased 1.9 million shares of our common stock for $50 million in the open market under our share 
repurchase program.  During 2021, we repurchased an additional 3.1 million share of our common stock for $99.4 million in the open market 
under our share repurchase program.  In addition, on November 30, 2020 we entered into an accelerated share repurchase (ASR) agreement 
with Citibank, N.A. to repurchase an aggregate of $115 million of our common stock.  Under the ASR agreement, we received an initial share 
delivery of approximately 3.5 million shares.  The final settlement of 0.5 million shares, which was based on the volume-weighted average 
price of our common stock during the term of the transaction, less a discount and subject to customary adjustments, was delivered on 
February 25, 2021.  The average price paid for shares repurchased under the ASR was $28.45 per common share.  During 2022, we 
repurchased an additional 2.5 million shares of our common stock through February 25, 2022 for $105.7 million in the open market under our 
share repurchase program.  Through February 25, 2022, we have repurchased approximately 11.6 million shares of our common shares at an 
average price of $31.78 per common share and have approximately $630 million remaining under our share repurchase program.

Cash and cash equivalents of the parent holding company at December 31, 2021, were $362.2 million.  We also have the ability to issue 
equity, debt or other types of securities through one or more methods of distribution.  The terms of any offering would be established at the 
time of the offering, subject to market conditions.  On February 15, 2022, we established a new five-year credit agreement for $300 million in 
unsecured delayed draw term loan commitments.  This agreement is part of our plans for access to liquidity for general corporate purposes as 
we continue to implement our strategic transformation to an at-scale origination, spread and capital light fee-based business, and to manage 
capital to grow as well as produce returns for shareholders.  There have been no loans drawn on this agreement to date.

In January 2022, we became a member of the Federal Home Loan Bank of Des Moines ("FHLB").  There have been no advances executed 
under this membership to date.

Statutory accounting practices prescribed or permitted for our life subsidiaries differ in many respects from those governing the preparation of 
financial statements under GAAP.  Accordingly, statutory operating results and statutory capital and surplus may differ substantially from 
amounts reported in the GAAP basis financial statements for comparable items.  Information as to statutory capital and surplus and statutory 
net income for our life subsidiaries as of December 31, 2021 and 2020 and for the years ended December 31, 2021, 2020 and 2019 is included 
in Note 14 - Statutory Financial Information and Dividend Restrictions to our audited consolidated financial statements.
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In the normal course of business, we enter into financing transactions, lease agreements, or other commitments.  These commitments may 
obligate us to certain cash flows during future periods.  The following table summarizes such obligations as of December 31, 2021.

Payments Due by Period

Total
Less Than

1 year 1–3 Years 4–5 Years
After

5 Years
(Dollars in thousands)

Annuity and single premium universal life products (1) $ 72,960,114 $ 3,938,038 $ 15,703,072 $ 9,782,847 $ 43,536,157 
Notes payable, including interest payments (2)  637,500  25,000  50,000  50,000  512,500 
Subordinated debentures, including interest payments (3)  220,675  4,850  9,700  9,700  196,425 
Operating leases  12,574  2,509  4,564  3,934  1,567 
Mortgage loan funding and other investments  836,400  836,400  —  —  — 
Total $ 74,667,263 $ 4,806,797 $ 15,767,336 $ 9,846,481 $ 44,246,649 

(1) Amounts shown in this table are projected payments through the year 2072 which we are contractually obligated to pay to our annuity policyholders.  The 
payments are derived from actuarial models which assume a level interest rate scenario and incorporate assumptions regarding mortality and persistency, 
when applicable.  These assumptions are based on our historical experience.

(2) Period that principal amounts are due is determined by the earliest of the call/put date or the maturity date of each note payable.

(3) Amount shown is net of equity investments in the capital trusts due to the contractual right of offset upon repayment of the notes.

Critical Accounting Policies & Estimates

The increasing complexity of the business environment and applicable authoritative accounting guidance require us to closely monitor our 
accounting policies.  We have identified six critical accounting policies and estimates that are complex and require significant judgment.  The 
following summary of our critical accounting policies and estimates is intended to enhance your ability to assess our financial condition and 
results of operations and the potential volatility due to changes in estimates.

Valuation of Investments

Our fixed maturity securities classified as available for sale are reported at fair value.  Unrealized gains and losses, if any, on these securities 
are included directly in stockholders' equity as a component of accumulated other comprehensive income (loss), net of income taxes and 
certain adjustments for assumed changes in amortization of deferred policy acquisition costs, deferred sales inducements and policy benefit 
reserves.  Unrealized gains and losses represent the difference between the amortized cost or cost basis and the fair value of these investments.  
We use significant judgment within the process used to determine fair value of these investments.

GAAP defines fair value as the price that would be received to sell an asset or paid to transfer a liability (exit price) in an orderly transaction 
between market participants at the measurement date.  We categorize our financial instruments into three levels of fair value hierarchy based 
on the priority of inputs used in determining fair value.  The hierarchy defines the highest priority inputs (Level 1) as quoted prices in active 
markets for identical assets or liabilities.  The lowest priority inputs (Level 3) are our own assumptions about what a market participant would 
use in determining fair value such as estimated future cash flows.  In certain cases, the inputs used to measure fair value may fall into different 
levels of the fair value hierarchy.  In such cases, a financial instrument's level within the fair value hierarchy is based on the lowest level of 
input that is significant to the fair value measurement.  Our assessment of the significance of a particular input to the fair value measurement 
in its entirety requires judgment and considers factors specific to the financial instrument.  

We categorize financial instruments recorded at fair value in the consolidated balance sheets as follows:

Level 1 - Quoted prices are available in active markets for identical financial instruments as of the reporting date.  We do not adjust 
the quoted price for these financial instruments, even in situations where we hold a large position and a sale could 
reasonably impact the quoted price.

Level 2 - Quoted prices in active markets for similar financial instruments, quoted prices for identical or similar financial instruments 
in markets that are not active; and models and other valuation methodologies using inputs other than quoted prices that are 
observable.

Level 3 - Models and other valuation methodologies using significant inputs that are unobservable for financial instruments and 
include situations where there is little, if any, market activity for the financial instrument.  The inputs into the determination 
of fair value require significant management judgment or estimation.  Financial instruments that are included in Level 3 are 
securities for which no market activity or data exists and for which we used discounted expected future cash flows with our 
own assumptions about what a market participant would use in determining fair value.
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The following table presents the fair value of fixed maturity securities, available for sale, by pricing source and hierarchy level as of 
December 31, 2021 and 2020, respectively:

Quoted Prices
in Active

Markets for
Identical Assets

(Level 1)

Significant
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

(Dollars in thousands)
December 31, 2021
Priced via third party pricing services $ 32,742 $ 47,204,947 $ — $ 47,237,689 
Priced via independent broker quotations  —  —  —  — 
Priced via other methods  32,695  4,035,559  —  4,068,254 

$ 65,437 $ 51,240,506 $ — $ 51,305,943 
% of Total  0.1 %  99.9 %  — %  100.0 %

December 31, 2020
Priced via third party pricing services $ 33,948 $ 46,445,244 $ — $ 46,479,192 
Priced via independent broker quotations  —  296,022  —  296,022 
Priced via other methods  —  763,679  —  763,679 

$ 33,948 $ 47,504,945 $ — $ 47,538,893 
% of Total  0.1 %  99.9 %  — %  100.0 %

Management's assessment of all available data when determining fair value of our investments is necessary to appropriately apply fair value 
accounting.

We utilize independent pricing services in estimating the fair values of investment securities.  The independent pricing services incorporate a 
variety of observable market data in their valuation techniques, including:

• reported trading prices,
• benchmark yields,
• broker-dealer quotes,
• benchmark securities,
• bids and offers,
• credit ratings,
• relative credit information, and
• other reference data.

The independent pricing services also take into account perceived market movements and sector news, as well as a security's terms and 
conditions, including any features specific to that issue that may influence risk and marketability.  Depending on the security, the priority of 
the use of observable market inputs may change as some observable market inputs may not be relevant or additional inputs may be necessary.  

The independent pricing services provide quoted market prices when available.  Quoted prices are not always available due to market 
inactivity.  When quoted market prices are not available, the third parties use yield data and other factors relating to instruments or securities 
with similar characteristics to determine fair value for securities that are not actively traded.  We generally obtain one value from our primary 
external pricing service.  In situations where a price is not available from this service, we may obtain quotes or prices from additional parties 
as needed.  Market indices of similar rated asset class spreads are considered for valuations and broker indications of similar securities are 
compared.  Inputs used by the broker include market information, such as yield data and other factors relating to instruments or securities with 
similar characteristics.  Valuations and quotes obtained from third party commercial pricing services are non-binding and do not represent 
quotes on which one may execute the disposition of the assets.  

We validate external valuations at least quarterly through a combination of procedures that include the evaluation of methodologies used by 
the pricing services, comparison of the prices to a secondary pricing source, analytical reviews and performance analysis of the prices against 
trends, and maintenance of a securities watch list.  Additionally, as needed we utilize discounted cash flow models or perform independent 
valuations on a case-by-case basis using inputs and assumptions similar to those used by the pricing services.  Although we do identify 
differences from time to time as a result of these validation procedures, we did not make any significant adjustments as of December 31, 2021
and 2020.
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Evaluation of Allowance for Credit Losses on Available for Sale Fixed Maturity Securities and Mortgage Loan Portfolios

The process to identify available for sale fixed maturity securities that could potentially require an allowance for credit loss involves 
significant judgment and estimates by management.  We review and analyze all fixed maturity securities on an ongoing basis for changes in 
market interest rates and credit deterioration.  This review process includes analyzing our ability to recover the amortized cost or cost basis of 
each fixed maturity security that has a fair value that is materially lower than its amortized cost and requires a high degree of management 
judgment and involves uncertainty.  The evaluation of fixed maturity securities for credit loss is a quantitative and qualitative process, which 
is subject to risks and uncertainties.

We have a policy and process to identify fixed maturity securities that could potentially have a credit loss.  This process involves monitoring 
market events and other items that could impact issuers.  The evaluation includes but is not limited to such factors as:

• the extent to which fair value is less than amortized cost or cost;
• whether the issuer is current on all payments and all contractual payments have been made as agreed;
• the remaining payment terms and the financial condition and near-term prospects of the issuer;
• the lack of ability to refinance due to liquidity problems in the credit market;
• the fair value of any underlying collateral;
• the existence of any credit protection available;
• our intent to sell and whether it is more likely than not we would be required to sell prior to recovery for debt securities;
• consideration of rating agency actions; and
• changes in estimated cash flows of mortgage and asset backed securities.

We determine whether an allowance for credit loss should be established for fixed maturity securities by assessing all facts and circumstances 
surrounding each security.  Where the decline in fair value of fixed maturity securities is attributable to changes in market interest rates or to 
factors such as market volatility, liquidity and spread widening, and we anticipate recovery of all contractual or expected cash flows, we do 
not consider these securities to have credit loss because we do not intend to sell these securities and it is not more likely than not we will be 
required to sell these securities before a recovery of amortized cost, which may be maturity. 

If we intend to sell a fixed maturity security or if it is more likely than not that we will be required to sell a security before recovery of its 
amortized cost basis, credit loss has occurred and the difference between amortized cost and fair value will be recognized as a loss in 
operations.

If we do not intend to sell and it is not more likely than not we will be required to sell the fixed maturity security but also do not expect to 
recover the entire amortized cost basis of the security, a credit loss would be recognized in operations in the amount of the expected credit 
loss.  We determine the amount of expected credit loss by calculating the present value of the cash flows expected to be collected discounted 
at each security's acquisition yield based on our consideration of whether the security was of high credit quality at the time of acquisition.  
The difference between the present value of expected future cash flows and the amortized cost basis of the security is the amount of credit 
loss recognized in operations.  The recognized credit loss is limited to the unrealized loss on the security.

The determination of the credit loss component of a mortgage backed security is based on a number of factors.  The primary consideration in 
this evaluation process is the issuer's ability to meet current and future interest and principal payments as contractually stated at time of 
purchase.  Our review of these securities includes an analysis of the cash flow modeling under various default scenarios considering 
independent third party benchmarks, the seniority of the specific tranche within the structure of the security, the composition of the collateral 
and the actual default, loss severity and prepayment experience exhibited.  With the input of third party assumptions for default projections, 
loss severity and prepayment expectations, we evaluate the cash flow projections to determine whether the security is performing in 
accordance with its contractual obligation.

We utilize the models from a leading structured product software specialist serving institutional investors.  These models incorporate each 
security's seniority and cash flow structure.  In circumstances where the analysis implies a potential for principal loss at some point in the 
future, we use our "best estimate" cash flow projection discounted at the security's effective yield at acquisition to determine the amount of 
our potential credit loss associated with this security.  The discounted expected future cash flows equates to our expected recovery value.  
Any shortfall of the expected recovery when compared to the amortized cost of the security will be recorded as credit loss.

The cash flow modeling is performed on a security-by-security basis and incorporates actual cash flows on the residential mortgage backed 
securities through the current period, as well as the projection of remaining cash flows using a number of assumptions including default rates, 
prepayment rates and loss severity rates.  The default curves we use are tailored to the Prime or Alt-A residential mortgage backed securities 
that we own, which assume lower default rates and loss severity for Prime securities versus Alt-A securities.  These default curves are scaled 
higher or lower depending on factors such as current underlying mortgage loan performance, rating agency loss projections, loan to value 
ratios, geographic diversity, as well as other appropriate considerations.  

The determination of the credit loss component of a corporate bond is based on the underlying financial performance of the issuer and their 
ability to meet their contractual obligations.  Considerations in our evaluation include, but are not limited to, credit rating changes, financial 
statement and ratio analysis, changes in management, significant changes in credit spreads, breaches of financial covenants and a review of 
the economic outlook for the industry and markets in which they trade.  In circumstances where an issuer appears unlikely to meet its future 
obligation, an estimate of credit loss is determined.  Credit loss is calculated using default probabilities as derived from the credit default 
swaps markets in conjunction with recovery rates derived from independent third party analysis or a best estimate of credit loss.  This credit 
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loss rate is then incorporated into a present value calculation based on an expected principal loss in the future discounted at the yield at the 
date of purchase and compared to amortized cost to determine the amount of credit loss associated with the security.

For fixed maturity securities which we do not intend to sell and it is not more likely than not we will be required to sell, but our intent changes 
due to changes or events that could not have been reasonably anticipated, a credit loss may be recognized in operations.  Unrealized losses 
may be recognized in future periods in operations should we later conclude that the decline in fair value below amortized cost represents a 
credit loss pursuant to our accounting policy described above.  The use of different methodologies and assumptions to determine the fair value 
of investments and the timing and amount of impairments may have a material effect on the amounts presented in our consolidated financial 
statements.

We establish a valuation allowance to provide for the risk of credit losses inherent in our mortgage loan portfolios.  The valuation allowance 
is maintained at a level believed adequate by management to absorb estimated expected credit losses.  

The valuation allowance for commercial mortgage loans is calculated by pooling our loans based on risk rating and property collateral type 
and applying an estimated loss ratio against each risk pool.  Risk ratings are based on an analysis of the current state of the borrower's credit 
quality, which considers factors such as loan-to-value ("LTV") and debt service coverage ("DSC") ratios, loan performance and economic 
outlook, among others.  The loss ratios are generally based upon historical loss experience for each risk pool and are adjusted for current and 
forecasted economic factors management believes to be relevant and supportable.  Economic factors are forecasted for two years with 
immediate reversion to historical experience. 

A commercial loan is individually evaluated for impairment if it does not continue to share similar risk characteristics of a pool.  A 
commercial mortgage loan that is individually evaluated is impaired when it is probable that we will be unable to collect all amounts due 
according to the contractual terms of the loan agreement.  If we determine that the value of any specific mortgage loan is impaired, the 
carrying amount of the mortgage loan will be reduced to its fair value, based upon the present value of expected future cash flows from the 
loan discounted at the loan's effective interest rate, or the fair value of the underlying collateral less estimated costs to sell.

The valuation allowance for agricultural and residential mortgage loans are estimated by deriving probability of default and recovery rate 
assumptions based on the characteristics of the loans in our portfolio, historical economic data and loss information, and current and 
forecasted economics conditions.  Key loan characteristics impacting the estimate include delinquency status, time to maturity, original credit 
scores and loan-to-value ratios.

Policy Liabilities for Fixed Index Annuities

We offer a variety of fixed index annuities with crediting strategies linked to the S&P 500 Index and other equity and bond market indices.  
We purchase call options on the applicable indices as an investment to provide the income needed to fund the annual index credits on the 
index products.  See Financial Condition—Derivative Instruments.  Certain derivative instruments embedded in the fixed index annuity 
contracts are recognized in the consolidated balance sheets at their fair values and changes in fair value are recognized immediately in our 
consolidated statements of operations in accordance with accounting standards for derivative instruments and hedging activities.

Accounting for derivatives prescribes that the contractual obligations for future annual index credits are treated as a "series of embedded 
derivatives" over the expected life of the applicable contracts.  Policy liabilities for fixed index annuities are equal to the sum of the "host" (or 
guaranteed) component and the embedded derivative component for each fixed index annuity policy.  The host value is established at 
inception of the contract and accreted over the policy's life at a constant rate of interest.  We estimate the fair value of the embedded 
derivative component at each valuation date by (i) projecting policy contract values and minimum guaranteed contract values over the 
expected lives of the contracts and (ii) discounting the excess of the projected contract value amounts at the applicable risk-free interest rates 
adjusted for our nonperformance risk related to those liabilities.  The projections of policy contract values are based on our best estimate 
assumptions for future policy growth and future policy decrements including lapse, partial withdrawal and mortality rates.  Our best estimate 
assumptions for future policy growth include assumptions for the expected index credits on the next policy anniversary date which are derived 
from the fair values of the underlying call options purchased to fund such index credits and the expected costs of annual call options we will 
purchase in the future to fund index credits beyond the next policy anniversary.  The projections of minimum guaranteed contract values 
include the same best estimate assumptions for policy decrements as were used to project policy contract values.  The amounts reported in the 
consolidated statements of operations as "Interest sensitive and index product benefits" represent amounts credited to policy liabilities 
pursuant to accounting by insurance companies for certain long-duration contracts which include index credits through the most recent policy 
anniversary.  The amounts reported in the consolidated statements of operations as "Change in fair value of embedded derivatives" equal the 
change in the difference between policy benefit reserves for fixed index annuities computed under the derivative accounting standard and the 
long-duration contracts accounting standard at each balance sheet date.

In general, the change in the fair value of the embedded derivatives will not correspond to the change in fair value of the purchased call 
options because the purchased call options are generally one year options while the options valued in the embedded derivatives represent the 
rights of the contract holder to receive index credits over the entire period the fixed index annuities are expected to be in force, which 
typically exceeds 10 years.

The most sensitive assumptions in determining policy liabilities for fixed index annuities are 1) the rates used to discount the excess projected 
contract values, 2) the expected cost of annual call options we will purchase in the future to fund index credits beyond the next policy 
anniversary date and 3) our best estimate for future policy decrements specific to lapse rates.
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As indicated above, the discount rates used to discount excess projected contract value are based on applicable risk-free interest rates adjusted 
for our nonperformance risk related to those liabilities.  If the discount rates used to discount the excess projected contract values at 
December 31, 2021 were to increase by 100 basis points, our reserves for fixed index annuities would decrease by $546.8 million.  A decrease 
by 100 basis points in the discount rates used to discount the excess projected contract values would increase our reserves for fixed index 
annuities by $627.3 million.

As of December 31, 2021, we utilized an estimate of 2.10% for the expected cost of annual call options, which is based on estimated long-
term account value growth and a historical review of our actual options costs.  If the expected cost of annual call options we purchase in the 
future to fund index credits beyond the next policy anniversary date were to increase by 25 basis points, our reserves for fixed index annuities 
would increase by $537.8 million.  A decrease of 25 basis points in the expected cost of annual call options would decrease our reserves for 
fixed index annuities by $509.6 million.

Our lapse rate assumptions are based on actual experience and our outlook as to future expectations for lapse rates.  If lapse rates were to 
increase 10%, our reserves for fixed index annuities would decrease by $26.1 million.  A decrease in lapse rates of 10% would increase our 
reserves for fixed index annuities by $27.2 million.

Liability for Lifetime Income Benefit Riders

The liability for lifetime income benefit riders is based on the actual and present value of expected benefit payments to be paid in excess of 
projected policy values recognizing the excess over the expected lives of the underlying policies based on the actual and present value of 
expected assessments including investment spreads, product charges and fees.  The inputs used in the calculation of the liability for lifetime 
income benefit riders include actual policy values, actual income account values, actual payout factors, actual roll-up rates and our best 
estimate assumptions for future policy growth, expected utilization of lifetime income benefit riders, which includes the ages at which 
policyholders are expected to elect to begin to receive lifetime income benefit payments and the percentage of policyholders who elect to 
receive lifetime income benefit payments, the type of income benefit payments selected upon election and future assumptions for lapse, 
partial withdrawal and mortality rates.  The assumptions are reviewed quarterly and updates to the assumptions are made based on historical 
results and our best estimates of future experience.  The liability for lifetime income benefit riders is included in policy benefit reserves in the 
consolidated balance sheets and the change in the liability is included in interest sensitive and index product benefits in the consolidated 
statements of operations.  See Results of Operations for the Three Years Ended December 31, 2021 in this Item 7 for a discussion and 
presentation of the effects of assumption revisions. 

The most sensitive assumptions in the calculation of the liability for lifetime income benefit riders are 1) the expected cost of annual call 
options we will purchase in the future, 2) the percentage of policyholders who elect to receive lifetime income benefit payments, 3) our best 
estimate for future policy decrements specific to lapse rates and 4) the net investment earned rate.

We utilize the expected cost of annual call options we will purchase in the future to project policy values and to discount future cash flows.  In 
addition, it is a key component in the calculation of expected assessments in the projection period.  As of December 31, 2021, we utilized an 
estimate of 2.10% for the long-term expected cost of annual call options, which is based on estimated long-term account value growth and a 
historical review of the cost of our actual call options.  If the expected cost of annual call options and fixed crediting rates were to increase by 
25 basis points, our liability for lifetime income benefit riders would decrease by $141.1 million.  A decrease of 25 basis points in the 
expected cost of annual call options and fixed crediting rates would decrease our liability for lifetime income benefit riders by $73.9 million.

Our assumptions related to the percentage of policyholders who elect to receive lifetime income benefit payments is based on actual 
experience and our outlook as to future expectations for utilization rates.  If the ultimate floor assumption on the percentage of policyholders 
who elect to receive lifetime income benefit payments was increased by 10% at December 31, 2021, our liability for lifetime income benefit 
riders would increase by $152.0 million.  A decrease by 10% in the ultimate floor assumption on the percentage of policyholders who elect to 
receive lifetime income benefit payments would decrease our liability for lifetime income benefit riders by $113.0 million.

Our lapse rate assumptions are based on actual experience and our outlook as to future expectations for lapse rates.  If lapse rates were to 
increase 10%, our liability for lifetime income benefit riders would decrease by $24 million.  A decrease in lapse rates of 10% would increase 
our liability for lifetime income benefit riders by $23.4 million.

The net investment earned rate is a key component in the calculation of expected assessments in the projection period.  The net investment 
earned rate is based on current yields being earned in our invested assets portfolio, future expectations for earned yields and the expected 
mean reversion period.  If the net investment earned rate were to increase 10 basis points, our liability for lifetime income benefit riders would 
decrease by $27.8 million.  A decrease in the net investment earned rate of 10 basis points would increase our liability for lifetime income 
benefit riders by $28.6 million.

Deferred Policy Acquisition Costs and Deferred Sales Inducements

Costs relating to the successful production of new business are not expensed when incurred but instead are capitalized as deferred policy 
acquisition costs or deferred sales inducements.  Only costs which are expected to be recovered from future policy revenues and gross profits 
may be deferred. 

Deferred policy acquisition costs and deferred sales inducements are subject to loss recognition testing on a quarterly basis or when an event 
occurs that may warrant loss recognition.  Deferred policy acquisition costs consist principally of commissions and certain costs of policy 
issuance.  Deferred sales inducements consist of premium and interest bonuses credited to policyholder account balances.
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For annuity products, these costs are being amortized in proportion to actual and expected gross profits.  Actual and expected gross profits 
include the the excess of net investment income earned over the interest credited or the cost of providing index credits to the policyholders, or 
the "investment spread"; and to a lesser extent, product charges and fees net of expected excess payments for lifetime income benefit riders 
and certain policy expenses.  Actual and expected gross profits for fixed index annuities also include the impact of amounts recorded for the 
change in fair value of derivatives and the change in fair value of embedded derivatives.  Current period amortization is adjusted 
retrospectively through an unlocking process when estimates of actual and expected gross profits (including the impact of net realized gains 
(losses) on investments and credit losses recognized in operations) to be realized from a group of products are updated.  Our estimates of 
future gross profits are based on actuarial assumptions related to the underlying policies terms, lives of the policies, yield on investments 
supporting the liabilities and level of expenses necessary to maintain the polices over their entire lives.  Revisions are made based on 
historical results and our best estimates of future experience.  See Results of Operations for the Three Years Ended December 31, 2021 in 
this Item 7 for a discussion and presentation of the effects of assumption revisions.

The most sensitive assumptions used to calculate amortization of deferred policy acquisition costs and deferred sales inducements are 1) the 
net investment earned rate, 2) our best estimate for future policy decrements specific to lapse rates and 3) the expected cost of annual call 
options we will purchase in the future.

The net investment earned rate is a key component in the calculation of estimated gross profits.  The net investment earned rate is based on 
current yields being earned in our invested assets portfolio, future expectations for earned yields and the expected mean reversion period.  If 
the net investment earned rate were to increase 10 basis points, our combined balance for deferred policy acquisition costs and deferred sales 
inducements at December 31, 2021 would increase by $101.5 million.  A decrease in the net investment earned rate of 10 basis points would 
decrease our combined balance for deferred policy acquisition costs and deferred sales inducements at December 31, 2021 by $104.7 million.

Our lapse rate assumptions are based on actual experience and our outlook as to future expectations for lapse rates.  If lapse rates were to 
increase 10%, our combined balance of deferred policy acquisition costs and deferred sales inducements would decrease by $83.9 million.  A 
decrease in lapse rates of 10% would increase our combined balance of deferred policy acquisition costs and deferred sales inducements by 
$87.4 million.

We utilize the expected cost of annual call options we will purchase in the future to project policy values and to discount future cash flows.  In 
addition, it is a key component in the calculation of expected gross profits in the projection period.  As of December 31, 2021, we utilized an 
estimate of 2.10% for the expected long-term cost of annual call options, which is based on estimated long-term account value growth and a 
historical review of the cost of our actual call options.  If the expected cost of annual call options and fixed crediting rates were to increase by 
25 basis points, our combined balance of deferred policy acquisition costs and deferred sales inducements would decrease by $60.4 million.  
A decrease of 25 basis points in the expected cost of annual call options and fixed crediting rates would decrease our combined balance of 
deferred policy acquisition costs and deferred sales inducements by $45.1 million.

Deferred Income Taxes

We account for income taxes using the liability method.  This method provides for the tax effects of transactions reported in the audited 
consolidated financial statements for both taxes currently due and deferred.  Deferred income taxes reflect the impact of temporary differences 
between the amount of assets and liabilities recognized for financial reporting purposes and such amounts recognized for tax purposes.  A 
temporary difference is a transaction, or amount of a transaction, that is recognized currently for financial reporting purposes but will not be 
recognized for tax purposes until a future tax period, or is recognized currently for tax purposes but will not be recognized for financial 
reporting purposes until a future reporting period.  Deferred income taxes are measured by applying enacted tax rates for the years in which 
the temporary differences are expected to be recovered or settled to the amount of each temporary difference.

The realization of deferred income tax assets is primarily based upon management's estimates of future taxable income.  Valuation allowances 
are established when management estimates, based on available information, that it is more likely than not that deferred income tax assets will 
not be realized.  Significant judgment is required in determining whether valuation allowances should be established, as well as the amount of 
such allowances.  When making such determination, consideration is given to, among other things, the following:

• future taxable income of the necessary character exclusive of reversing temporary differences and carryforwards; 
• future reversals of existing taxable temporary differences; 
• taxable capital income in prior carryback years; and 
• tax planning strategies.

Actual realization of deferred income tax assets and liabilities may materially differ from these estimates as a result of changes in tax laws as 
well as unanticipated future transactions impacting related income tax balances.

The realization of deferred income tax assets related to unrealized losses on our available for sale fixed maturity securities is also based upon 
our intent to hold these securities for a period of time sufficient to allow for a recovery in fair value and not realize the unrealized loss.

New Accounting Pronouncements

See Note 1 - Significant Accounting Policies to our audited consolidated financial statements in this Form 10-K beginning on page F-12, 
which is incorporated by reference in this Item 7, for new accounting pronouncement disclosures.
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Item 7A.    Quantitative and Qualitative Disclosures About Market Risk

We seek to invest our available funds in a manner that will maximize shareholder value and fund future obligations to policyholders and 
debtors, subject to appropriate risk considerations.  We seek to meet this objective through investments that: (i) consist substantially of 
investment grade fixed maturity securities, (ii) have projected returns which satisfy our spread targets, and (iii) have characteristics which 
support the underlying liabilities.  Many of our products incorporate surrender charges, market interest rate adjustments or other features, 
including lifetime income benefit riders, to encourage persistency.

We seek to maximize the total return on our fixed maturity securities through active investment management.  Accordingly, we have 
determined that our available for sale portfolio of fixed maturity securities is available to be sold in response to: (i) changes in market interest 
rates, (ii) changes in relative values of individual securities and asset sectors, (iii) changes in prepayment risks, (iv) changes in credit quality 
outlook for certain securities, (v) liquidity needs, and (vi) other factors.

Interest rate risk is our primary market risk exposure.  Substantial and sustained increases and decreases in market interest rates can affect the 
profitability of our products and the fair value of our investments.  The profitability of most of our products depends on the spreads between 
interest yield on investments and rates credited on insurance liabilities.  We have the ability to adjust crediting rates (caps, participation rates 
or asset fee rates for fixed index annuities) on substantially all of our annuity liabilities at least annually (subject to minimum guaranteed 
values).  Substantially all of our annuity products have surrender and withdrawal penalty provisions designed to encourage persistency and to 
help ensure targeted spreads are earned.  In addition, a significant amount of our fixed index annuity policies and many of our annual reset 
fixed rate deferred annuities were issued with a lifetime income benefit rider which we believe improves the persistency of such annuity 
products.  However, competitive factors, including the impact of the level of surrenders and withdrawals, may limit our ability to adjust or 
maintain crediting rates at levels necessary to avoid narrowing of spreads under certain market conditions. 

A major component of our interest rate risk management program is structuring the investment portfolio with cash flow characteristics 
consistent with the cash flow characteristics of our insurance liabilities.  We use models to simulate cash flows expected from our existing 
business under various interest rate scenarios.  These simulations enable us to measure the potential gain or loss in fair value of our interest 
rate-sensitive financial instruments, to evaluate the adequacy of expected cash flows from our assets to meet the expected cash requirements 
of our liabilities and to determine if it is necessary to lengthen or shorten the average life and duration of our investment portfolio.  The 
"duration" of a security is the time weighted present value of the security's expected cash flows and is used to measure a security's sensitivity 
to changes in interest rates.  When the durations of assets and liabilities are similar, exposure to interest rate risk is minimized because a 
change in value of assets should be largely offset by a change in the value of liabilities.

If interest rates were to increase 10% (19 basis points) from levels at December 31, 2021, we estimate that the fair value of our fixed maturity 
securities would decrease by approximately $791.4 million.  The impact on stockholders' equity of such decrease (net of income taxes and 
certain adjustments for changes in amortization of deferred policy acquisition costs, deferred sales inducements and policy benefit reserves) 
would be a decrease of $336.5 million in accumulated other comprehensive income and a decrease in stockholders' equity.  The models used 
to estimate the impact of a 10% change in market interest rates incorporate numerous assumptions, require significant estimates and assume 
an immediate and parallel change in interest rates without any management of the investment portfolio in reaction to such change.  
Consequently, potential changes in value of our financial instruments indicated by the simulations will likely be different from the actual 
changes experienced under given interest rate scenarios, and the differences may be material.  Because we actively manage our investments 
and liabilities, our net exposure to interest rates can vary over time.  However, any such decreases in the fair value of our fixed maturity 
securities (unless related to credit concerns of the issuer requiring recognition of a credit loss) would generally be realized only if we were 
required to sell such securities at losses prior to their maturity to meet our liquidity needs, which we manage using the surrender and 
withdrawal provisions of our annuity contracts and through other means.  See Financial Condition—Liquidity for Insurance Operations for a 
further discussion of the liquidity risk. 

The amortized cost of fixed maturity securities that are callable at the option of the issuer, excluding securities with a make-whole provision, 
was $2.6 billion as of December 31, 2021.  During the years ended December 31, 2021 and 2020, we received $2.3 billion and $1.6 billion, 
respectively, in net redemption proceeds related to the exercise of such call options.  We have reinvestment risk related to these redemptions 
to the extent we cannot reinvest the net proceeds in assets with credit quality and yield characteristics similar to the redeemed bonds.  Such 
reinvestment risk typically occurs in a declining rate environment.  In addition, we have $3.8 billion of floating rate fixed maturity securities 
as of December 31, 2021.  Generally, interest rates on these floating rate fixed maturity securities are based on the 3 month LIBOR rate and 
are reset quarterly.  Should rates decline to levels which tighten the spread between our average portfolio yield and average cost of interest 
credited on annuity liabilities, we have the ability to reduce crediting rates (caps, participation rates or asset fees for fixed index annuities) on 
most of our annuity liabilities to maintain the spread at our targeted level.  At December 31, 2021, approximately 92% of our annuity 
liabilities were subject to annual adjustment of the applicable crediting rates at our discretion, limited by minimum guaranteed crediting rates 
specified in the policies.  At December 31, 2021, approximately 18% of our annuity liabilities were at minimum guaranteed crediting rates.

We purchase call options on the applicable indices to fund the annual index credits on our fixed index annuities.  These options are primarily 
one-year instruments purchased to match the funding requirements of the underlying policies.  Fair value changes associated with those 
investments are substantially offset by an increase or decrease in the amounts added to policyholder account balances for fixed index 
products.  The difference between proceeds received at expiration of these options and index credits, as shown in the following table, is 
primarily due to under or over-hedging as a result of policyholder behavior being different than our expectations.
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Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Proceeds received at expiration of options related to such credits $ 2,019,477 $ 758,604 $ 605,005 
Annual index credits to policyholders on their anniversaries  1,977,888  747,489  587,818 

On the anniversary dates of the index policies, we purchase new one-year call options to fund the next annual index credits.  The risk 
associated with these prospective purchases is the uncertainty of the cost, which will determine whether we are able to earn our spread on our 
fixed index business.  We manage this risk through the terms of our fixed index annuities, which permit us to change caps, participation rates 
and asset fees, subject to contractual features.  By modifying caps, participation rates or asset fees, we can limit option costs to budgeted 
amounts, except in cases where the contractual features would prevent further modifications.  Based upon actuarial testing which we conduct 
as a part of the design of our fixed index products and on an ongoing basis, we believe the risk that contractual features would prevent us from 
controlling option costs is not material.

Item 8.    Consolidated Financial Statements and Supplementary Data

The audited consolidated financial statements are included as a part of this report on Form 10-K on pages F-1 through F-58.

Item 9.    Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

None. 

Item 9A.    Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures

In accordance with the Securities Exchange Act Rules 13a-15(e) and 15d-15(e), our management, under the supervision of our Chief 
Executive Officer and Chief Financial Officer, conducted an evaluation of the effectiveness of the design and operation of our disclosure 
controls and procedures as of the end of the period covered by this report on Form 10-K.  Based on that evaluation, the Chief Executive 
Officer and Chief Financial Officer concluded that the design and operation of our disclosure controls and procedures were effective as of 
December 31, 2021 in recording, processing, summarizing and reporting, on a timely basis, information required to be disclosed by us in the 
reports that we file or submit under the Exchange Act.

(b) Management's Report on Internal Control over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting, as defined 
in the Exchange Act Rules 13a-15(f) and 15d-15(f).  Because of its inherent limitations, internal control over financial reporting may not 
prevent or detect misstatements.  Also, projections of any evaluation of effectiveness to future periods are subject to risk that controls may 
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

The Company's management assessed the effectiveness of the Company's internal control over financial reporting as of December 31, 2021
based upon criteria established in Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of 
the Treadway Commission (COSO).  Based on the assessment, management has determined that we maintained effective internal control over 
financial reporting as of December 31, 2021.

The Company's independent registered public accounting firm, Ernst & Young LLP, who audited the consolidated financial statements 
included in this annual report on Form 10-K, has issued an attestation report on the effectiveness of management's internal control over 
financial reporting as of December 31, 2021.  This report appears on page F-2 of this annual report on Form 10-K.

(c) Changes in Internal Control over Financial Reporting.

There were no changes in our internal control over financial reporting that occurred during the quarter ended December 31, 2021, that have 
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Item 9B.    Other Information

Michelle M. Keeley resigned from the American Equity Investment Life Holding Company Board of Directors on February 23, 2020.

Item 9C.    Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

Not applicable.

PART III

The information required by Part III is incorporated by reference from our definitive proxy statement for our annual meeting of shareholders 
to be held June 10, 2022 to be filed with the Commission pursuant to Regulation 14A within 120 days after December 31, 2021. 
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PART IV

Item 15.    Exhibits and Financial Statement Schedules

Financial Statements and Financial Statement Schedules.    See Index to Consolidated Financial Statements and Schedules on page F-1 for a 
list of financial statements and financial statement schedules included in this report.

All other schedules to the audited consolidated financial statements required by Article 7 of Regulation S-X are omitted because they are not 
applicable, not required, or because the information is included elsewhere in the audited consolidated financial statements or notes thereto.

Exhibit Index

Note Regarding Reliance on Statements in Our Contracts and Other Exhibits: We include agreements and other exhibits to this Annual Report 
on Form 10-K, to provide information regarding their terms and not to provide any other factual or disclosure information about us, our 
subsidiaries or affiliates, or the other parties to the agreements, or for any other purpose.  The agreements and other exhibits contain 
representations and warranties by each of the parties to the applicable agreement.  These representations and warranties have been made 
solely for the benefit of the other parties to the applicable agreement or other arrangement and (i) should not in all instances be treated as 
categorical statements of fact, but rather as a way of allocating the risk to one of the parties if those statements prove to be inaccurate; (ii) 
have in many cases been qualified by disclosures that were made to the other party in connection with the negotiation of the applicable 
agreement, which disclosures are not necessarily reflected in the agreement; (iii) may apply standards of materiality in a way that is different 
from what may be viewed as material to investors; and (iv) were made only as of the date of the applicable agreement or other exhibit, or such 
other date or dates as may be specified in the document and are subject to more recent developments.  Accordingly, these representations and 
warranties may not describe the actual state of affairs as of the date they were made or at any other time.

3.1 Articles of Incorporation, including Articles of Amendment (Incorporated by reference to Exhibit 3.1 to Post-Effective Amendment No. 1 to 
the Registration Statement on Form 10, filed on July 22, 1999, File No. 000-25985)

3.2 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.1 to Form 10-Q for the period ended June 30, 
2000 filed on August 14, 2000, File No. 000-25985)

3.3 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.2 to Pre-Effective Amendment No. 1 to the 
Registration Statement on Form S-1 filed on October 20, 2003, File No. 333-108794)

3.4 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.3 to the Registration Statement on Form S-3 filed 
on January 15, 2008, File No. 333-148681)

3.5 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.5 to Form 10-Q for the period ended June 30, 
2011 filed on August 5, 2011, File No. 001-31911)

3.6 Third Amended and Restated Bylaws (Incorporated by reference to Exhibit 3.1 to Form 8-K filed on September 2, 2008, File No. 001-31911)
3.7 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.2 to Form 8-A12B filed on November 20, 2019, 

File No. 001-31911)
3.8 Articles of Amendment to Articles of Incorporation (Incorporated by reference to Exhibit 3.7 to Form 8-A12B filed on June 16, 2020, File 

No. 001-31911)
4.1 Indenture dated October 29, 1999 between American Equity Investment Life Holding Company and Wilmington Trust Company (as 

successor in interest to West Des Moines State Bank), as trustee (Incorporated by reference to Exhibit 10.19 to the Registration Statement on 
Form S-1, File No. 333-108794, including all pre-effective amendments thereto)

4.2 Trust Preferred Securities Guarantee Agreement dated October 29, 1999 between American Equity Investment Life Holding Company and 
Wilmington Trust Company (as successor in interest to West Des Moines State Bank), as trustee (Incorporated by reference to Exhibit 10.20 
to the Registration Statement on Form S-1, File No. 333-108794, including all pre-effective amendments thereto)

4.3 Trust Common Securities Guarantee Agreement dated October 29, 1999 between American Equity Investment Life Holding Company and 
West Des Moines State Bank, as trustee (Incorporated by reference to Exhibit 10.21 to the Registration Statement on Form S-1, File No. 
333-108794, including all pre-effective amendments thereto)

4.4 Instruments of Resignation, Appointment and Acceptance, effective September 12, 2006, among American Equity Investment Life Holding 
Company, Wilmington Trust Company, West Des Moines State Bank and Delaware Trust Company, National Association (formerly known 
as First Union Trust Company, National Association) (Incorporated by reference to Exhibit 4.10A to Form 10-K for the year ended 
December 31, 2008 filed on March 16, 2009)

4.5 Senior Amended and Restated Indenture, dated as of April 22, 2004, between American Equity Investment Life Holding Company and U.S. 
Bank National Association, as trustee (Incorporated by reference to Exhibit 4.1 to Amendment No.1 to Form S-3 filed on April 22, 2004).

4.6 Third Supplemental Indenture, dated as of June 16, 2017, between American Equity Investment Life Holding Company and U.S. Bank 
National Association, as trustee (Incorporated by reference to Exhibit 4.2 to Form 8-K filed on June 16, 2017)

4.7 Deposit Agreement, dated November 21, 2019, among American Equity Investment Life Holding Company, Computershare Inc. and 
Computershare Trust Company, N.A., jointly, as depositary, Computershare Inc., as registrar and transfer agent, and the holders from time to 
time of the depositary receipts (Incorporated by reference to Exhibit 4.1 to Form 8-K filed on November 21, 2019)

4.8 Form of Depository Receipt (included in Exhibit 4.7)
4.9 Deposit Agreement, dated as of June 17, 2020, among the Company, Computershare Inc. and Computershare Trust Company, N.A., jointly 

as Depositary, the other parties thereto and the holders from time to time of depositary receipts issued thereunder (Incorporated by reference 
to Exhibit 4.1 to Form 8-K filed on June 17, 2020)

4.10 Form of Depository Receipt (included in Exhibit 4.9)
4.11 Description of Securities Registered Pursuant to Section 12 of the Securities Exchange Act of 1934
10.1 * American Equity Investment Life Holding Company 2011 Director Stock Option Plan (Incorporated by reference to the Appendix A to the 

Company's proxy statement on Form DEF 14A filed on April 25, 2011)

Exhibit No. Description
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10.2 * Form of Change in Control Agreement between American Equity Investment Life Holding Company and each of Anant Bhalla, Ronald J. 
Grensteiner, and Jeffrey D. Lorenzen (Incorporated by reference to Exhibit 10.1 to Form 8-K filed on December 14, 2012)

10.3 * Form of Change in Control Agreement between American Equity Investment Life Holding Company and Scott A. Samuelson (Incorporated 
by reference to Exhibit 10.3 to Form 10-Q for the period ended June 30, 2013 filed on August 8, 2013)

10.4 * American Equity Investment Life Holding Company 2016 Employee Incentive Plan (Incorporated by reference to the Appendix A to the 
Company's proxy statement on Form DEF 14A filed on April 18, 2016)

10.5 * First Amendment to American Equity Investment Life Holding Company 2016 Employee Incentive Plan (Incorporated by reference to 
Exhibit 99.2 to Form S-8 filed on September 8, 2016)

10.6 * American Equity Marketing Officers Deferred Compensation Agreement, dated as of January 1, 1998, between American Equity Investment 
Life Insurance Company and Ronald J. Grensteiner (Incorporated by reference to Exhibit 10.27 to Form 10-K for the year ended December 
31, 2017 filed on February 23, 2018)

10.7 * Second Amendment to American Equity Investment Life Holding Company 2016 Employee Incentive Plan (Incorporated by reference to 
Exhibit 10.4 to Form 10-Q for the period ended March 31, 2019 filed on May 8, 2019)

10.8 * Form of Employee Stock Option Agreement (Incorporated by reference to Exhibit 10.33 to Form 10-K for the year ended December 31, 2019 
filed on February 25, 2020)

10.9 * Offer Letter dated January 2, 2020 by and between American Equity Investment Life Holding Company and Anant Bhalla (Incorporated by 
reference to Exhibit 10.1 to Form 8-K filed on January 9, 2020)

10.10 * Retirement and Transition Agreement dated February 28, 2020 by and between American Equity Investment Life Holding Company and 
John M. Matovina (Incorporated by reference to Exhibit 10.1 to Form 8-K filed on March 2, 2020)

10.11 * American Equity Investment Life Holding Company Amended and Restated Equity Incentive Plan (Incorporated by reference to the 
Appendix A to the Company's proxy statement on Form DEF 14A filed on April 24, 2020)

10.12 * Form of Director Restricted Stock Award Agreement with Respect to Common Stock of American Equity Investment Life Holding Company 
(Incorporated by reference to Exhibit 10.1 to Form 8-K filed on June 4, 2020)

10.13 * Form of Restricted Stock Unit Award Agreement (Incorporated by reference to Exhibit 10.1 to Form 10-Q for the period ended June 30, 2020 
filed on August 10, 2020)

10.14 * Form of Performance Restricted Stock Unit Award Agreement (Incorporated by reference to Exhibit 10.2 to Form 10-Q for the period ended 
June 30, 2020 filed on August 10, 2020)

10.15 * Form of Employee Stock Option Agreement (Incorporated by reference to Exhibit 10.3 to Form 10-Q for the period ended June 30, 2020 
filed on August 10, 2020)

10.16 Investment Agreement, dated as of October 17, 2020, by and among American Equity Investment Life Holding Company, Brookfield Asset 
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10.32 to Form 10-K for the year ended December 31, 2020 filed on March 1, 2021)

10.19 * First Amendment to American Equity Investment Life Holding Company Amended and Restated Short-Term Incentive Plan (Incorporated by 
reference to Exhibit 10.33 to Form 10-K for the year ended December 31, 2020 filed on March 1, 2021)

10.20 * First Amendment to American Equity Investment Life Holding Company Amended and Restated Equity Incentive Plan (Incorporated by 
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2021)

10.22 * Form of Employee Stock Option Agreement (Incorporated by reference to Exhibit 10.36 to Form 10-K for the year ended December 31, 2020 
filed on March 1, 2021)

10.23 Assignment Agreement, Consent and Waiver in Anticipation of Regulatory Form A Filing dated February 28, 2021 by and among Brookfield 
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10.32 * Excerpts From American Equity Investment Life Holding Company Board of Directors Action by Written Consent Regarding John Matovina 
Restricted Stock, dated October 25, 2021 (Incorporated by reference to Exhibit 10.5 to Form 10-Q for the period ended September 30, 2021 
filed on November 9, 2021)

10.33 * Offer Letter Agreement dated November 3, 2021 between American Equity Investment Life Insurance Company and Dewayne Lummus
21.2 Subsidiaries of American Equity Investment Life Holding Company
23.1 Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm
23.2 Consent of KPMG LLP, Independent Registered Public Accounting Firm
31.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act 

of 2002
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101 The following materials from American Equity Investment Life Holding Company's Annual Report on Form 10-K for the year ended 

December 31, 2021 formatted in iXBRL (Inline eXtensible Business Reporting Language): (i) the Consolidated Balance Sheets, (ii) the 
Consolidated Statements of Operations, (iii) the Consolidated Statements of Comprehensive Income, (iv) the Consolidated Statements of 
Changes in Stockholders’ Equity, (v) the Consolidated Statements of Cash Flows, (vi) the Notes to Consolidated Financial Statements, (vii) 
Schedule I - Summary of Investments - Other Than Investments in Related Parties, (viii) Schedule II — Condensed Financial Information of 
Registrant, (ix) Schedule III - Supplementary Insurance Information and (x) Schedule IV — Reinsurance.

104 The cover page from American Equity Investment Life Holding Company's Annual Report on Form 10-K for the year ended December 31, 
2021 formatted in iXBRL and contained in Exhibit 101.
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Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors of 
American Equity Investment Life Holding Company

Opinion on Internal Control over Financial Reporting

We have audited American Equity Investment Life Holding Company and subsidiaries’ internal control over financial reporting as of 
December 31, 2021, based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (2013 framework) (the COSO criteria).  In our opinion, American Equity Investment Life 
Holding Company and subsidiaries (the Company) maintained, in all material respects, effective internal control over financial reporting as of 
December 31, 2021, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the 
consolidated balance sheet of the Company, as of December 31, 2021, the related consolidated statements of operations, comprehensive 
income (loss), changes in stockholders' equity and cash flows for the year ended December 31, 2021, and the related notes and financial 
statement schedules I to IV, and our report dated March 1, 2022 expressed an unqualified opinion thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the 
effectiveness of internal control over financial reporting included in the accompanying Management's Report on Internal Control Over 
Financial Reporting.  Our responsibility is to express an opinion on the Company's internal control over financial reporting based on our 
audit.  We are a public accounting firm registered with the 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 audit in accordance with the standards of the PCAOB.  Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. 

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, 
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other 
procedures as we considered necessary in the circumstances.  We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles.  A company's internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of 
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide 
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of 
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may deteriorate.

/s/ Ernst & Young LLP

Des Moines, Iowa 
March 1, 2022
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Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors of
American Equity Investment Life Holding Company

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheet of American Equity Investment Life Holding Company and subsidiaries (the 
Company) as of December 31, 2021, the related consolidated statements of operations, comprehensive income (loss), changes in stockholders' 
equity and cash flows for the year ended December 31, 2021, and the related notes and financial statement schedules I to IV (collectively 
referred to as the “consolidated financial statements”).  In our opinion, the consolidated financial statements present fairly, in all material 
respects, the financial position of the Company at December 31, 2021, and the results of its operations and its cash flows for the year ended 
December 31, 2021, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the 
Company’s internal control over financial reporting as of December 31, 2021, based on criteria established in Internal Control-Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework) and our report dated 
March 1, 2022 expressed an unqualified opinion thereon.

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 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.  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 consolidated 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.

Deferred Policy Acquisition Costs (DAC), Deferred Sales Inducements (DSI) and liability for Lifetime 
Income Benefit Rider (LIBR)

Description of the Matter At December 31, 2021 DAC, DSI, and LIBR balances were $2.2 billion, $1.5 billion, and $2.9 billion, 
respectively.  As discussed in Note 1 to the consolidated financial statements, DAC and DSI are amortized over 
the lives of the policies in relation to the emergence of actual gross profits (AGPs) and estimated gross profits 
(EGPs).  The LIBR is based on the actual and present value of expected benefit payments to be paid in excess of 
projected policy values, and the excess is recognized over the expected lives of the underlying policies based on 
the actual and present value of expected assessments.  The expected assessments are calculated using the same 
assumptions used to determine DAC and DSI EGPs, including investment spreads, product charges, and fees.  
There is significant uncertainty inherent in calculating EGPs and expected assessments, as the calculation is 
sensitive to management’s best estimate of assumptions such as investment earned rate, the expected cost of 
annual call options, lapse, mortality, LIBR reset and LIBR utilization.  Management’s assumptions are adjusted, 
also known as unlocking, based on actual policyholder behavior and market experience and projecting for 
expected trends.  The unlocking results in amortization being recalculated using the new assumptions for 
estimated gross profits, resulting either in additional or less cumulative amortization expense.  Additionally, the 
LIBR is adjusted in a similar manner to unlocking of DAC and DSI to reflect the changes in management’s 
assumptions.

Auditing the valuation of the Company’s DAC, DSI and LIBR was complex because of the highly judgmental 
nature of the methods and determination of the assumptions applied to determine the EGPs and expected 
assessments.  The high degree of judgment was primarily due to the sensitivity of the EGPs and expected 
assessments to the methods and assumptions applied which have a significant effect on the valuation of DAC, 
DSI, and LIBR.
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How We Addressed the 
Matter in Our Audit

We obtained an understanding, evaluated the design and tested the operating effectiveness of the Company’s 
controls over management’s process for the development of the significant assumptions used in calculating the 
DAC and DSI EGPs, and assessments used in the valuation of LIBR.  These controls included, among others, 
the review and approval process management has in place for the development of the significant assumptions 
described above.

To evaluate the judgment used by management in determining the EGPs and expected assessments, among 
other procedures, we involved actuarial specialists and evaluated the methodology applied by management in 
determining the EGPs and expected assessments with those used in prior periods and the industry.  To evaluate 
the significant assumptions used by management, we compared policyholder behavior assumptions that we 
identified as being higher risk to prior actual experience, observable market data or management’s estimates of 
prospective changes in these assumptions.  We tested management’s recalculation of EGPs and performed 
independent recalculations of LIBR for a sample of policies, which we compared to the actuarial model used by 
management.

Fixed Index Annuity Embedded Derivative Liability

Description of the Matter As of December 31, 2021, the fair value of the Company’s fixed index annuity embedded derivative liability 
totaled $40.8 billion, net of coinsurance ceded.  The Company’s fixed index annuity contracts contain crediting 
features, where amounts credited to the contract’s account value are linked to the performance of certain market 
indices.  The index crediting feature is accounted for as an embedded derivative liability and reported at fair 
value as discussed in Notes 1 and 2 to the consolidated financial statements.  Management reviews the 
assumptions used to determine the fair value of the embedded derivative on a quarterly basis.

Auditing the valuation of the Company’s fixed index annuity embedded derivative was complex because of the 
highly judgmental nature of the determination of the assumptions required to determine the fair value of the 
embedded derivative.  In particular, the fair value was sensitive to the significant assumptions used to determine 
future policy growth including lapse, mortality, LIBR reset, LIBR utilization, and the expected cost of annual 
call options.

How We Addressed the 
Matter in Our Audit

We obtained an understanding, evaluated the design, and tested the operating effectiveness of the Company’s 
controls over management’s process for the development of the significant assumptions used in measuring the 
fair value of the embedded derivative for fixed index annuities.  These controls included, among others, the 
review and approval process management has in place for the development of the significant assumptions. 

To evaluate the judgment used by management in determining the assumptions used in measuring the fair value 
of the fixed index annuity embedded derivative, among other procedures, we involved actuarial specialists and 
evaluated the methodology applied by management in determining the fair value with those used in the prior 
period and in the industry.  To evaluate the significant assumptions used by management in the methodology 
applied, we compared policyholder behavior assumptions to prior actual experience and management’s estimate 
of prospective changes in the assumptions.  In addition, we compared the expected cost of annual call options to 
actual and historical cost of annual call options.  We performed an independent recalculation of the embedded 
derivative for a sample of policies for comparison with the actuarial model used by management.

/s/ Ernst & Young LLP  

We have served as the Company’s auditor since 2020.

Des Moines, Iowa 
March 1, 2022
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Report of Independent Registered Public Accounting Firm

To the Stockholders and Board of Directors
American Equity Investment Life Holding Company:

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheet of American Equity Investment Life Holding Company and subsidiaries (the 
Company) as of December 31, 2020, the related consolidated statements of operations, comprehensive income (loss), changes in 
stockholders’ equity, and cash flows for each of the years in the two‑year period ended December 31, 2020, and the related notes (and 
financial statement schedules I to IV) (collectively, the consolidated financial statements).  In our opinion, the consolidated financial 
statements present fairly, in all material respects, the financial position of the Company as of December 31, 2020, and the results of its 
operations and its cash flows for each of the years in the two‑year period ended December 31, 2020, in conformity with U.S. generally 
accepted accounting principles.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management.  Our responsibility is to express an opinion on 
these consolidated 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 consolidated financial statements are free of material misstatement, whether due to error or 
fraud.  Our audits included performing procedures to assess the risks of material misstatement of the consolidated 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 consolidated 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 consolidated financial 
statements.  We believe that our audits provide a reasonable basis for our opinion.

/s/ KPMG LLP

We served as the Company’s auditor from 2005 to 2020.

Des Moines, Iowa
March 1, 2021
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December 31,
2021 2020

Assets
Investments:

Fixed maturity securities, available for sale, at fair value (amortized cost of $46,999,183 as of 2021 and 
$42,304,736 as of 2020; allowance for credit losses of $2,846 as of 2021 and $64,771 as of 2020) $ 51,305,943 $ 47,538,893 

Mortgage loans on real estate (net of allowance for credit losses of $24,024 as of 2021 and $31,029 as of 
2020)  5,687,998  4,165,489 

Real estate investments related to consolidated variable interest entities  337,939  — 
Derivative instruments  1,277,480  1,310,954 
Other investments (2021 includes $168,711 related to consolidated variable interest entities)  1,767,144  590,078 

Total investments  60,376,504  53,605,414 

Cash and cash equivalents (2021 includes $23,763 related to consolidated variable interest entities)  4,508,982  9,095,522 
Coinsurance deposits (net of allowance for credit losses of $2,264 as of 2021 and $1,888 as of 2020)  8,850,608  4,844,927 
Accrued investment income (2021 includes $3 related to consolidated variable interest entities)  445,097  398,082 
Deferred policy acquisition costs  2,222,769  2,225,199 
Deferred sales inducements  1,546,073  1,448,375 
Income taxes recoverable  166,586  862 
Other assets (2021 includes $1,524 related to consolidated variable interest entities)  232,490  70,198 
Total assets $ 78,349,109 $ 71,688,579 

Liabilities and Stockholders' Equity
Liabilities:

Policy benefit reserves $ 65,477,778 $ 62,352,882 
Other policy funds and contract claims  226,844  240,904 
Notes payable  496,250  495,668 
Subordinated debentures  78,421  78,112 
Deferred income taxes  541,972  504,000 
Funds withheld for reinsurance liabilities  3,124,740  — 
Other liabilities (2021 includes $20,168 related to consolidated variable interest entities)  2,079,977  1,668,025 

Total liabilities  72,025,982  65,339,591 

Stockholders' equity:
Preferred stock, Series A; par value $1 per share; $400,000 aggregate liquidation preference; 20,000 shares 

authorized; issued and outstanding: 
     2021 - 16,000 shares; 
     2020 - 16,000 shares  16  16 
Preferred stock, Series B; par value $1 per share; $300,000 aggregate liquidation preference; 12,000 shares 

authorized; issued and outstanding: 
     2021 - 12,000 shares;
     2020 - 12,000 shares  12  12 

Common stock; par value $1 per share; 200,000,000 shares authorized; issued and outstanding: 
     2021 - 92,513,517 shares (excluding 9,936,715 treasury shares); 
     2020 - 95,720,622 shares (excluding 6,516,525 treasury shares)  92,514  95,721 
Additional paid-in capital  1,614,374  1,681,127 
Accumulated other comprehensive income  1,848,789  2,203,557 
Retained earnings  2,767,422  2,368,555 

Total stockholders' equity  6,323,127  6,348,988 
Total liabilities and stockholders' equity $ 78,349,109 $ 71,688,579 

See accompanying notes to consolidated financial statements.

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Dollars in thousands, except share and per share data)
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Year Ended December 31,
2021 2020 2019

Revenues:
Premiums and other considerations $ 58,202 $ 39,382 $ 23,534 
Annuity product charges  242,631  251,227  240,035 
Net investment income  2,037,475  2,182,078  2,307,635 
Change in fair value of derivatives  1,348,735  34,666  906,906 
Net realized gains (losses) on investments  (13,242)  (80,680)  6,962 
Other than temporary impairment (OTTI) losses on investments:

Total OTTI losses  —  —  (18,511) 
Portion of OTTI losses recognized from other comprehensive income  —  —  (215) 
Net OTTI losses recognized in operations  —  —  (18,726) 

Other revenue  15,670  —  — 
Loss on extinguishment of debt  —  (2,024)  (2,001) 

Total revenues  3,689,471  2,424,649  3,464,345 

Benefits and expenses:
Insurance policy benefits and change in future policy benefits  67,983  49,742  35,418 
Interest sensitive and index product benefits  2,681,406  1,543,270  1,287,576 
Amortization of deferred sales inducements  152,692  438,164  88,585 
Change in fair value of embedded derivatives  (358,302)  (1,286,787)  1,454,042 
Interest expense on notes payable  25,581  25,552  25,525 
Interest expense on subordinated debentures  5,324  5,557  15,764 
Amortization of deferred policy acquisition costs  268,328  649,554  87,717 
Other operating costs and expenses  243,712  183,636  154,153 

Total benefits and expenses  3,086,724  1,608,688  3,148,780 
Income before income taxes  602,747  815,961  315,565 
Income tax expense  128,755  144,501  69,475 
Net income  473,992  671,460  246,090 
Less: Preferred stock dividends  43,675  33,515  — 
Net income available to common stockholders $ 430,317 $ 637,945 $ 246,090 

Earnings per common share $ 4.58 $ 6.93 $ 2.70 
Earnings per common share - assuming dilution $ 4.55 $ 6.90 $ 2.68 

Weighted average common shares outstanding (in thousands):
Earnings per common share  93,860  92,055  91,139 
Earnings per common share - assuming dilution  94,491  92,392  91,782 

See accompanying notes to consolidated financial statements.

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollars in thousands, except per share data)
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Year Ended December 31,
2021 2020 2019

Net income $ 473,992 $ 671,460 $ 246,090 
Other comprehensive income (loss):

Change in net unrealized investment gains/losses (1)  (441,008)  1,058,289  1,765,107 
Noncredit component of OTTI losses (1)  —  —  103 
Reclassification of unrealized investment gains/losses to net income (1)  (4,044)  16,690  8,323 

Other comprehensive income (loss) before income tax  (445,052)  1,074,979  1,773,533 
Income tax effect related to other comprehensive income (loss)  90,284  (225,746)  (372,472) 
Other comprehensive income (loss)  (354,768)  849,233  1,401,061 
Comprehensive income $ 119,224 $ 1,520,693 $ 1,647,151 

(1) Net of related adjustments to amortization of deferred sales inducements, deferred policy acquisition costs and policy benefit reserves.

See accompanying notes to consolidated financial statements.

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Dollars in thousands)
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Preferred
Stock

Common
Stock

Additional
Paid-in
Capital

Accumulated
Other

Comprehensive
Income (Loss)

Retained
Earnings

Total
Stockholders'

Equity
Balance at December 31, 2018 $ — $ 90,369 $ 811,186 $ (46,737) $ 1,549,978 $ 2,404,796 
Net income for the year  —  —  —  —  246,090  246,090 
Other comprehensive income  —  —  —  1,401,061  —  1,401,061 
Issuance of preferred stock  16  —  388,877  —  —  388,893 
Share-based compensation  —  —  11,295  —  —  11,295 
Issuance of common stock  —  738  953  —  —  1,691 
Dividends on common stock ($0.30 per share)  —  —  —  —  (27,304)  (27,304) 
Balance at December 31, 2019  16  91,107  1,212,311  1,354,324  1,768,764  4,426,522 
Net income for the year  —  —  —  —  671,460  671,460 
Other comprehensive income  —  —  —  849,233  —  849,233 
Issuance of preferred stock  12  —  290,248  —  —  290,260 
Share-based compensation  —  —  10,215  —  —  10,215 
Issuance of common stock  —  10,053  328,008  —  —  338,061 
Treasury stock acquired, common  —  (5,439)  (159,655)  —  —  (165,094) 
Cumulative effect of change in accounting principle  —  —  —  —  (9,295)  (9,295) 
Dividends on preferred stock  —  —  —  —  (33,515)  (33,515) 
Dividends on common stock ($0.32 per share)  —  —  —  —  (28,859)  (28,859) 
Balance at December 31, 2020  28  95,721  1,681,127  2,203,557  2,368,555  6,348,988 
Net income for the year  —  —  —  —  473,992  473,992 
Other comprehensive loss  —  —  —  (354,768)  —  (354,768) 
Share-based compensation  —  —  24,601  —  —  24,601 
Issuance of common stock  —  460  4,394  —  —  4,854 
Treasury stock acquired, common  —  (3,667)  (95,748)  —  —  (99,415) 
Dividends on preferred stock  —  —  —  —  (43,675)  (43,675) 
Dividends on common stock ($0.34 per share)  —  —  —  —  (31,450)  (31,450) 
Balance at December 31, 2021 $ 28 $ 92,514 $ 1,614,374 $ 1,848,789 $ 2,767,422 $ 6,323,127 

See accompanying notes to consolidated financial statements.

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

(Dollars in thousands, except per share data)
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Operating activities
Net income $ 473,992 $ 671,460 $ 246,090 
Adjustments to reconcile net income to net cash provided by operating activities:

Interest sensitive and index product benefits  2,681,406  1,543,270  1,287,576 
Amortization of deferred sales inducements  152,692  438,164  88,585 
Annuity product charges  (242,631)  (251,227)  (240,035) 
Change in fair value of embedded derivatives  (358,302)  (1,286,787)  1,454,042 
Change in traditional life and accident and health insurance reserves  40,090  8,694  (3,546) 
Policy acquisition costs deferred  (307,857)  (255,154)  (422,516) 
Amortization of deferred policy acquisition costs  268,328  649,554  87,717 
Provision for depreciation and other amortization  5,527  5,199  4,068 
Amortization of discounts and premiums on investments  19,861  57,437  25,846 
Loss on extinguishment of debt  —  2,024  2,001 
Realized gains/losses on investments  13,242  80,680  11,764 
Change in fair value of derivatives  (1,348,704)  (34,668)  (906,201) 
Distributions from equity method investments  12,409  1,968  2,753 
Deferred income taxes  128,423  141,071  56,947 
Share-based compensation  24,601  10,215  11,295 
Change in accrued investment income  (47,015)  74,744  (4,097) 
Change in income taxes recoverable/payable  (165,724)  (1,291)  26,966 
Change in other assets  (4,464)  (849)  (5,607) 
Change in other policy funds and contract claims  (19,809)  (21,865)  (21,971) 
Change in collateral held for derivatives  17,423  (72,413)  1,190,656 
Change in collateral held for securities lending  —  (495,039)  495,101 
Change in funds withheld from reinsurers  3,124,740  —  — 
Change in other liabilities  (221,726)  38,995  (28,607) 
Other  (13,338)  804  (7,425) 

Net cash provided by operating activities  4,233,164  1,304,986  3,351,402 

Investing activities
Sales, maturities, or repayments of investments:

Fixed maturity securities - available for sale  4,490,736  8,291,316  3,266,821 
Mortgage loans on real estate  862,666  378,812  294,356 
Derivative instruments  2,260,959  860,520  657,885 
Other investments  368,837  4,324  472,549 

Acquisitions of investments:
Fixed maturity securities - available for sale  (9,206,733)  (2,429,114)  (5,509,314) 
Mortgage loans on real estate  (2,386,712)  (1,121,756)  (799,037) 
Real estate investments acquired  (335,767)  —  — 
Derivative instruments  (748,061)  (730,333)  (823,077) 
Other investments  (1,512,123)  (105,925)  (611,047) 

Purchases of property, furniture and equipment  (18,109)  (13,240)  (4,022) 
Net cash provided by (used in) investing activities  (6,224,307)  5,134,604  (3,054,886) 

Year Ended December 31,
2021 2020 2019

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)
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Financing activities
Receipts credited to annuity policyholder account balances $ 5,910,024 $ 3,648,936 $ 4,951,211 
Coinsurance deposits  (3,187,332)  430,644  91,238 
Return of annuity policyholder account balances  (5,145,193)  (4,040,054)  (3,584,960) 
Repayment of subordinated debentures  —  (81,450)  (88,160) 
Net proceeds from (repayments of) amounts due under repurchase agreements  —  —  (109,298) 
Proceeds from issuance of common stock, net  4,854  338,061  1,691 
Acquisition of treasury stock  (99,415)  (165,094)  — 
Proceeds from issuance of preferred stock, net  —  290,260  388,893 
Change in checks in excess of cash balance  (3,210)  3,611  29,169 
Dividends paid on common stock  (31,450)  (28,859)  (27,304) 
Dividends paid on preferred stock  (43,675)  (33,515)  — 
Net cash provided by (used in) financing activities  (2,595,397)  362,540  1,652,480 
Increase (decrease) in cash and cash equivalents  (4,586,540)  6,802,130  1,948,996 
Cash and cash equivalents at beginning of year  9,095,522  2,293,392  344,396 
Cash and cash equivalents at end of year $ 4,508,982 $ 9,095,522 $ 2,293,392 

Supplemental disclosures of cash flow information
Cash paid during the year for:

Interest expense $ 30,000 $ 31,427 $ 42,879 
Income taxes  165,537  4,842  28,413 

Non-cash operating activity:
Deferral of sales inducements  95,160  93,610  177,941 

Year Ended December 31,
2021 2020 2019

See accompanying notes to consolidated financial statements.

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
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AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.     Significant Accounting Policies

Nature of Operations

American Equity Investment Life Holding Company ("we", "us", "our" or "parent company"), through its wholly-owned subsidiaries, 
American Equity Investment Life Insurance Company ("American Equity Life"), American Equity Investment Life Insurance Company of 
New York ("American Equity Life of New York") and Eagle Life Insurance Company ("Eagle Life"), is licensed to sell insurance products in 
50 states and the District of Columbia at December 31, 2021.  We operate solely in the insurance business.

We market fixed index and fixed rate annuities.  Annuity deposits (net of coinsurance) collected in 2021, 2020 and 2019, by product type 
were as follows: 

Year Ended December 31,
Product Type 2021 2020 2019

(Dollars in thousands)
Fixed index annuities $ 3,026,211 $ 2,309,580 $ 4,603,490 
Annual reset fixed rate annuities  6,000  7,846  10,665 
Multi-year fixed rate annuities  2,452,994  1,295,843  47,016 
Single premium immediate annuities (SPIA)  59,816  33,461  12,002 

$ 5,545,021 $ 3,646,730 $ 4,673,173 

Agents contracted with us through two national marketing organizations accounted for more than 10% of annuity deposits we collected during 
2021 representing 14% and 11%, individually, of the annuity deposits collected.  Agents contracted with us through two national marketing
organization accounted for more than 10% of annuity deposits we collected during 2020 representing 17% and 10%, individually, of the 
annuity deposits collected.  Agents contracted with us through two national marketing organization accounted for more than 10% of annuity 
deposits we collected during 2019 representing 24% and 14%, individually, of the annuity deposits collected. 

Consolidation and Basis of Presentation

The consolidated financial statements include our accounts and our wholly-owned subsidiaries:  American Equity Life, American Equity Life 
of New York, Eagle Life, AERL, L.C., AE Capital, LLC., American Equity Investment Properties, L.C., High Trestle Investment 
Management, LLC., AEL RE Vermont, Inc., AEL Re Bermuda, Ltd, and NC Securities Holdco, LLC.  All significant intercompany accounts 
and transactions have been eliminated.  

In addition, our consolidated financial statements include variable interest entities (VIEs) in which we are the primary beneficiary.  We have 
relationships with various special purpose entities and other legal entities that must be evaluated to determine if the entities meet the criteria 
of a VIE.  This assessment is performed by reviewing contractual, ownership and other rights and requires use of judgment.  First, we 
determine if we hold a variable interest in an entity by assessing if we have the right to receive expected losses and expected residual returns 
of the entity.  If we hold a variable interest, then the entity is assessed to determine if it is a VIE.  An entity is a VIE if the equity at risk is not 
sufficient to support its activities, if the equity holders lack a controlling financial interest or if the entity is structured with non-substantive 
voting rights.  In addition to the previous criteria, if the entity is a limited partnership or similar entity, it is a VIE if the limited partners do not 
have the power to direct the entity’s most significant activities through substantive kick-out rights or participating rights.  A VIE is evaluated 
to determine the primary beneficiary.  The primary beneficiary of a VIE is the enterprise with (1) the power to direct the activities of a VIE 
that most significantly impact the entity's economic performance and (2) the obligation to absorb losses of the entity or the right to receive 
benefits from the entity that could potentially be significant to the VIE.  When we are the primary beneficiary, we are required to consolidate 
the entity in our financial statements.  We reassess our involvement with VIEs on a quarterly basis.  For further information about VIEs, refer 
to Note 6 – Variable Interest Entities.

Estimates and Assumptions

The preparation of consolidated financial statements in conformity with U.S. generally accepted accounting principles ("GAAP") requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the reporting 
period.  Significant estimates and assumptions are utilized in the calculation of deferred policy acquisition costs, deferred sales inducements, 
policy benefit reserves, including the liability for lifetime income benefit riders and the fair value of embedded derivatives in fixed index 
annuity contracts, valuation of derivatives, valuation of investments, allowances for credit losses on available-for-sale fixed maturity 
securities, allowances for loan losses on mortgage loans and valuation allowances on deferred tax assets.  A description of each critical 
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estimate is incorporated within the discussion of the related accounting policies which follow.  It is reasonably possible that actual experience 
could differ from the estimates and assumptions utilized.

Investments

Fixed maturity securities (bonds maturing more than one year after issuance) that may be sold prior to maturity are classified as available for 
sale.  Available for sale securities are reported at fair value and unrealized gains and losses, if any, on these securities are included directly in 
a separate component of stockholders' equity, net of income taxes and certain adjustments for assumed changes in amortization of deferred 
policy acquisition costs, deferred sales inducements and policy benefit reserves.  Fair values, as reported herein, of fixed maturity securities 
are based on quoted market prices in active markets when available, or for those fixed maturity securities not actively traded, yield data and 
other factors relating to instruments or securities with similar characteristics are used.  See Note 3 - Fair Value of Financial Instruments for 
more information on the determination of fair value.  Premiums and discounts are amortized/accrued using methods which result in a constant 
yield over the securities' expected lives.  Amortization/accrual of premiums and discounts on residential and commercial mortgage backed 
securities incorporate prepayment assumptions to estimate the securities' expected lives.  Interest income is recognized as earned.

Beginning in 2020, available-for-sale fixed maturity securities are subject to an allowance for credit loss and changes in the allowance are 
reported in net income as a component of net realized losses on investments.  Prior to 2020, the amortized cost of available-for-sale fixed 
maturity securities was adjusted for declines in value that were other than temporary and impairments in value deemed to be other than 
temporary were reported as other than temporary impairment losses on investments.  See Note 4 - Investments for further discussion of the 
allowance for credit losses on available-for-sale fixed maturity securities and other than temporary impairment losses.

Mortgage loans on real estate are reported at cost adjusted for amortization of premiums and accrual of discounts and net of valuation 
allowances.  Interest income is recorded when earned; however, interest ceases to accrue for loans on which interest is more than 90 days past 
due based upon contractual terms and/or when the collection of interest is not considered probable.  Interest income on impaired loans is 
recorded on a cash basis.  Any changes in the loan valuation allowances are reported in net realized losses on investments.  See Note 5 - 
Mortgage Loans on Real Estate for further discussion of the valuation allowance on the mortgage loan portfolios.

Beginning in 2021, we held residential real estate investments through consolidation of an investment company VIE.  As this is an investment 
company VIE, the residential real estate investments are reported at fair value and the change in fair value on these investments is reported in 
net income as a component of net investment income.  Fair values of residential real estate investments are initially based on the cost to 
purchase the properties and subsequently based on a discounted cash flow methodology.  See Note 3 – Fair Values of Financial Instruments 
for more information on the determination of fair value.  The residential real estate investments are leased to renters through operating lease 
arrangements.  Rental income is recognized on a straight-line basis over the term of the respective leases.

Other invested assets include company owned life insurance, equity securities, limited partnerships accounted for using the equity method, 
short-term debt securities with maturities of greater than three months but less than twelve months when purchased, and short-term loans with 
maturities less than one year.  Company owned life insurance is recorded at the amount that can be realized under the insurance contract at the 
end of the reporting period, which is the cash surrender value adjusted for other charges or other amounts due that are probable at settlement.  
Dividends are recognized when declared. 

Realized gains and losses on sales of investments are determined on the basis of specific identification based on the trade date.

Derivative Instruments

Our derivative instruments include call options used to fund fixed index annuity credits.  Prior to the redemption of our floating rate 
subordinated debentures in 2019 and 2020, our derivative instruments also included an interest rate swap and interest rate caps which were 
used to manage interest rate risk associated with the floating rate component on certain of our subordinated debentures.  All of our derivative 
instruments are recognized in the balance sheet at fair value and changes in fair value are recognized immediately in operations.  See Note 7 - 
Derivative Instruments for more information on derivative instruments.

Cash and Cash Equivalents

We consider all highly liquid debt instruments purchased with an original maturity of three months or less to be cash equivalents.

Book Overdrafts

Under our cash management system, checks issued but not yet presented to banks frequently result in overdraft balances for accounting 
purposes and are classified as Other liabilities on our consolidated balance sheets.  We report the changes in the amount of the overdraft 
balance as a financing activity in our consolidated statement of cash flows as Change in checks in excess of cash balance.

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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Deferred Policy Acquisition Costs and Deferred Sales Inducements

For annuity products, these costs are being amortized in proportion to actual and expected gross profits.  Actual and expected gross profits 
include the the excess of net investment income earned over the interest credited or the cost of providing index credits to the policyholders, or 
the "investment spread"; and to a lesser extent, product charges and fees net of expected excess payments for lifetime income benefit riders 
and certain policy expenses.  Actual and expected gross profits for fixed index annuities also include the impact of amounts recorded for the 
change in fair value of derivatives and the change in fair value of embedded derivatives.  Current period amortization is adjusted 
retrospectively through an unlocking process when estimates of actual and expected gross profits (including the impact of net realized gains 
(losses) on investments) to be realized from a group of products are revised.  Deferred policy acquisition costs and deferred sales inducements 
are also adjusted for the change in amortization that would have occurred if available for sale fixed maturity securities had been sold at their 
aggregate fair value at the end of the reporting period and the proceeds reinvested at current yields.  The impact of this adjustment is included 
in accumulated other comprehensive income (loss) within consolidated stockholders' equity, net of applicable taxes.  See Note 8 - Deferred 
Policy Acquisition Costs, Deferred Sales Inducements and Liability for Lifetime Income Benefit Riders for more information on deferred 
policy acquisition costs and deferred sales inducements.

Policy Benefit Reserves

Policy benefit reserves for fixed index annuities with returns linked to the performance of a specified market index are equal to the sum of the 
fair value of the embedded derivatives and the host (or guaranteed) component of the contracts.  The host value is established at inception of 
the contract and accreted over the policy's life at a constant rate of interest.  Future policy benefit reserves for fixed index annuities earning a 
fixed rate of interest and other deferred annuity products are computed under a retrospective deposit method and represent policy account 
balances before applicable surrender charges.  For the years ended December 31, 2021, 2020 and 2019, interest crediting rates for these 
products ranged from 1.45% to 2.65%. 

The liability for lifetime income benefit riders is based on the actual and present value of expected benefit payments to be paid in excess of 
projected policy values recognizing the excess over the expected lives of the underlying policies based on the actual and present value of 
expected assessments including investment spreads, product charges and fees.  The inputs used in the calculation of the liability for lifetime 
income benefit riders include actual policy values, actual income account values, actual payout factors, actual roll-up rates and our best 
estimate assumptions for future policy growth, expected utilization of lifetime income benefit riders, which includes the ages at which 
policyholders are expected to elect to begin to receive lifetime income benefit payments and the percentage of policyholders who elect to 
receive lifetime income benefit payments, the type of income benefit payments selected upon election and future assumptions for lapse, 
partial withdrawal and mortality rates.  See Note 8 - Deferred Policy Acquisition Costs, Deferred Sales Inducements and Liability for Lifetime 
Income Benefit Riders for more information on lifetime income benefit rider reserves.

Policy benefit reserves are not reduced for amounts ceded under coinsurance agreements which are reported as coinsurance deposits on our 
consolidated balance sheets.  See Note 9 - Reinsurance and Policy Provisions for more information on reinsurance.

Deferred Income Taxes

Deferred income tax assets or liabilities are computed based on the temporary differences between the financial statement and income tax 
bases of assets and liabilities using the enacted marginal tax rate.  The effect on deferred income tax assets and liabilities resulting from a 
change in the enacted marginal tax rate is recognized in income in the period that includes the enactment date.  Deferred income tax expenses 
or benefits are based on the changes in the asset or liability from period to period.  Deferred income tax assets are subject to ongoing 
evaluation of whether such assets will more likely than not be realized.  The realization of deferred income tax assets primarily depends on 
generating future taxable income during the periods in which temporary differences become deductible.  Deferred income tax assets are 
reduced by a valuation allowance if, based on the weight of available evidence, it is more likely than not that some portion or all of the 
deferred tax asset will not be realized.  In making such a determination, all available positive and negative evidence, including scheduled 
reversals of deferred tax liabilities, projected future taxable income, tax planning strategies and recent financial operations, is considered.  The 
realization of deferred income tax assets related to unrealized losses on available-for-sale fixed maturity securities is also based upon our 
intent and ability to hold those securities for a period of time sufficient to allow for a recovery in fair value and not realize the unrealized loss. 
See Note 10 - Income Taxes for more information on deferred income taxes.

Recognition of Premium Revenues and Costs

Revenues for annuity products include surrender and living income benefit rider charges assessed against policyholder account balances 
during the period.  Interest sensitive and index product benefits related to annuity products include interest credited or index credits to 
policyholder account balances pursuant to accounting by insurance companies for certain long-duration contracts.  The change in fair value of 
the embedded derivatives for fixed index annuities equals the change in the difference between policy benefit reserves for fixed index 
annuities computed under the derivative accounting standard and the long-duration contracts accounting standard at each balance sheet date.

Considerations from immediate annuities and supplemental contract annuities with life contingencies are recognized as revenue when the 
policy is issued.

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY
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All insurance-related revenues, including the change in the fair value of derivatives for call options related to the business ceded under 
coinsurance agreements (see Note 9 - Reinsurance and Policy Provisions), benefits, losses and expenses are reported net of reinsurance ceded.

Other Comprehensive Income (Loss)

Other comprehensive income (loss) includes all changes in stockholders' equity during a period except those resulting from investments by 
and distributions to stockholders.  Other comprehensive income (loss) excludes net realized investment gains (losses) included in net income 
which merely represents transfers from unrealized to realized gains and losses.

Reclassifications

Certain amounts in the prior years' consolidated financial statements and related footnotes thereto have been reclassified to conform with the 
current year presentation.

Adopted Accounting Pronouncements

In June 2016, the Financial Accounting Standards Board ("FASB") issued an accounting standards update ("ASU") that significantly changed 
the impairment model for most financial assets that are measured at amortized cost and certain other instruments from an incurred loss model 
to an expected loss model that requires these assets be presented at the net amount expected to be collected.  In addition, credit losses on 
available-for-sale debt securities are recorded through an allowance account subsequent to the adoption of this ASU.  We adopted this ASU 
on January 1, 2020.  The adoption of this ASU resulted in an increase in our mortgage loan allowance for credit losses of $8.6 million and the 
recognition of an allowance for credit losses on our reinsurance recoverable/coinsurance deposits balances of $3.2 million on the date of 
adoption.  Retained earnings was decreased by $9.3 million, which reflects the net of tax impact of the increase in the mortgage loan 
allowance for credit losses and the recognition of an allowance for credit losses on our reinsurance recoverable/coinsurance deposits balances 
on the date of adoption.

New Accounting Pronouncements

In August 2018, the FASB issued an ASU that revises certain aspects of the measurement models and disclosure requirements for long 
duration insurance and investment contracts.  The FASB’s objective in issuing this ASU is to improve, simplify, and enhance the accounting 
for long-duration contracts.  The revisions include updating cash flow assumptions in the calculation of the liability for traditional life 
products, introducing the term ‘market risk benefit’ ("MRB") and requiring all contract features meeting the definition of an MRB to be 
measured at fair value and simplifying the method used to amortize deferred policy acquisition costs and deferred sales inducements to a 
constant basis over the expected term of the related contracts rather than based on actual and estimated gross profits and enhancing disclosure 
requirements.  While this ASU is effective for us on January 1, 2023, the transition date (the remeasurement date) is January 1, 2021.  Early 
adoption of this ASU is permitted.  We are in the process of evaluating the impact this guidance will have on our consolidated financial 
statements.  

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY
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2.  Revision of Immaterial Misstatement in Prior Year Financial Statements

Management identified an error in the Company's historical financial statements as further described below.  In accordance with the guidance 
set forth in SEC Staff Accounting Bulletin No. 99, Materiality, and SEC Staff Accounting Bulletin No. 108, Considering the Effects of Prior 
Year Misstatements when Quantifying Misstatements in Current Year Financial Statements, management concluded that the error was not 
material to the consolidated financial statements as presented in the Company's quarterly and annual financial statements that had been 
previously filed in the Company's Quarterly Reports on Form 10-Q and Annual Reports on Form 10-K.  As a result, amendment of such 
reports is not required.  The Company revised the previously issued annual consolidated financial statements in this Form 10-K to correct this 
error.  

The corrected immaterial error was in the calculation of the impact of unrealized gains and losses on lifetime income benefit reserves as of 
December 31, 2020 determined in the first quarter of 2021.  This immaterial error resulted in an increase in the lifetime income benefit 
reserves which are included in policy benefit reserves in the consolidated balance sheet, an increase in the deferred policy acquisition costs 
and deferred sales inducements and a decrease in deferred income taxes with an offsetting change in accumulated other comprehensive 
income which is a component of total stockholders' equity.  The immaterial error had no impact on the consolidated statement of operations or 
consolidated statement of cash flows.

The effect of the revisions on the Company's previously issued financial statements are provided in the tables below.  Amounts throughout the 
consolidated financial statements and notes thereto have been adjusted to incorporate the revised amounts, where applicable.  The following 
tables reconcile selected lines from the Company's year-end December 31, 2020 consolidated balance sheet and the years ended December 31, 
2020 and 2019 consolidated statement of comprehensive income from the previously reported amounts to the revised amounts.

Revised Consolidated Balance Sheet Year Ended December 31, 2020
As Reported Adjustment As Revised

(Dollars in thousands)
Assets

Deferred policy acquisition costs $ 2,045,812 $ 179,387 $ 2,225,199 
Deferred sales inducements  1,328,857  119,518  1,448,375 

Total assets  71,389,674  298,905  71,688,579 

Liabilities and Stockholders' Equity
Liabilities:

Policy benefit reserves  61,768,246  584,636  62,352,882 
Deferred income taxes  564,003  (60,003)  504,000 

Total liabilities  64,814,958  524,633  65,339,591 
Stockholders' equity:

Accumulated other comprehensive income  2,429,285  (225,728)  2,203,557 
Total stockholders' equity  6,574,716  (225,728)  6,348,988 
Total liabilities and stockholders' equity  71,389,674  298,905  71,688,579 

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY
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Revised Consolidated Statement of Comprehensive Income Year Ended December 31, 2020
As Reported Adjustment As Revised

(Dollars in thousands)
Other comprehensive income:

Change in net unrealized investment gains/losses (1) $ 1,162,252 $ (103,963) $ 1,058,289 
Other comprehensive income before income tax  1,178,942  (103,963)  1,074,979 
Income tax effect related to other comprehensive income  (247,578)  21,832  (225,746) 
Other comprehensive income  931,364  (82,131)  849,233 
Comprehensive income  1,602,824  (82,131)  1,520,693 

Year Ended December 31, 2019
As Reported Adjustment As Revised

(Dollars in thousands)
Other comprehensive income:

Change in net unrealized investment gains/losses (1) $ 1,954,044 $ (188,937) $ 1,765,107 
Other comprehensive income before income tax  1,962,470  (188,937)  1,773,533 
Income tax effect related to other comprehensive income  (412,117)  39,645  (372,472) 
Other comprehensive income  1,550,353  (149,292)  1,401,061 
Comprehensive income  1,796,443  (149,292)  1,647,151 

(1) Net of related adjustments to amortization of deferred sales inducements, deferred policy acquisition costs and policy benefit reserves
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3.     Fair Values of Financial Instruments

The following sets forth a comparison of the carrying amounts and fair values of our financial instruments:

December 31,
2021 2020

Carrying
Amount Fair Value

Carrying
Amount Fair Value

(Dollars in thousands)
Assets
Fixed maturity securities, available for sale $ 51,305,943 $ 51,305,943 $ 47,538,893 $ 47,538,893 
Mortgage loans on real estate  5,687,998  5,867,227  4,165,489  4,327,885 
Real estate investments  337,939  337,939  —  — 
Derivative instruments  1,277,480  1,277,480  1,310,954  1,310,954 
Other investments  1,767,144  1,767,144  590,078  590,078 
Cash and cash equivalents  4,508,982  4,508,982  9,095,522  9,095,522 
Coinsurance deposits  8,850,608  7,938,292  4,844,927  4,411,051 

Liabilities
Policy benefit reserves  65,076,041  56,375,076  61,406,599  52,928,174 
Single premium immediate annuity (SPIA) benefit reserves  226,207  235,891  240,226  247,679 
Notes payable  496,250  569,485  495,668  567,345 
Subordinated debentures  78,421  93,721  78,112  87,951 

Fair value is the price that would be received to sell an asset or paid to transfer a liability (exit price) in an orderly transaction between market 
participants at the measurement date.  The objective of a fair value measurement is to determine that price for each financial instrument at 
each measurement date.  We meet this objective using various methods of valuation that include market, income and cost approaches.

We categorize our financial instruments into three levels of fair value hierarchy based on the priority of inputs used in determining fair value.  
The hierarchy defines the highest priority inputs (Level 1) as quoted prices in active markets for identical assets or liabilities.  The lowest 
priority inputs (Level 3) are our own assumptions about what a market participant would use in determining fair value such as estimated 
future cash flows.  In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy.  In such 
cases, a financial instrument's level within the fair value hierarchy is based on the lowest level of input that is significant to the fair value 
measurement.  Our assessment of the significance of a particular input to the fair value measurement in its entirety requires judgment and 
considers factors specific to the financial instrument.  We categorize financial assets and liabilities recorded at fair value in the consolidated 
balance sheets as follows:

Level 1 - Quoted prices are available in active markets for identical financial instruments as of the reporting date.  We do not adjust 
the quoted price for these financial instruments, even in situations where we hold a large position and a sale could 
reasonably impact the quoted price.

Level 2 - Quoted prices in active markets for similar financial instruments, quoted prices for identical or similar financial instruments 
in markets that are not active; and models and other valuation methodologies using inputs other than quoted prices that are 
observable.

Level 3 - Models and other valuation methodologies using significant inputs that are unobservable for financial instruments and 
include situations where there is little, if any, market activity for the financial instrument.  The inputs into the determination 
of fair value require significant management judgment or estimation.  Financial instruments that are included in Level 3 are 
securities for which no market activity or data exists and for which we used discounted expected future cash flows with our 
own assumptions about what a market participant would use in determining fair value.

Transfers of securities among the levels occur at times and depend on the type of inputs used to determine fair value of each security.  
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Our assets and liabilities which are measured at fair value on a recurring basis as of December 31, 2021 and 2020 are presented below based 
on the fair value hierarchy levels:

Total
Fair Value

Quoted 
Prices

in Active
Markets
(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

(Dollars in thousands)
December 31, 2021
Assets
Fixed maturity securities, available for sale:

United States Government full faith and credit $ 37,793 $ 32,737 $ 5,056 $ — 
United States Government sponsored agencies  1,040,953  —  1,040,953  — 
United States municipalities, states and territories  3,927,201  —  3,927,201  — 
Foreign government obligations  402,545  —  402,545  — 
Corporate securities  34,660,234  32,700  34,627,534  — 
Residential mortgage backed securities  1,125,049  —  1,125,049  — 
Commercial mortgage backed securities  4,840,311  —  4,840,311  — 
Other asset backed securities  5,271,857  —  5,271,857  — 

Other investments: equity securities  12,226  —  5,877  6,349 
Real estate investments  337,939  —  —  337,939 
Derivative instruments  1,277,480  —  1,277,480  — 
Cash and cash equivalents  4,508,982  4,508,982  —  — 

$ 57,442,570 $ 4,574,419 $ 52,523,863 $ 344,288 
Liabilities
Fixed index annuities - embedded derivatives $ 7,964,961 $ — $ — $ 7,964,961 

December 31, 2020
Assets
Fixed maturity securities, available for sale:

United States Government full faith and credit $ 39,771 $ 33,940 $ 5,831 $ — 
United States Government sponsored agencies  1,039,551  —  1,039,551  — 
United States municipalities, states and territories  3,776,131  —  3,776,131  — 
Foreign government obligations  202,706  —  202,706  — 
Corporate securities  31,156,827  8  31,156,819  — 
Residential mortgage backed securities  1,512,831  —  1,512,831  — 
Commercial mortgage backed securities  4,261,227  —  4,261,227  — 
Other asset backed securities  5,549,849  —  5,549,849  — 

Derivative instruments  1,310,954  —  1,310,954  — 
Cash and cash equivalents  9,095,522  9,095,522  —  — 

$ 57,945,369 $ 9,129,470 $ 48,815,899 $ — 
Liabilities
Fixed index annuities - embedded derivatives $ 7,938,281 $ — $ — $ 7,938,281 
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The following methods and assumptions were used in estimating the fair values of financial instruments during the periods presented in these 
consolidated financial statements.

Fixed maturity securities

The fair values of fixed maturity securities in an active and orderly market are determined by utilizing independent pricing services.  The 
independent pricing services incorporate a variety of observable market data in their valuation techniques, including:

• reported trading prices,
• benchmark yields,
• broker-dealer quotes,
• benchmark securities,
• bids and offers,
• credit ratings,
• relative credit information, and
• other reference data.

The independent pricing services also take into account perceived market movements and sector news, as well as a security's terms and 
conditions, including any features specific to that issue that may influence risk and marketability.  Depending on the security, the priority of 
the use of observable market inputs may change as some observable market inputs may not be relevant or additional inputs may be necessary.  

The independent pricing services provide quoted market prices when available.  Quoted prices are not always available due to market 
inactivity.  When quoted market prices are not available, the third parties use yield data and other factors relating to instruments or securities 
with similar characteristics to determine fair value for securities that are not actively traded.  We generally obtain one value from our primary 
external pricing service.  In situations where a price is not available from this service, we may obtain quotes or prices from additional parties 
as needed.  Market indices of similar rated asset class spreads are considered for valuations and broker indications of similar securities are 
compared.  Inputs used by the broker include market information, such as yield data and other factors relating to instruments or securities with 
similar characteristics.  Valuations and quotes obtained from third party commercial pricing services are non-binding and do not represent 
quotes on which one may execute the disposition of the assets.  

We validate external valuations at least quarterly through a combination of procedures that include the evaluation of methodologies used by 
the pricing services, comparison of the prices to a secondary pricing source, analytical reviews and performance analysis of the prices against 
trends, and maintenance of a securities watch list.  Additionally, as needed we utilize discounted cash flow models or perform independent 
valuations on a case-by-case basis using inputs and assumptions similar to those used by the pricing services.  Although we do identify 
differences from time to time as a result of these validation procedures, we did not make any significant adjustments as of December 31, 2021 
and 2020.

Mortgage loans on real estate

Mortgage loans on real estate are not measured at fair value on a recurring basis.  The fair values of mortgage loans on real estate are 
calculated using discounted expected cash flows using competitive market interest rates currently being offered for similar loans.  The fair 
values of impaired mortgage loans on real estate that we have considered to be collateral dependent are based on the fair value of the real 
estate collateral (based on appraised values) less estimated costs to sell.  The inputs utilized to determine fair value of all mortgage loans are 
unobservable market data (competitive market interest rates); therefore, fair value of mortgage loans falls into Level 3 in the fair value 
hierarchy.

Real estate investments

The fair values of residential real estate investments are initially calculated based on the cost to purchase the properties and subsequently 
calculated based on a discounted cash flow methodology.  Under the discounted cash flow method, net operating income is forecasted 
assuming a 10-year hold period commencing as of the valuation date.  An additional year is forecast in order to determine the residual sale 
price at the end of the hold period, using a residual (terminal) capitalization rate.  The significant inputs into the fair value calculation under 
the discounted cash flow method include the residual capitalization rate and discount rate.  These inputs are unobservable market data; 
therefore, fair value of residential real estate investments falls into Level 3 in the fair value hierarchy.  At December 31, 2021, the residual 
capitalization rates used in the fair value calculations ranged from 5.00% to 6.25% with an average rate of 5.72%.  At December 31, 2021, the 
discount rates used in the fair value calculations ranged from 6.25% to 7.50% with an average rate of 6.97%.
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Derivative instruments

The fair values of derivative instruments, primarily call options, are based upon the amount of cash that we will receive to settle each 
derivative instrument on the reporting date.  These amounts are determined by our investment team using industry accepted valuation models 
and are adjusted for the nonperformance risk of each counterparty net of any collateral held.  Inputs include market volatility and risk free 
interest rates and are used in income valuation techniques in arriving at a fair value for each option contract.  The nonperformance risk for 
each counterparty is based upon its credit default swap rate.  We have no performance obligations related to the call options purchased to fund 
our fixed index annuity policy liabilities.

Other investments

Equity securities are the only financial instruments included in other investments that are measured at fair value on a recurring basis.  The fair 
value for these securities are determined using the same methods discussed above for fixed maturity securities.  Financial instruments 
included in other investments that are not measured at fair value on a recurring basis are equity method investments, short-term loans and 
company owned life insurance ("COLI").  The fair values of our equity method investments are obtained from third parties and are 
determined using a variety of valuation techniques, including discounted cash flow analysis, valuation multiples analysis for comparable 
investments and appraisal values.  As the risk spread and liquidity discount are unobservable market inputs, the fair value of our equity 
method investments falls within Level 3 of the fair value hierarchy.  The fair value of equity method investments was $520.1 million and 
$179.7 million as of December 31, 2021 and 2020, respectively.  Due to the short-term nature of the investment, the fair value of our short-
term loans approximates the carrying value.  The fair value of short-term loans was $320.0 million and $0 as of December 31, 2021 and 2020, 
respectively.  The fair value of our COLI approximates the cash surrender value of the policies and falls within Level 2 of the fair value 
hierarchy.  The fair value of COLI was $384.3 million and $373.6 million as of December 31, 2021 and 2020, respectively.

Cash and cash equivalents

Amounts reported in the consolidated balance sheets for these instruments are reported at their historical cost which approximates fair value 
due to the nature of the assets assigned to this category. 

Policy benefit reserves, coinsurance deposits and SPIA benefit reserves

The fair values of the liabilities under contracts not involving significant mortality or morbidity risks (principally deferred annuities), are 
stated at the cost we would incur to extinguish the liability (i.e., the cash surrender value) as these contracts are generally issued without an 
annuitization date.  The coinsurance deposits related to the annuity benefit reserves have fair values determined in a similar fashion.  For 
period-certain annuity benefit contracts, the fair value is determined by discounting the benefits at the interest rates currently in effect for 
newly issued immediate annuity contracts.  We are not required to and have not estimated the fair value of the liabilities under contracts that 
involve significant mortality or morbidity risks, as these liabilities fall within the definition of insurance contracts that are exceptions from 
financial instruments that require disclosures of fair value.  Policy benefit reserves, coinsurance deposits and SPIA benefit reserves are not 
measured at fair value on a recurring basis.  All of the fair values presented within these categories fall within Level 3 of the fair value 
hierarchy as most of the inputs are unobservable market data.

Notes payable

The fair values of our senior unsecured notes are based upon quoted market prices and are categorized as Level 2 within the fair value 
hierarchy.  Notes payable are not remeasured at fair value on a recurring basis.

Subordinated debentures

Fair values for subordinated debentures are estimated using discounted cash flow calculations based principally on observable inputs 
including our incremental borrowing rates, which reflect our credit rating, for similar types of borrowings with maturities consistent with 
those remaining for the debt being valued.  These fair values are categorized as Level 2 within the fair value hierarchy.  Subordinated 
debentures are not measured at fair value on a recurring basis.

Fixed index annuities - embedded derivatives

We estimate the fair value of the embedded derivative component of our fixed index annuity policy benefit reserves at each valuation date by 
(i) projecting policy contract values and minimum guaranteed contract values over the expected lives of the contracts and (ii) discounting the 
excess of the projected contract value amounts at the applicable risk free interest rates adjusted for our nonperformance risk related to those 
liabilities.  The projections of policy contract values are based on our best estimate assumptions for future policy growth and future policy 
decrements.  Our best estimate assumptions for future policy growth include assumptions for the expected index credit on the next policy 
anniversary date which are derived from the fair values of the underlying call options purchased to fund such index credits and the expected 
costs of annual call options we will purchase in the future to fund index credits beyond the next policy anniversary.  The projections of 
minimum guaranteed contract values include the same best estimate assumptions for policy decrements as were used to project policy contract 
values.
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Within this determination we have the following significant unobservable inputs:  1) the expected cost of annual call options we will purchase 
in the future to fund index credits beyond the next policy anniversary and 2) our best estimates for future policy decrements, primarily lapse, 
partial withdrawal and mortality rates. As of both December 31, 2021 and 2020, we utilized an estimate of 2.10% for the expected cost of 
annual call options, which is based on estimated long-term account value growth and a historical review of our actual option costs.

Our best estimate assumptions for lapse, partial withdrawal and mortality rates are based on our actual experience and our outlook as to future 
expectations for such assumptions.  These assumptions, which are consistent with the assumptions used in calculating deferred policy 
acquisition costs and deferred sales inducements, are reviewed on a quarterly basis and are updated as our experience develops and/or as 
future expectations change.  The following table presents average lapse rate and partial withdrawal rate assumptions, by contract duration, 
used in estimating the fair value of the embedded derivative component of our fixed index annuity policy benefit reserves at each reporting 
date:

Average Lapse Rates Average Partial Withdrawal Rates
Contract Duration (Years) December 31, 2021 December 31, 2020 December 31, 2021 December 31, 2020

1 - 5 3.04% 1.22% 2.19% 2.63%
6 - 10 2.84% 1.50% 2.26% 3.14%
11 - 15 4.47% 5.66% 2.14% 3.58%
16 - 20 8.93% 7.08% 1.33% 3.79%

20+ 4.93% 7.36% —% 3.63%

Lapse rates are generally expected to increase as surrender charge percentages decrease for policies without a lifetime income benefit rider.  
Lapse expectations reflect a significant increase in the year in which the surrender charge period on a contract ends.  

The following table provides a reconciliation of the beginning and ending balances for our Level 3 assets and liabilities, which are measured 
at fair value on a recurring basis using significant unobservable inputs for the years ended December 31, 2021 and 2020:  

Year Ended December 31,
2021 2020

(Dollars in thousands)
Other investments: equity securities
Beginning balance $ — $ — 
Transfers in  6,349  — 
Ending balance $ 6,349 $ — 

Real estate investments
Beginning balance $ — $ — 
Purchases and sales, net  335,767  — 
Change in fair value  2,172  — 
Ending balance $ 337,939 $ — 

Fixed index annuities - embedded derivatives
Beginning balance $ 7,938,281 $ 9,624,395 
Premiums less benefits  1,424,372  235,971 
Change in fair value, net  (876,803)  (1,922,085) 
Reserve release related to in-force ceded reinsurance  (520,889)  — 
Ending balance $ 7,964,961 $ 7,938,281 

The fair value of our fixed index annuities embedded derivatives is net of coinsurance ceded of $1,245.0 million and $655.3 million as of 
December 31, 2021 and 2020, respectively.  Change in fair value, net for each period in our embedded derivatives is included in change in 
fair value of embedded derivatives in the consolidated statements of operations.

Certain derivatives embedded in our fixed index annuity contracts are our most significant financial instrument measured at fair value that are 
categorized as Level 3 in the fair value hierarchy.  The contractual obligations for future annual index credits within our fixed index annuity 
contracts are treated as a "series of embedded derivatives" over the expected life of the applicable contracts.  We estimate the fair value of 
these embedded derivatives at each valuation date by the method described above under fixed index annuities - embedded derivatives.  The 
projections of minimum guaranteed contract values include the same best estimate assumptions for policy decrements as were used to project 
policy contract values.
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The most sensitive assumption in determining policy liabilities for fixed index annuities is the rates used to discount the excess projected 
contract values.  As indicated above, the discount rate reflects our nonperformance risk.  If the discount rates used to discount the excess 
projected contract values at December 31, 2021, were to increase by 100 basis points, the fair value of the embedded derivatives would 
decrease by $546.8 million  recorded through operations as a decrease in the change in fair value of embedded derivatives and there would be 
a corresponding decrease of $234.3 million to our combined balance for deferred policy acquisition costs and deferred sales inducements 
recorded through operations as an increase in amortization of deferred policy acquisition costs and deferred sales inducements.  A decrease by 
100 basis points in the discount rates used to discount the excess projected contract values would increase the fair value of the embedded 
derivatives by $627.3 million recorded through operations as an increase in the change in fair value of embedded derivatives and there would 
be a corresponding increase of $274.1 million to our combined balance for deferred policy acquisition costs and deferred sales inducements 
recorded through operations as a decrease in amortization of deferred policy acquisition costs and deferred sales inducements. 

We review these assumptions quarterly and as a result of these reviews, we made updates to assumptions in 2021, 2020 and 2019.  In 
addition, we implemented an enhanced actuarial valuation system during 2019, and as a result, our 2019 assumption updates include model 
refinements resulting from the implementation.

The most significant assumption update to the calculation of the fair value of the embedded derivative component of our fixed index annuity 
benefit policy reserves in 2021 was changes in lapse rate assumptions.  For certain annuity products without a lifetime income benefit rider, 
the lapse rate assumption was increased in more recent cohorts to reflect higher lapses on policies with a market value adjustment ("MVA") 
feature.  For other annuity products with a lifetime income benefit rider, the population was bifurcated based on whether policies had utilized 
the rider.  For those policies which had utilized the rider, the lapse rate assumption was decreased in later durations.  The net impact of the 
updates to the lapse rate assumption resulted in a decrease in the embedded derivative component of our fixed index annuity policy benefit 
reserves as less funds ultimately qualify for excess benefits. 

The most significant assumption update to the calculation of the fair value of the embedded derivative component of our fixed index annuity 
policy benefit reserves in 2020 was a decrease in the crediting rate/option budget to 2.10% from 2.90% as a result of a revised estimate of the 
cost of options.  This assumption change resulted in a decrease in the fair value of the embedded derivative component of our fixed index 
annuity policy benefit reserves due to a reduction in the projected policy contract values over the expected lives of the contracts.  During 
2020, we revised the derivation of the discount rate used in calculating the fair value of embedded derivatives which increased the discount 
rate and resulted in a decrease in the change in fair value of embedded derivatives.  The net impact of the updates to lapse and partial 
withdrawal assumptions resulted in an increase in the embedded derivative component of our fixed index annuity policy benefit reserves as 
more funds ultimately qualify for excess benefits.

The most significant assumption updates to the calculation of the fair value of the embedded derivative component of our fixed index annuity 
policy benefit reserves in 2019 were to decrease lapse rate assumptions.  We had credible lapse and utilization data based upon a 
comprehensive experience study spanning over 10 years on our products with lifetime income benefit riders and have experienced lapse rates 
that are lower than previously estimated.  The impact of the lapse rate assumption changes was partially offset by a decrease in the option 
budget from 3.10% to 2.90% as a result of a revised estimate of the cost of options over the 20 year mean reversion period.
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4.     Investments

At December 31, 2021 and 2020, the amortized cost and fair value of fixed maturity securities were as follows:

Amortized
Cost (1)

Gross
Unrealized

Gains

Gross
Unrealized
Losses (2)

Allowance for 
Credit Losses Fair Value

(Dollars in thousands)
December 31, 2021
Fixed maturity securities, available for sale:

United States Government full faith and credit $ 37,109 $ 718 $ (34) $ — $ 37,793 
United States Government sponsored agencies  1,008,920  32,123  (90)  —  1,040,953 
United States municipalities, states and territories  3,495,563  437,456  (3,042)  (2,776)  3,927,201 
Foreign government obligations  380,646  22,742  (843)  —  402,545 
Corporate securities  31,084,629  3,614,047  (38,442)  —  34,660,234 
Residential mortgage backed securities  1,056,778  70,434  (2,093)  (70)  1,125,049 
Commercial mortgage backed securities  4,708,878  149,152  (17,719)  —  4,840,311 
Other asset backed securities  5,226,660  95,304  (50,107)  —  5,271,857 

$ 46,999,183 $ 4,421,976 $ (112,370) $ (2,846) $ 51,305,943 

December 31, 2020
Fixed maturity securities, available for sale:

United States Government full faith and credit $ 37,471 $ 2,300 $ — $ — $ 39,771 
United States Government sponsored agencies  995,465  44,132  (46)  —  1,039,551 
United States municipalities, states and territories  3,236,767  543,252  (1,044)  (2,844)  3,776,131 
Foreign government obligations  177,062  25,644  —  —  202,706 
Corporate securities  26,745,196  4,507,716  (35,892)  (60,193)  31,156,827 
Residential mortgage backed securities  1,399,956  117,135  (2,526)  (1,734)  1,512,831 
Commercial mortgage backed securities  4,119,650  206,255  (64,678)  —  4,261,227 
Other asset backed securities  5,593,169  103,320  (146,640)  —  5,549,849 

$ 42,304,736 $ 5,549,754 $ (250,826) $ (64,771) $ 47,538,893 

(1) Amortized cost excludes accrued interest receivable of $400.7 million and $377.5 million as of December 31, 2021 and 2020, 
respectively.  

(2) Gross unrealized losses are net of allowance for credit losses.  

The amortized cost and fair value of fixed maturity securities at December 31, 2021, by contractual maturity are shown below.  Actual 
maturities will differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or 
prepayment penalties.  All of our mortgage and other asset backed securities provide for periodic payments throughout their lives and are 
shown below as separate lines.

Available for sale
Amortized

Cost Fair Value
(Dollars in thousands)

Due in one year or less $ 1,950,504 $ 1,968,323 
Due after one year through five years  7,573,038  7,962,521 
Due after five years through ten years  7,230,026  7,860,389 
Due after ten years through twenty years  10,119,850  12,053,093 
Due after twenty years  9,133,449  10,224,400 

 36,006,867  40,068,726 
Residential mortgage backed securities  1,056,778  1,125,049 
Commercial mortgage backed securities  4,708,878  4,840,311 
Other asset backed securities  5,226,660  5,271,857 

$ 46,999,183 $ 51,305,943 
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Net unrealized gains on available for sale fixed maturity securities reported as a separate component of stockholders' equity were comprised 
of the following:

December 31,
2021 2020

(Dollars in thousands)
Net unrealized gains on available for sale fixed maturity securities $ 4,309,606 $ 5,297,040 
Adjustments for assumed changes in amortization of deferred policy acquisition costs, deferred sales inducements 

and policy benefit reserves  (1,993,869)  (2,536,251) 
Deferred income tax valuation allowance reversal  22,534  22,534 
Deferred income tax expense  (489,482)  (579,766) 
Net unrealized gains reported as accumulated other comprehensive income $ 1,848,789 $ 2,203,557 

The National Association of Insurance Commissioners ("NAIC") assigns designations to fixed maturity securities.  These designations range 
from Class 1 (highest quality) to Class 6 (lowest quality).  In general, securities are assigned a designation based upon the ratings they are 
given by the Nationally Recognized Statistical Rating Organizations ("NRSRO’s").  The NAIC designations are utilized by insurers in 
preparing their annual statutory statements.  NAIC Class 1 and 2 designations are considered "investment grade" while NAIC Class 3 through 
6 designations are considered "non-investment grade."  Based on the NAIC designations, we had 98% and 97% of our fixed maturity portfolio 
rated investment grade at December 31, 2021 and 2020, respectively.

The following table summarizes the credit quality, as determined by NAIC designation, of our fixed maturity portfolio as of the dates 
indicated:

December 31,
2021 2020

NAIC
Designation

Amortized
Cost

Fair
Value

Amortized
Cost

Fair
Value

(Dollars in thousands)
1 $ 26,157,531 $ 28,785,839 $ 23,330,149 $ 26,564,542 
2  19,758,594  21,396,020  17,312,485  19,377,013 
3  909,311  941,210  1,292,124  1,299,455 
4  133,070  147,160  282,049  256,651 
5  16,496  15,357  29,396  16,288 
6  24,181  20,357  58,533  24,944 

$ 46,999,183 $ 51,305,943 $ 42,304,736 $ 47,538,893 
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The following table shows our investments' gross unrealized losses and fair value, aggregated by investment category and length of time that 
individual securities (consisting of 1,427 and 843 securities, respectively) have been in a continuous unrealized loss position, at December 31, 
2021 and 2020:

Less than 12 months 12 months or more Total

Fair Value
Unrealized
Losses (1) Fair Value

Unrealized
Losses (1) Fair Value

Unrealized
Losses (1)

(Dollars in thousands)
December 31, 2021
Fixed maturity securities, available for sale:

United States Government full faith and credit $ 1,007 $ (34) $ — $ — $ 1,007 $ (34) 
United States Government sponsored agencies  759,970  (90)  —  —  759,970  (90) 
United States municipalities, states and territories  168,942  (2,468)  15,711  (3,350)  184,653  (5,818) 
Foreign government obligations  42,861  (843)  —  —  42,861  (843) 
Corporate securities  2,375,603  (30,070)  116,819  (8,372)  2,492,422  (38,442) 
Residential mortgage backed securities  250,964  (1,408)  26,917  (755)  277,881  (2,163) 
Commercial mortgage backed securities  784,464  (5,500)  142,224  (12,219)  926,688  (17,719) 
Other asset backed securities  1,351,324  (11,345)  1,771,182  (38,762)  3,122,506  (50,107) 

$ 5,735,135 $ (51,758) $ 2,072,853 $ (63,458) $ 7,807,988 $ (115,216) 

December 31, 2020
Fixed maturity securities, available for sale:

United States Government sponsored agencies $ 250,475 $ (46) $ — $ — $ 250,475 $ (46) 
United States municipalities, states and territories  31,802  (3,887)  868  (1)  32,670  (3,888) 
Corporate securities  606,277  (45,150)  154,633  (50,935)  760,910  (96,085) 
Residential mortgage backed securities  156,016  (2,384)  13,599  (1,876)  169,615  (4,260) 
Commercial mortgage backed securities  934,593  (54,834)  35,153  (9,844)  969,746  (64,678) 
Other asset backed securities  1,013,781  (16,607)  2,567,723  (130,033)  3,581,504  (146,640) 

$ 2,992,944 $ (122,908) $ 2,771,976 $ (192,689) $ 5,764,920 $ (315,597) 

(1) Unrealized losses have not been reduced to reflect the allowance for credit losses of $2.8 million and $64.8 million as of December 31, 
2021 and 2020, respectively. 

The unrealized losses at December 31, 2021 are principally related to the timing of the purchases of certain securities, which carry less yield 
than those available at December 31, 2021, and the continued impact the COVID-19 pandemic had on credit markets.  Approximately 85%
and 75% of the unrealized losses on fixed maturity securities shown in the above table for December 31, 2021 and 2020, respectively, are on 
securities that are rated investment grade, defined as being the highest two NAIC designations.

We expect to recover our amortized cost on all securities except for those securities on which we recognized an allowance for credit loss.  In 
addition, because we did not have the intent to sell fixed maturity securities with unrealized losses and it was not more likely than not that we 
would be required to sell these securities prior to recovery of the amortized cost, which may be maturity, we did not write down these 
investments to fair value through the consolidated statements of operations.

Changes in net unrealized gains/losses on investments for the years ended December 31, 2021, 2020 and 2019 are as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Fixed maturity securities available for sale carried at fair value $ (987,434) $ 1,955,496 $ 3,549,007 

Adjustment for effect on other balance sheet accounts:
Deferred policy acquisition costs, deferred sales inducements and policy benefit reserves  542,382  (880,517)  (1,775,474) 
Deferred income tax asset/liability  90,284  (225,746)  (372,472) 

 632,666  (1,106,263)  (2,147,946) 
Change in net unrealized gains/losses on investments carried at fair value $ (354,768) $ 849,233 $ 1,401,061 
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Components of net investment income are as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Fixed maturity securities $ 1,772,675 $ 2,035,762 $ 2,171,768 
Real estate investments  14,138  —  — 
Mortgage loans on real estate  215,138  170,749  145,344 
Cash and cash equivalents  3,385  4,871  5,164 
Other investments  96,556  3,168  7,202 

 2,101,892  2,214,550  2,329,478 
Less investment expenses  (64,417)  (32,472)  (21,843) 
Net investment income $ 2,037,475 $ 2,182,078 $ 2,307,635 

Proceeds from sales of available for sale fixed maturity securities for the years ended December 31, 2021, 2020 and 2019 were $0.8 billion, 
$5.4 billion and $1.0 billion, respectively.  Scheduled principal repayments, calls and tenders for available for sale fixed maturity securities 
for the years ended December 31, 2021, 2020 and 2019 were $3.7 billion, $2.9 billion and $2.3 billion, respectively. 

Net realized gains (losses) on investments for the years ended December 31, 2021, 2020 and 2019 are as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Available for sale fixed maturity securities:

Gross realized gains $ 10,167 $ 305,170 $ 21,449 
Gross realized losses  (19,140)  (276,847)  (6,397) 
Net credit loss (provision) release (1)  (6,241)  (94,560)  — 

 (15,214)  (66,237)  15,052 
Other investments:

Gross realized gains  —  —  7,296 
Gross realized losses  —  —  (14,446) 

 —  —  (7,150) 
Mortgage loans on real estate:

Decrease (increase) in allowance for credit losses  7,005  (15,447)  (940) 
Recovery of specific allowance  —  712  — 
Gain (loss) on sale of mortgage loans  (5,033)  292  — 

 1,972  (14,443)  (940) 
Total net realized (losses) gains $ (13,242) $ (80,680) $ 6,962 

(1) Prior to adopting authoritative guidance effective January 1, 2020, credit losses on available for sale fixed maturity securities were 
classified as other than temporary impairments and reported in a separate line item in the Consolidated Statements of Operations.  We 
recognized $18.7 million of other than temporary impairments during the year ended December 31, 2019.

Realized losses on available for sale fixed maturity securities in 2021, 2020 and 2019 were realized primarily due to strategies to reposition 
the fixed maturity security portfolio that result in improved net investment income, credit risk or duration profiles as they pertain to our asset 
liability management.  In addition, certain realized gains and losses on available for sale fixed maturity securities in 2020 were realized as a 
result of efforts to de-risk the portfolio.  Realized gains and losses on sales are determined on the basis of specific identification of 
investments based on the trade date. 

The following table summarizes the carrying value of our investments that have been non-income producing for 12 consecutive months:

December 31,
2021 2020

(Dollars in thousands)
Fixed maturity securities, available for sale $ 4,118 $ 5,766 
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We review and analyze all investments on an ongoing basis for changes in market interest rates and credit deterioration.  This review process 
includes analyzing our ability to recover the amortized cost basis of each investment that has a fair value that is materially lower than its 
amortized cost and requires a high degree of management judgment and involves uncertainty.  The evaluation of securities for credit loss is a 
quantitative and qualitative process, which is subject to risks and uncertainties.

We have a policy and process to identify securities that could potentially have credit loss.  This process involves monitoring market events 
and other items that could impact issuers.  The evaluation includes but is not limited to such factors as:

• the extent to which the fair value has been less than amortized cost or cost;
• whether the issuer is current on all payments and all contractual payments have been made as agreed;
• the remaining payment terms and the financial condition and near-term prospects of the issuer;
• the lack of ability to refinance due to liquidity problems in the credit market;
• the fair value of any underlying collateral;
• the existence of any credit protection available;
• our intent to sell and whether it is more likely than not we would be required to sell prior to recovery for debt securities;
• consideration of rating agency actions; and
• changes in estimated cash flows of mortgage and asset backed securities.

We determine whether an allowance for credit loss should be established for debt securities by assessing all facts and circumstances 
surrounding each security.  Where the decline in fair value of debt securities is attributable to changes in market interest rates or to factors 
such as market volatility, liquidity and spread widening, and we anticipate recovery of all contractual or expected cash flows, we do not 
consider these investments to have credit loss because we do not intend to sell these investments and it is not more likely than not we will be 
required to sell these investments before a recovery of amortized cost, which may be maturity. 

If we intend to sell a debt security or if it is more likely than not that we will be required to sell a debt security before recovery of its 
amortized cost basis, credit loss has occurred and the difference between amortized cost and fair value will be recognized as a loss in 
operations.

If we do not intend to sell and it is not more likely than not we will be required to sell the debt security but also do not expect to recover the 
entire amortized cost basis of the security, a credit loss would be recognized in operations for the amount of the expected credit loss.  We 
determine the amount of expected credit loss by calculating the present value of the cash flows expected to be collected discounted at each 
security's acquisition yield based on our consideration of whether the security was of high credit quality at the time of acquisition.  The 
difference between the present value of expected future cash flows and the amortized cost basis of the security is the amount of credit loss 
recognized in operations.  The recognized credit loss is limited to the total unrealized loss on the security (i.e., the fair value floor). 

The determination of the credit loss component of a mortgage backed security is based on a number of factors.  The primary consideration in 
this evaluation process is the issuer's ability to meet current and future interest and principal payments as contractually stated at time of 
purchase.  Our review of these securities includes an analysis of the cash flow modeling under various default scenarios considering 
independent third party benchmarks, the seniority of the specific tranche within the structure of the security, the composition of the collateral 
and the actual default, loss severity and prepayment experience exhibited.  With the input of third party assumptions for default projections, 
loss severity and prepayment expectations, we evaluate the cash flow projections to determine whether the security is performing in 
accordance with its contractual obligation. 

We utilize models from a leading structured product software specialist serving institutional investors.  These models incorporate each 
security's seniority and cash flow structure.  In circumstances where the analysis implies a potential for principal loss at some point in the 
future, we use the "best estimate" cash flow projection discounted at the security's effective yield at acquisition to determine the amount of 
our potential credit loss associated with this security.  The discounted expected future cash flows equates to our expected recovery value.  
Any shortfall of the expected recovery when compared to the amortized cost of the security will be recorded as credit loss.

The determination of the credit loss component of a corporate bond is based on the underlying financial performance of the issuer and their 
ability to meet their contractual obligations.  Considerations in our evaluation include, but are not limited to, credit rating changes, financial 
statement and ratio analysis, changes in management, significant changes in credit spreads, breaches of financial covenants and a review of 
the economic outlook for the industry and markets in which they trade.  In circumstances where an issuer appears unlikely to meet its future 
obligation, an estimate of credit loss is determined.  Credit loss is calculated using default probabilities as derived from the credit default 
swaps markets in conjunction with recovery rates derived from independent third party analysis or a best estimate of credit loss.  This credit 
loss rate is then incorporated into a present value calculation based on an expected principal loss in the future discounted at the yield at the 
date of purchase and compared to amortized cost to determine the amount of credit loss associated with the security.

We do not measure a credit loss allowance on accrued interest receivable as we write off any accrued interest receivable balance to net 
investment income in a timely manner when we have concerns regarding collectability.

Amounts on available for sale fixed maturities that are deemed to be uncollectible are written off and removed from the allowance for credit 
loss.  A write-off may also occur if we intend to sell a security or when it is more likely than not we will be required to sell the security before 
the recovery of its amortized cost.
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The following table provides a rollforward of the allowance for credit loss:

Year Ended December 31, 2021
United States 

Municipalities, 
States and 
Territories

Corporate 
Securities

Commercial 
Mortgage 

Backed 
Securities

Residential 
Mortgage 

Backed 
Securities

Other Asset 
Backed 

Securities Total
(Dollars in thousands)

Beginning balance $ 2,844 $ 60,193 $ — $ 1,734 $ — $ 64,771 
Additions for credit losses not previously recorded  —  705  —  407  —  1,112 
Change in allowance on securities with previous 

allowance  (68)  443  —  (857)  —  (482) 
Reduction for securities with credit losses due to 

intent to sell  —  (209)  —  —  —  (209) 
Reduction for securities sold during the period  —  (50,758)  —  —  —  (50,758) 
Write-offs charged against the allowance  —  (10,032)  —  —  —  (10,032) 
Recoveries of amounts previously written off  —  (342)  —  (1,214)  —  (1,556) 

Ending balance $ 2,776 $ — $ — $ 70 $ — $ 2,846 

Year Ended December 31, 2020
United States 

Municipalities, 
States and 
Territories

Corporate 
Securities

Commercial 
Mortgage 

Backed 
Securities

Residential 
Mortgage 

Backed 
Securities

Other Asset 
Backed 

Securities Total
(Dollars in thousands)

Beginning balance (1) $ — $ — $ — $ — $ — $ — 
Additions for credit losses not previously recorded  2,844  60,193  29,241  1,734  548  94,560 
Reduction for securities with credit losses due to 

intent to sell  —  —  (21,888)  —  (548)  (22,436) 
Reduction for securities sold during the period  —  —  (7,353)  —  —  (7,353) 

Ending balance $ 2,844 $ 60,193 $ — $ 1,734 $ — $ 64,771 

(1) The allowance for credit loss associated with available for sale fixed maturity securities was applied prospectively upon adoption of 
authoritative guidance effective January 1, 2020.  See Note 1 - Significant Accounting Policies for further details.

At December 31, 2021 and 2020, cash and invested assets of $49.3 billion and $53.5 billion, respectively, were on deposit with state agencies 
to meet regulatory requirements.  There are no restrictions on these assets.

At December 31, 2021 and 2020, we had no investment in any person or its affiliates that exceeded 10% of stockholders' equity.
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5.     Mortgage Loans on Real Estate

Our financing receivables consist of the following three portfolio segments: commercial mortgage loans, agricultural mortgage loans and 
residential mortgage loans.  Our mortgage loan portfolios are summarized in the following table.  There were commitments outstanding of 
$370.4 million at December 31, 2021.

December 31,
2021 2020

(Dollars in thousands)
Commercial mortgage loans:

Principal outstanding $ 3,633,131 $ 3,580,154 
Deferred fees and costs, net  (4,629)  (1,266) 

Amortized cost  3,628,502  3,578,888 
Valuation allowance  (17,926)  (25,529) 

Commercial mortgage loans, carrying value  3,610,576  3,553,359 

Agricultural mortgage loans:
Principal outstanding  408,135  245,807 
Deferred fees and costs, net  (1,136)  (634) 

Amortized cost  406,999  245,173 
Valuation allowance  (519)  (2,130) 

Agricultural mortgage loans, carrying value  406,480  243,043 

Residential mortgage loans:
Principal outstanding  1,652,910  366,320 
Deferred fees and costs, net  1,468  925 
Unamortized discounts and premiums, net  22,143  5,212 

Amortized cost  1,676,521  372,457 
Valuation allowance  (5,579)  (3,370) 

Residential mortgage loans, carrying value  1,670,942  369,087 
Mortgage loans, carrying value $ 5,687,998 $ 4,165,489 
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Our commercial mortgage loan portfolio consists of loans collateralized by the related properties and diversified as to property type, location 
and loan size.  Our lending policies establish limits on the amount that can be loaned to one borrower and other criteria to attempt to reduce 
the risk of default.  The commercial mortgage loan portfolio is summarized by geographic region and property type as follows:

December 31,
2021 2020

Principal Percent Principal Percent
(Dollars in thousands)

Geographic distribution
East $ 614,406  16.9 % $ 699,741  19.5 %
Middle Atlantic  293,494  8.1 %  281,971  7.9 %
Mountain  452,818  12.5 %  391,025  10.9 %
New England  60,172  1.6 %  24,774  0.7 %
Pacific  863,879  23.8 %  659,743  18.4 %
South Atlantic  785,679  21.6 %  832,739  23.3 %
West North Central  235,864  6.5 %  266,050  7.4 %
West South Central  326,819  9.0 %  424,111  11.9 %

$ 3,633,131  100.0 % $ 3,580,154  100.0 %
Property type distribution
Office $ 315,374  8.7 % $ 297,065  8.3 %
Medical Office  10,827  0.3 %  20,584  0.6 %
Retail  1,016,101  28.0 %  1,187,484  33.2 %
Industrial/Warehouse  924,779  25.4 %  929,325  25.9 %
Apartment  864,580  23.8 %  939,084  26.2 %
Hotel  283,500  7.8 %  —  — %
Mixed Use/Other  217,970  6.0 %  206,612  5.8 %

$ 3,633,131  100.0 % $ 3,580,154  100.0 %

Our agricultural mortgage loan portfolio consists of loans with an outstanding principal balance of $408.1 million and $245.8 million as of 
December 31, 2021 and 2020, respectively.  These loans are collateralized by agricultural land and are diversified as to location within the 
United States.  Our residential mortgage loan portfolio consists of loans with an outstanding principal balance of $1.7 billion and 
$366.3 million as of December 31, 2021 and 2020, respectively.  These loans are collateralized by the related properties and diversified as to 
location within the United States.

Mortgage loans on real estate are generally reported at cost adjusted for amortization of premiums and accrual of discounts, computed using 
the interest method and net of valuation allowances.  Interest income is accrued on the principal amount of the loan based on the loan's 
contractual interest rate.  Interest income is included in Net investment income on our consolidated statements of operations.  Accrued interest 
receivable, which was $37.0 million and $16.6 million as of December 31, 2021 and 2020, respectively, is included in Accrued investment 
income on our consolidated balance sheets.

Loan Valuation Allowance

We establish a valuation allowance to provide for the risk of credit losses inherent in our mortgage loan portfolios.  The valuation allowance 
is maintained at a level believed to be adequate by management to absorb estimated expected credit losses.  The valuation allowance is based 
on amortized cost, which excludes accrued interest receivable.  We do not measure a credit loss allowance on accrued interest receivable as 
we write off any uncollectible accrued interest receivable balances to net investment income in a timely manner.  We did not charge off any 
uncollectible accrued interest receivable on our commercial, agricultural or residential mortgage loan portfolios for the years ended 
December 31, 2021 or 2020, respectively. 

The valuation allowances for each of our mortgage loan portfolios are estimated by deriving probability of default and recovery rate 
assumptions based on the characteristics of the loans in each portfolio, historical economic data and loss information, and current and 
forecasted economics conditions.  Key loan characteristics impacting the estimate for our commercial mortgage loan portfolio include the 
current state of the borrower’s credit quality, which considers factors such as loan-to-value (“LTV”) and debt service coverage (“DSC”) 
ratios, loan performance, underlying collateral type, delinquency status, time to maturity, and original credit scores. Key loan characteristics 
impacting the estimate for our agricultural and residential mortgage loan portfolios include delinquency status, time to maturity, original 
credit scores and LTV ratios. 
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The following table represents a rollforward of the valuation allowance on our mortgage loan portfolios:

Year Ended December 31, 2021
Commercial Agricultural Residential Total

(Dollars in thousands)
Beginning allowance balance $ (25,529) $ (2,130) $ (3,370) $ (31,029) 

Charge-offs  —  —  —  — 
Recoveries  —  —  —  — 
Change in provision for credit losses  7,603  1,611  (2,209)  7,005 

Ending allowance balance $ (17,926) $ (519) $ (5,579) $ (24,024) 

Year Ended December 31, 2020
Commercial Agricultural Residential Total

(Dollars in thousands)
Beginning allowance balance (1) $ (17,579) $ (200) $ — $ (17,779) 

Charge-offs  1,485  —  —  1,485 
Recoveries  712  —  —  712 
Change in provision for credit losses  (10,147)  (1,930)  (3,370)  (15,447) 

Ending allowance balance $ (25,529) $ (2,130) $ (3,370) $ (31,029) 

(1) Upon adoption of authoritative guidance effective January 1, 2020, we updated our accounting policies and methodology for calculating 
the general loan loss allowance, resulting in an adjustment to our mortgage loan valuation allowance.  See Note 1 - Significant 
Accounting Policies for further details.

Charge-offs include allowances that have been established on loans that were satisfied either by taking ownership of the collateral or by some 
other means such as discounted pay-off or loan sale.  When ownership of the property is taken it is recorded at the lower of the loan's carrying 
value or the property's fair value (based on appraised values) less estimated costs to sell.  The real estate owned is recorded as a component of 
Other investments and the loan is recorded as fully paid, with any allowance for credit loss that has been established charged off.  Fair value 
of the real estate is determined by third party appraisal.  There is no real estate held in Other investments as of December 31, 2021 or 
December 31, 2020.  Recoveries are situations where we have received a payment from the borrower in an amount greater than the carrying 
value of the loan (principal outstanding less specific allowance).  

Credit Quality Indicators

We evaluate the credit quality of our commercial and agricultural mortgage loans by analyzing LTV and DSC ratios and loan performance.  
We evaluate the credit quality of our residential mortgage loans by analyzing loan performance.

LTV and DSC ratios for our commercial mortgage loans are originally calculated at the time of loan origination and are updated annually for 
each loan using information such as rent rolls, assessment of lease maturity dates and property operating statements, which are reviewed in 
the context of current leasing and in place rents compared to market leasing and market rents.  A DSC ratio of less than 1.0 indicates that a 
property's operations do not generate sufficient income to cover debt payments.  An LTV ratio in excess of 100% indicates the unpaid loan 
amount exceeds the value of the underlying collateral.  All of our commercial mortgage loans that have a debt service coverage ratio of less 
than 1.0 are performing under the original contractual loan terms at December 31, 2021 and 2020.  
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The amortized cost of our commercial mortgage loan portfolio by LTV and DSC ratios based on the most recent information collected was as 
follows at December 31, 2021 and 2020 (by year of origination):

2021 2020 2019 2018 2017 Prior Total

As of December 31, 2021:
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV

Debt Service Coverage Ratio: (Dollars in thousands)

Greater than or equal to 1.5 $ 260,623  64 % $ 454,828  60 % $ 464,059  61 % $ 344,170  58 % $ 246,854  52 % $ 758,494  45 % $ 2,529,028  55 %

Greater than or equal to 1.2 and 
less than 1.5  12,836  67 %  58,960  66 %  128,301  70 %  89,293  66 %  135,818  66 %  129,833  57 %  555,041  65 %

Greater than or equal to 1.0 and 
less than 1.2  318,636  45 %  17,762  82 %  69,684  72 %  11,937  75 %  6,343  60 %  42,125  58 %  466,487  53 %

Less than 1.0  —  — %  3,289  61 %  26,147  63 %  14,051  76 %  13,385  73 %  21,074  54 %  77,946  65 %

Total $ 592,095  54 % $ 534,839  61 % $ 688,191  64 % $ 459,451  60 % $ 402,400  58 % $ 951,526  47 % $ 3,628,502  56 %

2020 2019 2018 2017 2016 Prior Total

As of December 31, 2020:
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV

Debt Service Coverage Ratio: (Dollars in thousands)

Greater than or equal to 1.5 $ 364,574  63 % $ 442,370  66 % $ 399,193  62 % $ 316,738  57 % $ 359,321  54 % $ 715,706  47 % $ 2,597,902  57 %

Greater than or equal to 1.2 and 
less than 1.5  161,779  66 %  226,166  70 %  124,267  72 %  124,564  67 %  52,513  62 %  111,690  55 %  800,979  66 %

Greater than or equal to 1.0 and 
less than 1.2  17,638  82 %  22,917  67 %  2,769  71 %  7,597  66 %  —  — %  32,327  65 %  83,248  69 %

Less than 1.0  —  — %  64,131  58 %  1,441  89 %  10,156  80 %  —  — %  21,031  60 %  96,759  61 %

Total $ 543,991  65 % $ 755,584  67 % $ 527,670  64 % $ 459,055  60 % $ 411,834  55 % $ 880,754  49 % $ 3,578,888  59 %

LTV and DSC ratios for our agricultural mortgage loans are calculated at the time of loan origination and are evaluated annually for each loan 
using land value averages.  A DSC ratio of less than 1.0 indicates that a property's operations do not generate sufficient income to cover debt 
payments.  An LTV ratio in excess of 100% indicates the unpaid loan amount exceeds the value of the underlying collateral.  All of our 
agricultural mortgage loans that have a debt service coverage ratio of less than 1.0 are performing under the original contractual loan terms at 
December 31, 2021 and 2020.  

The amortized cost of our agricultural mortgage loan portfolio by LTV and DSC ratios based on the most recent information collected was as
follows at December 31, 2021 and 2020 (by year of origination):

2021 2020 2019 2018 2017 Prior Total

As of December 31, 2021:
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV

Debt Service Coverage Ratio: (Dollars in thousands)

Greater than or equal to 1.5 $ 62,548  54 % $ 80,919  56 % $ 11,645  49 % $ 25,000  11 % $ —  — % $ —  — % $ 180,112  49 %

Greater than or equal to 1.2 and 
less than 1.5  95,738  55 %  102,958  43 %  3,335  22 %  —  — %  —  — %  —  — %  202,031  48 %

Greater than or equal to 1.0 and 
less than 1.2  7,478  44 %  4,092  36 %  4,734  50 %  —  — %  —  — %  —  — %  16,304  44 %

Less than 1.0  —  — %  8,552  59 %  —  — %  —  — %  —  — %  —  — %  8,552  59 %

Total $ 165,764  54 % $ 196,521  49 % $ 19,714  45 % $ 25,000  11 % $ —  — % $ —  — % $ 406,999  48 %

2020 2019 2018 2017 2016 Prior Total

As of December 31, 2020:
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV
Amortized

Cost
Average

LTV

Debt Service Coverage Ratio: (Dollars in thousands)

Greater than or equal to 1.5 $ 78,631  52 % $ 13,985  47 % $ 25,000  11 % $ —  — % $ —  — % $ —  — % $ 117,616  43 %

Greater than or equal to 1.2 and 
less than 1.5  101,879  44 %  3,425  23 %  —  — %  —  — %  —  — %  —  — %  105,304  44 %

Greater than or equal to 1.0 and 
less than 1.2  4,213  37 %  6,573  43 %  —  — %  —  — %  —  — %  —  — %  10,786  41 %

Less than 1.0  11,467  48 %  —  — %  —  — %  —  — %  —  — %  —  — %  11,467  48 %

Total $ 196,190  47 % $ 23,983  42 % $ 25,000  11 % $ —  — % $ —  — % $ —  — % $ 245,173  43 %
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We closely monitor loan performance for our commercial, agricultural and residential mortgage loan portfolios.  Aging of financing 
receivables is summarized in the following table (by year of origination):

2021 2020 2019 2018 2017 Prior Total
As of December 31, 2021: (Dollars in thousands)
Commercial mortgage loans
Current $ 592,095 $ 534,839 $ 688,191 $ 459,451 $ 402,400 $ 951,526 $ 3,628,502 
30 - 59 days past due  —  —  —  —  —  —  — 
60 - 89 days past due  —  —  —  —  —  —  — 
Over 90 days past due  —  —  —  —  —  —  — 
Total commercial mortgage loans $ 592,095 $ 534,839 $ 688,191 $ 459,451 $ 402,400 $ 951,526 $ 3,628,502 

Agricultural mortgage loans
Current $ 165,764 $ 196,521 $ 19,714 $ 25,000 $ — $ — $ 406,999 
30 - 59 days past due  —  —  —  —  —  —  — 
60 - 89 days past due  —  —  —  —  —  —  — 
Over 90 days past due  —  —  —  —  —  —  — 
Total agricultural mortgage loans $ 165,764 $ 196,521 $ 19,714 $ 25,000 $ — $ — $ 406,999 

Residential mortgage loans
Current $ 1,092,438 $ 454,532 $ 67,380 $ 16,898 $ 751 $ — $ 1,631,999 
30 - 59 days past due  10,284  12,363  11,373  427  —  —  34,447 
60 - 89 days past due  1,838  1,090  102  —  —  —  3,030 
Over 90 days past due  679  5,459  907  —  —  —  7,045 
Total residential mortgage loans $ 1,105,239 $ 473,444 $ 79,762 $ 17,325 $ 751 $ — $ 1,676,521 

2020 2019 2018 2017 2016 Prior Total
As of December 31, 2020: (Dollars in thousands)
Commercial mortgage loans
Current $ 543,991 $ 755,584 $ 527,670 $ 459,055 $ 411,834 $ 880,754 $ 3,578,888 
30 - 59 days past due  —  —  —  —  —  —  — 
60 - 89 days past due  —  —  —  —  —  —  — 
Over 90 days past due  —  —  —  —  —  —  — 
Total commercial mortgage loans $ 543,991 $ 755,584 $ 527,670 $ 459,055 $ 411,834 $ 880,754 $ 3,578,888 

Agricultural mortgage loans
Current $ 196,190 $ 23,983 $ 25,000 $ — $ — $ — $ 245,173 
30 - 59 days past due  —  —  —  —  —  —  — 
60 - 89 days past due  —  —  —  —  —  —  — 
Over 90 days past due  —  —  —  —  —  —  — 
Total agricultural mortgage loans $ 196,190 $ 23,983 $ 25,000 $ — $ — $ — $ 245,173 

Residential mortgage loans
Current $ 321,779 $ 24,951 $ — $ — $ — $ — $ 346,730 
30 - 59 days past due  25,150  299  —  —  —  —  25,449 
60 - 89 days past due  111  —  —  —  —  —  111 
Over 90 days past due  167  —  —  —  —  —  167 
Total residential mortgage loans $ 347,207 $ 25,250 $ — $ — $ — $ — $ 372,457 
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Commercial, agricultural and residential mortgage loans are considered nonperforming when they become 90 days or more past due.  When 
loans become nonperforming, we place them on non-accrual status and discontinue recognizing interest income.  If payments are received on 
a nonperforming loan, interest income is recognized to the extent it would have been recognized if normal principal and interest would have 
been received timely.  If payments are received to bring a nonperforming loan back to less than 90 days past due, we will resume accruing 
interest income on that loan.  There were 13 loans in non-accrual status at December 31, 2021 and one loan in non-accrual status at 
December 31, 2020.  During the year ended December 31, 2021 we recognized interest income of $65 thousand on loans which were in non-
accrual status at the respective period end.  During the years ended December 31, 2020 and 2019, we recognized no interest income on loans 
which were in non-accrual status at the respective period end.

Troubled Debt Restructuring

A Troubled Debt Restructuring ("TDR") is a situation where we have granted a concession to a borrower for economic or legal reasons 
related to the borrower's financial difficulties that we would not otherwise consider.  A mortgage loan that has been granted new terms, 
including workout terms as described previously, would be considered a TDR if it meets conditions that would indicate a borrower is 
experiencing financial difficulty and the new terms constitute a concession on our part.  We analyze all loans where we have agreed to 
workout terms and all loans that we have refinanced to determine if they meet the definition of a TDR.  We consider the following factors in 
determining whether or not a borrower is experiencing financial difficulty:

• borrower is in default,
• borrower has declared bankruptcy,
• there is growing concern about the borrower's ability to continue as a going concern,
• borrower has insufficient cash flows to service debt,
• borrower's inability to obtain funds from other sources, and
• there is a breach of financial covenants by the borrower.

If the borrower is determined to be in financial difficulty, we consider the following conditions to determine if the borrower is granted a 
concession:

• assets used to satisfy debt are less than our recorded investment,
• interest rate is modified,
• maturity date extension at an interest rate less than market rate,
• capitalization of interest,
• delaying principal and/or interest for a period of three months or more, and
• partial forgiveness of the balance or charge-off.

Mortgage loan workouts, refinances or restructures that are classified as TDRs are individually evaluated and measured for impairment.  
There were no mortgage loans that we determined to be a TDR at December 31, 2021 and 2020, respectively. 

6.  Variable Interest Entities

We have relationships with various types of entities which may be VIEs.  Certain VIEs are consolidated in our financial results.  See Note 1 - 
Significant Accounting Policies for further details on our consolidation accounting policies.  

Consolidated Variable Interest Entities

We are invested in one investment company real estate limited partnership which owns various limited liability companies that invest in 
residential real estate properties.  This entity is a VIE as the legal entity’s equity investors have insufficient equity at risk and lack of power to 
direct the activities that most significantly impact the economic performance.  We determined we are the primary beneficiary as a result of our 
power to control the entity through our significant ownership.  Due to the nature of these real estate investments, the investment balance will 
fluctuate based on changes in the fair value of the properties as well as when purchases and sales of properties are made.

We are invested in one limited partnership which invests in a limited partnership fund that holds infrastructure credit assets.  The feeder fund 
limited partnership is a VIE, and we determined we are the primary beneficiary as a result of our significant ownership of the limited 
partnership and our obligation to absorb losses or receive benefits from the VIE.  We have consolidated the assets and liabilities of the limited 
partnership, which primarily consist of an equity interest in the infrastructure fund. 

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F-35



The carrying amounts of our consolidated VIE assets, which can only be used to settle obligations of the consolidated VIEs, and liabilities of 
consolidated VIEs for which creditors do not have recourse were as follows:

December 31,
2021 2020

Total
Assets

Total
Liabilities

Total
Assets

Total
Liabilities

(Dollars in thousands)
Real estate investments $ 363,229 $ 20,168 $ — $ — 
Infrastructure credit fund  168,711  —  —  — 

$ 531,940 $ 20,168 $ — $ — 

Unconsolidated Variable Interest Entities

We provided debt funding to special purpose vehicles, which is used to acquire and hold loans made to middle market companies.  These 
legal entities are deemed VIEs because there is insufficient equity at risk.  We have determined we are not the primary beneficiary as we do 
not control the activities that most significantly impact the economic performance of the VIEs.  Our investments in these VIEs are reported in 
Fixed maturity securities, available for sale in the Consolidated Balance Sheets.

We provided funding to a limited partnership which purchased a residential business purpose loan originator.  The limited partnership was 
deemed a VIE, however, we are not the primary beneficiary due to our lack of control of the limited partnership.  Our investment in this VIE 
is reported in Other investments in the Consolidated Balance Sheets.

The carrying value and maximum loss exposure for our unconsolidated VIEs were as follows:

December 31,
2021 2020

Asset
Carrying Value

Maximum 
Exposure to Loss

Asset
Carrying Value

Maximum 
Exposure to Loss

(Dollars in thousands)
Fixed maturity securities, available for sale $ 459,681 $ 459,681 $ — $ — 
Other investments  345,000  345,000  —  — 

7.     Derivative Instruments

None of our derivatives qualify for hedge accounting, thus, any change in the fair value of the derivatives is recognized immediately in the 
consolidated statements of operations.  The fair value of our derivative instruments, including derivative instruments embedded in fixed index 
annuity contracts, presented in the consolidated balance sheets are as follows:

December 31,
2021 2020

(Dollars in thousands)
Assets

Derivative instruments
Call options $ 1,276,574 $ 1,310,954 
Warrants  906  — 

$ 1,277,480 $ 1,310,954 

Liabilities
Policy benefit reserves - annuity products

Fixed index annuities - embedded derivatives, net $ 7,964,961 $ 7,938,281 
Funds withheld for reinsurance liabilities

Reinsurance related embedded derivative  (2,362)  — 
$ 7,962,599 $ 7,938,281 
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The changes in fair value of derivatives included in the consolidated statements of operations are as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Change in fair value of derivatives:

Call options $ 1,347,925 $ 34,604 $ 908,556 
Warrants  810  —  — 
Interest rate swap  —  —  (1,059) 
Interest rate caps  —  62  (591) 

$ 1,348,735 $ 34,666 $ 906,906 
Change in fair value of embedded derivatives:

Fixed index annuities - embedded derivatives $ (876,803) $ (1,922,085) $ 562,302 
Other changes in difference between policy benefit reserves computed using 

derivative accounting vs. long-duration contracts accounting  520,863  635,298  891,740 
Reinsurance related embedded derivative  (2,362)  —  — 

$ (358,302) $ (1,286,787) $ 1,454,042 

The amounts presented as "Other changes in difference between policy benefit reserves computed using derivative accounting vs. long-
duration contracts accounting" represents the total change in the difference between policy benefit reserves for fixed index annuities 
computed under the derivative accounting standard and the long-duration contracts accounting standard at each balance sheet date, less the 
change in fair value of our fixed index annuities embedded derivatives that is presented as Level 3 liabilities in Note 3 - Fair Values of 
Financial Instruments.

We have fixed index annuity products that guarantee the return of principal to the policyholder and credit interest based on a percentage of the 
gain in a specified market index.  When fixed index annuity deposits are received, a portion of the deposit is used to purchase derivatives 
consisting of call options on the applicable market indices to fund the index credits due to fixed index annuity policyholders.  Substantially all 
such call options are one year options purchased to match the funding requirements of the underlying policies.  The call options are marked to 
fair value with the change in fair value included as a component of revenues.  The change in fair value of derivatives includes the gains or 
losses recognized at the expiration of the option term and the changes in fair value for open positions.  On the respective anniversary dates of 
the index policies, the index used to compute the index credit is reset and we purchase new call options to fund the next index credit.  We 
manage the cost of these purchases through the terms of our fixed index annuities, which permit us to change caps, participation rates, and/or 
asset fees, subject to guaranteed minimums on each policy's anniversary date.  By adjusting caps, participation rates, or asset fees, we can 
generally manage option costs except in cases where the contractual features would prevent further modifications.

Our strategy attempts to mitigate any potential risk of loss due to the nonperformance of the counterparties to these call options through a 
regular monitoring process which evaluates the program's effectiveness.  We do not purchase call options that would require payment or 
collateral to another institution and our call options do not contain counterparty credit-risk-related contingent features.  We are exposed to risk 
of loss in the event of nonperformance by the counterparties and, accordingly, we purchase our option contracts from multiple counterparties 
and evaluate the creditworthiness of all counterparties prior to purchase of the contracts.  All non-exchange traded options have been 
purchased from nationally recognized financial institutions with a Standard and Poor's credit rating of A- or higher at the time of purchase and 
the maximum credit exposure to any single counterparty is subject to concentration limits.  We also have credit support agreements that allow 
us to request the counterparty to provide collateral to us when the fair value of our exposure to the counterparty exceeds specified amounts. 
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The notional amount and fair value of our call options by counterparty and each counterparty's current credit rating are as follows:

December 31,
2021 2020

Counterparty
Credit Rating 

(S&P)
Credit Rating 

(Moody's)
Notional
Amount Fair Value

Notional
Amount Fair Value

(Dollars in thousands)
Bank of America A+ Aa2 $ 3,556,256 $ 99,229 $ 2,835,420 $ 95,378 
Barclays A A1  4,213,658  157,865  5,710,978  277,692 
Canadian Imperial Bank of Commerce A+ Aa2  3,956,329  141,540  6,593,815  279,053 
Citibank, N.A. A+ Aa3  3,190,833  115,860  3,118,979  96,757 
Credit Suisse A+ A1  3,716,868  113,295  4,422,798  78,823 
J.P. Morgan A+ Aa2  4,482,832  105,899  3,600,636  54,762 
Morgan Stanley A+ Aa3  2,223,743  47,950  2,856,466  62,969 
Royal Bank of Canada AA- A2  3,567,972  100,472  1,289,699  32,753 
Societe Generale A A1  2,548,072  86,494  1,494,904  34,394 
Truist A A2  2,547,808  94,924  2,375,124  96,573 
Wells Fargo A+ Aa2  5,820,381  206,403  4,848,541  196,801 
Exchange traded  266,601  6,643  214,819  4,999 

$ 40,091,353 $ 1,276,574 $ 39,362,179 $ 1,310,954 

As of December 31, 2021 and 2020, we held $1.3 billion and $1.3 billion, respectively, of cash and cash equivalents and other investments 
from counterparties for derivative collateral, which is included in Other liabilities on our Consolidated Balance Sheets.  This derivative 
collateral limits the maximum amount of economic loss due to credit risk that we would incur if parties to the call options failed completely to 
perform according to the terms of the contracts to $8.5 million and $35.1 million at December 31, 2021 and 2020, respectively.

The future index credits on our fixed index annuities are treated as a "series of embedded derivatives" over the expected life of the applicable 
contract.  We do not purchase call options to fund the index liabilities which may arise after the next policy anniversary date.  We must value 
both the call options and the related forward embedded options in the policies at fair value. 

The reinsurance agreement with North End Re (Cayman) SPC (“North End Re”) to cede certain fixed index annuity product liabilities on a 
modified coinsurance basis contains an embedded derivative.  The obligation to pay the total return on the assets supporting liabilities 
associated with this reinsurance agreement represents a total return swap.  The fair value of the total return swap is based on the unrealized 
gains and losses of the underlying assets held in the modified coinsurance portfolio.  The reinsurance related embedded derivative is reported 
in Funds withheld for reinsurance liabilities on the Consolidated Balance Sheets and the change in the fair value of the embedded derivative is 
reported in Change in fair value of embedded derivatives on the Consolidated Statements of Operations.  See Note 9 – Reinsurance and 
Policy Provisions for further discussion on this reinsurance agreement.

We entered into an interest rate swap and interest rate caps to manage interest rate risk associated with the floating rate component on certain 
of our subordinated debentures.  See Note 12 - Subordinated Debentures for more information on our subordinated debentures.  As of 
December 31, 2021, all of our floating rate subordinated debentures have been redeemed and the interest rate swap and interest rate caps have 
been terminated.  The terms of the interest rate swap provided that we paid a fixed rate of interest and received a floating rate of interest.  The 
terms of the interest rate caps limited the three month LIBOR to 2.50%.  The interest rate swap and caps were not effective hedges under 
accounting guidance for derivative instruments and hedging activities.  Therefore, we recorded the interest rate swap and caps at fair value 
and any net cash payments received or paid were included in the change in fair value of derivatives in the consolidated statements of 
operations. 
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8.     Deferred Policy Acquisition Costs, Deferred Sales Inducements and Liability for Lifetime Income Benefit Riders

Policy acquisition costs deferred and amortized are as follows:

December 31,
2021 2020 2019

(Dollars in thousands)
Balance at beginning of year $ 2,225,199 $ 3,033,649 $ 3,529,855 
Costs deferred during the year:

Commissions  303,192  251,428  419,166 
Policy issue costs  4,665  3,725  3,351 

Amortization:
Amortization  (313,990)  (2,769)  (280,699) 
Impact of unlocking  45,662  (646,785)  192,982 

Effect of net unrealized gains/losses  299,478  (414,049)  (831,006) 
Write-off related to in-force ceded reinsurance  (341,437)  —  — 
Balance at end of year $ 2,222,769 $ 2,225,199 $ 3,033,649 

Sales inducements deferred and amortized are as follows:

December 31,
2021 2020 2019

(Dollars in thousands)
Balance at beginning of year $ 1,448,375 $ 2,042,060 $ 2,512,590 
Costs deferred during the year  95,160  93,610  177,941 
Amortization:

Amortization  (197,799)  (10,063)  (193,292) 
Impact of unlocking  45,107  (428,101)  104,707 

Effect of net unrealized gains/losses  155,230  (249,131)  (559,886) 
Balance at end of year $ 1,546,073 $ 1,448,375 $ 2,042,060 

The following table presents a rollforward of the liability for lifetime income benefit riders (net of coinsurance ceded):

December 31,
2021 2020 2019

(Dollars in thousands)
Balance at beginning of year $ 2,485,123 $ 1,670,750 $ 790,884 
Benefit expense accrual  206,180  311,211  179,901 
Impact of unlocking  243,658  285,825  315,383 
Effect of net unrealized gains/losses  (101,848)  217,337  384,582 
Reduction related to in-force ceded reinsurance  (38,484)  —  — 
Claim payments  —  —  — 
Balance at end of year $ 2,794,629 $ 2,485,123 $ 1,670,750 

We periodically update the key assumptions used in the calculation of amortization of deferred policy acquisition costs and deferred sales 
inducements retrospectively through an unlocking process when estimates of current or future gross profits/margins (including the impact of 
realized investment gains and losses) to be realized from a group of products are revised.  In addition, we periodically update the assumptions 
used in determining the liability for lifetime income benefit riders.

We review these assumptions quarterly and as a result of these reviews, we made updates to assumptions in 2021, 2020 and 2019.  In 
addition, we implemented an enhanced actuarial valuation system during 2019, and as a result, our 2019 assumption updates include model 
refinements resulting from the implementation.

In 2021, American Equity Life entered into a reinsurance agreement which ceded in-force fixed index annuity product liabilities.  As a result, 
there was a write-off of deferred acquisition costs and a reduction of the liability for lifetime income benefit riders associated with this block 
of in-force liabilities ceded under the agreement.  See Note 9 - Reinsurance and Policy Provisions for further discussion of this reinsurance 
agreement. 
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2021 Assumption Updates

The most significant assumption updates made in 2021 were to investment spread assumptions, including the net investment earned rate and 
crediting rate on policies, lifetime income benefit rider utilization assumptions, mortality assumptions, and lapse rate assumptions as 
discussed below.  

Due to the continued low interest rate environment, we updated our assumption for investment spread for American Equity Life to 2.25% in 
the near term and increasing to 2.50% over an eight-year reversion period and our assumption for crediting/discount rate to 1.55% increasing 
to 2.10% over an eight-year reversion period.  Prior to these assumption updates, our long-term assumption for aggregate investment spread 
was at 2.60% at then end of an eight-year reversion period, with a near term crediting/discount rate of 1.60% increasing to 2.10% over an 
eight-year reversion period.  The assumption change to decrease aggregate investment spread resulted in lower expected future gross profits 
as compared to previous estimates and a decrease in the balances of deferred policy acquisition costs and deferred sales inducements.  

We updated lapse rate and mortality assumptions based on historical experience.  For certain annuity products without a lifetime income 
benefit rider, the lapse rate assumption was increased in more recent cohorts to reflect higher lapses on polices with a market value adjustment 
("MVA") feature.  For other annuity products with a lifetime income benefit rider, the population was bifurcated based on whether policies 
had utilized the rider.  For those policies which had utilized the rider, the lapse rate assumption was decreased in later durations.  The overall 
mortality assumption was lowered to reflect historical experience.  The net impact of the updates to the lapse rate and mortality assumptions 
resulted in higher expected future gross profits as compared to previous estimates and an increase in the balances of deferred policy 
acquisition costs and deferred sales inducements.  The net impact of the updates to lapse rate and mortality assumptions resulted in an 
increase in the liability for lifetime income benefit riders due to a greater amount of expected benefit payments in excess of account values.  

We updated the lifetime income benefit rider utilization assumption based on historical experience.  The ultimate utilization assumption was 
lowered for policies with a fee rider and certain policies with a no-fee rider.  In addition, the utilization assumption was changed to reflect 
seasonality with higher utilization rates during the first quarter of each year.  The net impact of the updates to the utilization assumption 
resulted in a decrease in the liability for lifetime income benefit riders due to a lower amount of expected benefits payments due to lower 
expected utilization.  The net impact of the updates to the utilization assumption resulted in higher expected future gross profits as compared 
to previous estimates and an increase in the balances of deferred policy acquisition costs and deferred sales inducements.

2020 Assumption Updates

The most significant assumption updates made in 2020 were to investment spread assumptions, including the net investment earned rate and 
crediting rates on policies, as well as updates to lapse rate and partial withdrawal assumptions.

Due to the economic and low interest rate environments, we updated our assumption for aggregate investment spread to 2.40% in the near-
term increasing to 2.60% over an eight-year reversion period and our assumption for crediting/discount rate to 1.60% increasing to 2.10% 
over an eight-year reversion period.  Prior to these assumption updates, our long-term assumption for aggregate investment spread was steady 
at 2.60%, with a near term crediting/discount rate of 1.90% increasing to 2.90% over a 20 year reversion period.  The assumption update to 
decrease aggregate investment spread resulted in lower expected future gross profits as compared to previous estimates and a decrease in the 
balances of deferred policy acquisition costs and deferred sales inducements.  The decrease in the crediting rate, which is used as the discount 
rate in the calculation of the liability for lifetime income benefit riders, resulted in an increase in the liability for lifetime income benefit 
riders.  

We updated lapse rate and partial withdrawal assumptions based on actual historical experience.  For certain annuity products without a 
lifetime income benefit rider, lapse rate and partial withdrawal assumptions were increased while for certain annuity products with a lifetime 
income benefit rider, lapse rate and partial withdrawal assumptions were decreased.  The net impact of the updates to lapse rate and partial 
withdrawal assumptions resulted in lower expected future gross profits as compared to previous estimates and a decrease in the balances of 
deferred policy acquisition costs and deferred sales inducements.  The net impact of the updates to lapse rate and partial withdrawal 
assumptions resulted in an increase in the liability for lifetime income benefit riders due to a greater amount of expected benefit payments in 
excess of account values.

2019 Assumption Updates

The most significant assumption updates made during 2019 were to lapse and utilization assumptions.  We had credible lapse and utilization 
data based upon a comprehensive experience study spanning over 10 years on our products with lifetime income benefit riders and have 
experienced lapse rates that are lower than previously estimated.  

Lower lapse assumptions resulted in an expectation that more policyholders will turn on their lifetime income benefit than previously 
anticipated which results in a greater amount of benefit payments in excess of account value and the need for a greater liability for lifetime 
income benefit riders.  The decrease in lapse rate assumptions also resulted in policies being in force for a longer period of time and an 
increase in expected gross profits as compared to previous estimates.  The higher level of expected future gross profits resulted in an increase 
in the balances of deferred policy acquisition costs and deferred sales inducements.
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Our historical experience also indicated that the ultimate utilization of certain lifetime income benefit riders was expected to be less than our 
prior assumptions and the timing of utilization of lifetime income benefit riders is later than in our prior assumptions.  We reduced our 
ultimate utilization assumptions for fee riders from 75% to 60% and for no-fee riders from 37.5% to 30%, for policies issued in 2014 and 
prior years.  The net effect of the utilization assumption revisions resulted in a decrease in the liability for lifetime income benefit riders and 
partially offset the increase in the reserve for lifetime income benefit riders from the change in lapse assumptions.

In addition, we updated our assumptions regarding future crediting/discount rates.  We assumed a 3.80% U.S. Treasury rate with a 20 year 
mean revision period.  Our assumption for aggregate investment spread was 2.60% which translated to an ultimate discount rate of 2.90%.  
While the aggregate spread of 2.60% did not change from prior estimates, our estimates of the profitability of individual cohorts changed with 
the use of an aggregate portfolio yield across all cohorts.  This assumption update resulted in a change in the allocation of profitability by 
cohort, which caused a reduction in the deferred policy acquisition costs and deferred sales inducements assets and partially offset the 
increase in the deferred policy acquisition costs and deferred sales inducements assets from the change in lapse assumptions.  

9.     Reinsurance and Policy Provisions

Coinsurance

We have two coinsurance agreements with EquiTrust Life Insurance Company ("EquiTrust"), covering 70% of certain of American Equity 
Life's fixed index and fixed rate annuities issued from August 1, 2001 through December 31, 2001, 40% of those contracts issued during 2002 
and 2003, and 20% of those contracts issued from January 1, 2004 to July 31, 2004.  The business reinsured under these agreements may not 
be recaptured.  Coinsurance deposits (aggregate policy benefit reserves transferred to EquiTrust under these agreements) were $381.4 million 
and $428.0 million at December 31, 2021 and 2020, respectively.  We remain liable to policyholders with respect to the policy liabilities 
ceded to EquiTrust should EquiTrust fail to meet the obligations it has coinsured.  The balance due under these agreements to EquiTrust was 
$7.8 million and $9.7 million at December 31, 2021 and 2020, respectively, and represents the fair value of call options held by us to fund 
index credits related to the ceded business net of cash due to or from EquiTrust related to monthly settlements of policy activity and other 
expenses.

We have three coinsurance agreements with Athene Life Re Ltd. ("Athene"), an unauthorized life reinsurer domiciled in Bermuda.  One 
agreement ceded 20% of certain of American Equity Life's fixed index annuities issued from January 1, 2009 through March 31, 2010.  The 
second agreement ceded 80% of American Equity Life's multi-year rate guaranteed annuities issued from July 1, 2009 through December 31, 
2013 and 80% of Eagle Life's multi-year rate guaranteed annuities issued from November 20, 2013 through December 31, 2013.  The third 
agreement ceded 80% of certain of American Equity Life's and Eagle Life's multi-year rate guaranteed annuities issued on or after January 1, 
2014 through December 31, 2020, 80% of Eagle Life's fixed index annuities issued prior to January 1, 2017, 50% of certain of Eagle Life's 
fixed index annuities issued from January 1, 2017 through December 31, 2018, 20% of certain of Eagle Life's fixed index annuities issued on 
or after January 1, 2019 through December 31, 2020 and 80% of certain of American Equity Life's fixed index annuities issued from August 
1, 2016 through December 31, 2016.  Effective January 1, 2021, no new business is being ceded to Athene.  The business reinsured under any 
of the Athene agreements may not be recaptured.  Coinsurance deposits (aggregate policy benefit reserves transferred to Athene under these 
agreements) were $3.7 billion and $4.4 billion at December 31, 2021 and 2020, respectively.  American Equity Life is an intermediary for 
reinsurance of Eagle Life's business ceded to Athene.  American Equity Life and Eagle Life remain liable to policyholders with respect to the 
policy liabilities ceded to Athene should Athene fail to meet the obligations it has coinsured.  The annuity deposits that have been ceded to 
Athene are secured by assets held in trusts and American Equity Life is the sole beneficiary of the trusts.  The assets in the trusts are required 
to remain at a value that is sufficient to support the current balance of policy benefit liabilities of the ceded business on a statutory basis.  If 
the value of the trust accounts would ever be less than the amount of the ceded policy benefit liabilities on a statutory basis, Athene is 
required to either establish a letter of credit or deposit securities in the trusts for the amount of any shortfall.  The balance due under these 
agreements to Athene was $74.8 million and $105.8 million at December 31, 2021 and 2020, respectively, and represents the fair value of call 
options held by us to fund index credits related to the ceded business net of cash due from Athene related to monthly settlements of policy 
activity.  Effective January 1, 2021, no new business is being ceded to Athene.

Effective July 1, 2021 American Equity Life entered into a reinsurance agreement with North End Re (North End Re reinsurance treaty), a 
wholly-owned subsidiary of Brookfield Asset Management Reinsurance Partners Ltd. (“Brookfield Reinsurance” or “Brookfield”) to reinsure 
approximately $4.3 billion of in-force fixed indexed annuity product liabilities as of the effective date of the reinsurance agreement, 70% on a 
modified coinsurance (“modco”) basis and 30% on a coinsurance basis.  The liabilities reinsured on a coinsurance basis are secured by assets 
held in both a statutory and supplemental trust (collectively referred to as the “trusts”).  The liabilities reinsured on a modco basis are secured 
by a segregated modco account in which the assets are maintained by American Equity Life.  American Equity Life transferred cash of $2.6 
billion to the segregated modco account and $1.1 billion to the statutory trust at close of this reinsurance agreement on October 8, 2021.  
American Equity Life will receive an annual ceding commission equal to 49 basis points and the Company will receive an annual asset 
liability management fee equal to 30 basis points calculated based on the initial cash surrender value of liabilities ceded.  Such fees are fixed 
and contractually guaranteed for six years with the additional and final seventh year payment partially contingent on certain performance 
obligations for both parties.  The initial net present value of the ceding commission related to the in-force business was $114.1 million. 
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As part of the North End Re reinsurance treaty, American Equity Life is also ceding 75% of certain fixed index annuities issued after the 
effective date of the agreement, 70% on a modco basis and 30% on a coinsurance basis to North End Re.  On sales subsequent to the effective 
date of the North End Re reinsurance treaty, American Equity Life will receive an annual ceding commission equal to 140 basis points and 
the Company will receive an annual asset liability management fee equal to 30 basis points calculated based on the initial cash surrender 
value of liabilities ceded.  Such fees are fixed and contractually guaranteed for six years with the additional and final seventh year payment 
being contingent on certain performance obligations for both parties.  The initial net present value of the ceding commission related to the 
flow business ceded in 2021 was $27.1 million.  The asset liability management fee recognized in Other revenue in 2021 was $5.5 million.

In addition, American Equity Life will receive certain acquisition cost reimbursements and an on-going annual expense reimbursement on 
each policy subject to the reinsurance agreement for the entirety of the policy duration.

As a result of the North End Re reinsurance treaty, there is a deferred gain of $321.7 million which is recorded in Other liabilities as of 
December 31, 2021.  This deferred gain represents the unamortized portion of the cost of reinsurance related to the in-force business and new
business in the third and fourth quarter which will be amortized over the life of the underlying reinsured policies.  The deferred gain consists 
primarily of the difference between liabilities ceded and assets transferred as part of the reinsurance agreement and the present value of the 
ceding commissions previously noted offset by a reduction in deferred policy acquisition costs associated with the the in-force business 
ceded.  The amortization of the deferred gain recognized in Other revenue in 2021 was $10.2 million.

American Equity Life remains liable to policyholders with respect to the policy liabilities ceded to North End Re should North End Re fail to 
meet the obligations it has reinsured.  

The assets in the trusts and modco account are required to remain at a value that is sufficient to support the current balance of policy benefit 
liabilities of the ceded business on a statutory basis.  The assets in the trusts and modco account are subject to investment management 
agreements between American Equity Life and North End Re.

As of December 31, 2021, coinsurance deposits (aggregate policy benefits reserves transferred to North End Re under these agreements) were 
$4.6 billion.  The balance due under these agreements to North End Re was $127.9 million which is recorded in Other liabilities at 
December 31, 2021.

Separate from the reinsurance transaction, Brookfield Reinsurance, has an approximate 9.8% interest in the Company's outstanding common 
stock as of December 31, 2021.  See Note 16 - Earnings Per Common Share and Stockholders' Equity for further discussion of Brookfield's 
ownership.

Amounts ceded to EquiTrust, Athene and North End Re under these agreements are as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Consolidated Statements of Operations
Annuity product charges $ 20,351 $ 7,021 $ 7,792 
Change in fair value of derivatives  140,641  43,080  97,195 

$ 160,992 $ 50,101 $ 104,987 

Interest sensitive and index product benefits $ 303,035 $ 152,485 $ 132,127 
Change in fair value of embedded derivatives  (76,915)  4,352  109,002 
Other operating costs and expenses  16,440  17,663  18,778 

$ 242,560 $ 174,500 $ 259,907 
Consolidated Statements of Cash Flows
Annuity deposits $ (424,819) $ (35,667) $ (290,040) 
Cash payments to policyholders  984,260  466,311  381,276 

$ 559,441 $ 430,644 $ 91,236 

We calculate estimated losses on reinsurance recoverable balances by determining an expected loss ratio.  The expected loss ratio is based on 
industry historical loss experience and expected recovery timing adjusted for certain current and forecasted environmental factors 
management believes to be relevant.  Estimated losses related to our reinsurance recoverable balances were $2.3 million and $1.9 million as 
of December 31, 2021 and 2020, respectively.

We monitor concentration of reinsurance risk with third party reinsurers and monitor concentration as well as financial strength ratings of our 
reinsurers.  
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Financing Arrangements 

Effective April 1, 2019, we entered into a reinsurance agreement with Hannover Life Reassurance Company of America ("Hannover"), which 
was treated as reinsurance under statutory accounting practices and as a financing arrangement under GAAP.  The statutory surplus benefit 
under this agreement was eliminated under GAAP and the associated charges were recorded as risk charges and included in Other operating 
costs and expenses in the Consolidated Statements of Operations.  The 2019 Hanover Agreement was a coinsurance funds withheld 
reinsurance agreement for statutory purposes covering 80% of lifetime income benefit rider payments in excess of policy fund values and 
waived surrender charges related to penalty free withdrawals on certain business.  

The reserve credit recorded on a statutory basis by American Equity Life under the 2019 Hannover agreement was $1.4 billion at 
December 31, 2020.  We paid a quarterly risk charge based on the pretax statutory benefit as of the end of each calendar quarter.  Risk 
charges attributable to our 2019 agreement with Hannover were $33.1 million, $44.7 million, and $37.8 million during 2021, 2020 and 2019, 
respectively.  Effective October 1, 2021, we recaptured the 2019 Hannover agreement.

Intercompany Reinsurance Agreements

Effective October 1, 2021, American Equity Life entered into a reinsurance agreement with AEL Re Vermont, a wholly-owned captive 
reinsurance company, to cede a portion of lifetime income benefit rider payments in excess of policy fund values on a funds withheld basis 
("The AEL Re Vermont Agreement").  In connection with the agreement, AEL Re Vermont entered into an excess of loss ("XOL") 
reinsurance agreement with Hannover to retrocede the lifetime income benefit rider payments in excess of the policy fund values ceded under 
the AEL Re Vermont Agreement after the funds withheld account balance is exhausted.  AEL Re Vermont is permitted to carry the XOL 
treaty as an admitted asset on the AEL Re Vermont statutory balance sheet.  The effects of this agreement are not accounted for as reinsurance 
as it does not satisfy the risk transfer requirements for GAAP.  AEL Re Vermont incurred risk charges of $2.8 million during the year ended 
December 31, 2021 in relation to this XOL agreement with Hannover.  The risk charges are included in other Operating costs and expenses in 
the Consolidated Statements of Operations. 

Effective December 31, 2021, American Equity Life executed a coinsurance agreement with AEL Re Bermuda, an affiliated Bermuda 
reinsurer wholly owned by American Equity Investment Life Holding Company, to reinsure a quota share of fixed index annuities issued 
from January 1, 1997 through December 31, 2007.  The treaty is maintained on a funds withheld basis.  American Equity Life ceded $3.8 
billion of statutory reserves and interest maintenance reserves.

All intercompany balances have been eliminated in the preparation of the accompanying financial statements.  

10.    Income Taxes

We file consolidated federal income tax returns that include all of our wholly-owned subsidiaries.  Our income tax expense as presented in the 
consolidated financial statements is summarized as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Consolidated statements of operations:

Current income taxes $ 332 $ 3,430 $ 12,528 
Deferred income taxes  128,423  141,071  56,947 

Total income tax expense included in consolidated statements of operations  128,755  144,501  69,475 
Stockholders' equity:

Expense (benefit) relating to:
Adoption of expected credit loss model  —  (2,543)  — 
Change in net unrealized investment losses  (90,284)  225,746  372,472 

Total income tax expense included in consolidated financial statements $ 38,471 $ 367,704 $ 441,947 

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

F-43



Income tax expense in the consolidated statements of operations differed from the amount computed at the applicable statutory federal income 
tax rates of 21% for the years ended December 31, 2021, 2020, and 2019 as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
Income before income taxes $ 602,747 $ 815,961 $ 315,565 

Income tax expense on income before income taxes $ 126,577 $ 171,352 $ 66,269 
Tax effect of:

State income taxes  5,239  5,749  5,111 
Tax exempt net investment income  (4,715)  (4,602)  (4,385) 
Tax rate differential on net operating loss carryback  —  (30,041)  — 
Other  1,654  2,043  2,480 

Income tax expense $ 128,755 $ 144,501 $ 69,475 
Effective tax rate  21.4 %  17.7 %  22.0 %

The effective tax rate for the year ended December 31, 2020 was positively impacted by $30.0 million related to the provision of the CARES 
ACT which allowed net operating losses for 2018 through 2020 to be carried back to previous tax years in which a 35% statutory tax rate was 
in effect.

Deferred income tax assets or liabilities are established for temporary differences between the financial reporting amounts and tax bases of 
assets and liabilities that will result in deductible or taxable amounts, respectively, in future years.  The tax effects of temporary differences 
that give rise to the deferred tax assets and liabilities at December 31, 2021 and 2020, are as follows:

December 31,
2021 2020

(Dollars in thousands)
Deferred income tax assets:

Policy benefit reserves $ 1,373,485 $ 1,586,000 
Credit losses/Impairments  15,275  28,519 
Other policyholder funds  3,332  3,789 
Deferred compensation  3,434  2,161 
Share-based compensation  5,171  2,189 
Net operating loss carryforwards  87,314  — 
Other  1,140  3,569 
Gross deferred tax assets  1,489,151  1,626,227 

Deferred income tax liabilities:
Deferred policy acquisition costs and deferred sales inducements  (1,170,859)  (1,268,790) 
Net unrealized gains on available for sale fixed maturity securities  (489,290)  (579,766) 
Derivative instruments  (107,717)  (119,444) 
Policy benefit reserves  (98,616)  (123,270) 
Investment income items  (56,285)  (28,719) 
Amounts due reinsurer  (103,234)  (5,636) 
Other  (5,122)  (4,602) 

Gross deferred tax liabilities  (2,031,123)  (2,130,227) 
Net deferred income tax liability $ (541,972) $ (504,000) 

Included in deferred income taxes is the expected income tax benefit attributable to unrealized losses on available for sale fixed maturity 
securities.  There is no valuation allowance provided for the deferred income tax asset attributable to unrealized losses on available for sale 
fixed maturity securities.  Management expects that the passage of time will result in the reversal of these unrealized losses due to the fair 
value increasing as these securities near maturity.  We have the intent and ability to hold these securities to maturity and do not believe it 
would be necessary to liquidate these securities at a loss.  In addition, we have the ability to sell fixed maturity securities in unrealized gain 
positions to offset realized deferred income tax assets attributable to unrealized losses on available for sale fixed maturity securities.
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Realization of our deferred income tax assets is more likely than not based on expectations as to our future taxable income and considering all 
other available evidence, both positive and negative.  Therefore, no valuation allowance against deferred income tax assets has been 
established as of December 31, 2021 and 2020.

There were no material income tax contingencies requiring recognition in our consolidated financial statements as of December 31, 2021.  
Our tax returns are subject to audit by various federal, state and local tax authorities.  The Company's income tax returns are subject to 
examination by the IRS and state tax authorities, generally for three years after they are due or filed, whichever is later.  Tax years ended 
before December 31, 2018 are no longer open to examination by the IRS.

At December 31, 2021, we have $87.3 million of  net operating loss carryforwards for federal income tax purposes.

11.     Notes Payable and Amounts Due Under Repurchase Agreements

Notes payable includes the following:

December 31,
2021 2020

(Dollars in thousands)
Senior notes due 2027

Principal $ 500,000 $ 500,000 
Unamortized debt issue costs  (3,537)  (4,086) 
Unamortized discount  (213)  (246) 

$ 496,250 $ 495,668 

On June 16, 2017, we issued $500 million aggregate principal amount of senior unsecured notes due 2027 which bear interest at 5.0% per 
year and will mature on June 15, 2027 (the “2027 Notes”).  The 2027 Notes were issued at a $0.3 million discount, which is being amortized 
over the term of the 2027 Notes using the effective interest method.  Contractual interest is payable semi-annually in arrears each June 15th 
and December 15th.  The initial transaction fees and costs totaling $5.8 million were capitalized as deferred financing costs and are being 
amortized over the term of the 2027 Notes using the effective interest method.  

On September 30, 2016, we entered into a credit agreement with six banks that provided for a $150 million unsecured revolving line of credit 
(the "Revolving Facility") that terminated on September 30, 2021 and a $100 million term loan that was scheduled to terminate on September 
30, 2019 but was repaid on June 16, 2017 without penalty.  No amounts were outstanding under the Revolving Facility at December 31, 2020.  

As part of our investment strategy, we enter into securities repurchase agreements (short-term collateralized borrowings).  When we do 
borrow cash on these repurchase agreements, we pledge collateral in the form of debt securities with fair values approximately equal to the 
amount due and we use the cash to purchase debt securities ahead of the time we collect the cash from selling annuity policies to avoid a lag 
between the investment of funds and the obligation to credit interest to policyholders.  We earn investment income on the securities purchased 
with these borrowings at a rate in excess of the cost of these borrowings.  We had no borrowings under repurchase agreements during the year 
ended December 31, 2021.  Such borrowings averaged $14.3 million and $33.0 million for the years ended December 31, 2020 and 2019, 
respectively.  The maximum amount borrowed during 2020 and 2019 was $186.4 million and $243.6 million, respectively.  The weighted 
average interest rate on amounts due under repurchase agreements was 1.73% and 2.99% for the years ended December 31, 2020 and 2019, 
respectively.  

12.  Subordinated Debentures

Our wholly-owned subsidiary trusts (which are not consolidated) have issued fixed rate and floating rate trust preferred securities and have 
used the proceeds from these offerings to purchase subordinated debentures from us.  We also issued subordinated debentures to the trusts in 
exchange for all of the common securities of each trust.  The sole assets of the trusts are the subordinated debentures and any interest accrued 
thereon.  The interest payment dates on the subordinated debentures correspond to the distribution dates on the trust preferred securities issued 
by the trusts.  The trust preferred securities mature simultaneously with the subordinated debentures.  Our obligations under the subordinated 
debentures and related agreements provide a full and unconditional guarantee of payments due under the trust preferred securities.  All 
subordinated debentures are callable by us at any time, except for the Trust II subordinated debt obligations.

Following is a summary of subordinated debt obligations to the trusts at December 31, 2021 and 2020:

December 31,
2021 2020 Interest Rate Due Date

(Dollars in thousands)
American Equity Capital Trust II $ 78,421 $ 78,112 5% June 1, 2047
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The principal amount of the subordinated debentures issued by us to American Equity Capital Trust II ("Trust II") is $100.0 million.  These 
debentures were assigned a fair value of $74.7 million at the date of issue (based upon an effective yield-to-maturity of 6.8%).  The difference 
between the fair value at the date of issue and the principal amount is being accreted over the life of the debentures.  The trust preferred 
securities issued by Trust II were issued to Iowa Farm Bureau Federation, which owns more than 50% of the voting capital stock of FBL 
Financial Group, Inc. ("FBL").  The consideration received by Trust II in connection with the issuance of its trust preferred securities 
consisted of fixed income securities of equal value which were issued by FBL.

We redeemed subordinated debentures issued to American Equity Capital Trust IV and American Equity Capital Trust XII during January 
2020 and subordinated debentures issued to American Equity Capital Trust III during February 2020.

13.   Retirement and Share-based Compensation Plans

We have adopted a contributory defined contribution plan which is qualified under Section 401(k) of the Internal Revenue Code.  The plan 
covers substantially all of our full-time employees subject to minimum eligibility requirements.  Employees can contribute a percentage of 
their annual salary (up to a maximum annual contribution of $19,500 in 2021, $19,500 in 2020 and $19,000 in 2019) to the plan.  We 
contribute an additional amount, subject to limitations, based on the voluntary contribution of the employee.  Further, the plan provides for 
additional employer contributions based on the discretion of the Board of Directors.  Plan contributions charged to expense were $2.7 million, 
$2.4 million and $1.8 million for the years ended December 31, 2021, 2020 and 2019, respectively.

The following table summarizes compensation expense recognized for employees and directors as a result of share-based compensation:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
ESOP $ 3,377 $ 2,908 $ 2,547 
Employee Incentive Plans  22,886  7,855  6,559 
Director Equity Plans  1,262  1,056  922 

$ 27,525 $ 11,819 $ 10,028 

The principal purpose of the American Equity Investment Employee Stock Ownership Plan ("ESOP") is to provide each eligible employee 
with an equity interest in us.  Employees become eligible once they have completed a minimum of six months of service.  Employees become 
100% vested after two years of service.  Our contribution to the ESOP is determined by the Board of Directors.

During 2020, the 2016 Employee Incentive Plan ("2016 Plan") was amended and renamed the American Equity Investment Life Holding 
Company Amended and Restated Equity Incentive Plan ("Amended Plan").  The Amended Plan increased the number of shares of Common 
stock reserved for issuance by 3,000,000 shares to 5,500,000 shares of our Common stock which may be issued in the form of grants of 
options, stock appreciation rights, restricted stock awards and restricted stock units.  In addition, the Amended Plan allows for awards to be 
granted to members of the Board of Directors of the Company.

At December 31, 2021, we had 1,924,101 shares of common stock available for future grant under the Amended Plan.

We have a long-term performance incentive plan under which certain members of our management team are granted performance-based 
restricted stock units pursuant to the Amended Plan or the 2016 Plan.  During 2021, 2020 and 2019, we granted 186,091, 217,781 and 
152,678 restricted stock units under these plans, respectively.  For the 2021 grant, vesting is tied to threshold, target and maximum 
performance goals for the three year period ending December 31, 2023.  Fifty percent of the restricted stock units will vest if we meet 
threshold goals, 100% of the restricted stock units will vest if we meet target performance goals and 200% of the restricted stock units will 
vest if we meet maximum performance goals.  For the 2020 and 2019 grants, vesting is tied to threshold, target and maximum performance 
goals for the three year periods ending December 31, 2022 and December 31, 2021, respectively.  Fifty percent of the restricted stock units 
will vest if we meet threshold goals, 100% of the restricted stock units will vest if we meet target performance goals and 150% of the 
restricted stock units will vest if we meet maximum performance goals.  Compensation expense is recognized over the three year vesting 
period based on the likelihood of meeting threshold, target and maximum goals.  Restricted stock units that ultimately vest are payable in an 
equal number of shares of our common stock.  Restricted stock units are accounted for as equity awards and the estimated fair value of 
restricted stock units is based upon the closing price of our common stock on the date of grant. 

During 2021, 2020 and 2019 we granted 199,597, 133,429 and 72,696, respectively, time-based restricted stock units to employees under the 
Amended Plan or the 2016 Plan.  These grants vest one to three years following the grant date provided the participant remains employed 
with us.  Shares will vest early upon an employee reaching 65 years of age with 10 years of service with us.  Compensation expense is 
recognized over the vesting period.  Restricted stock units that ultimately vest are payable in an equal number of shares of our common stock.  
Restricted stock units are accounted for as equity awards and the estimated fair value of restricted stock units is based upon the closing price 
of our common stock on the date of grant.
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During 2021 and 2020, we granted 391,553 and 105,809 options to employees under the Amended Plan or the 2016 Plan at an exercise price 
equal to the fair market value of our common stock on the date of grant.  These options vest over a period of one to five years and expire 10 
years after the grant date.  Compensation expense is recognized over the vesting period.

During 2021 and 2020, we granted 855,052 and 709,958 performance-based options ("Performance Options") to employees under the 
Amended Plan at an exercise price equal to the fair market value of our common stock on the date of grant.  These Performance Options vest 
based upon the timing of meeting the market condition of a 30-day volume weighted average common stock price of $37.00 per common 
share.  Fifty percent of the Performance Options granted vest upon the later of: (i) the market condition noted above being met; and (ii) the 
one year anniversary of the Grant Date.  The remaining fifty percent of the Performance Options granted vest on the one year anniversary of 
the vesting of the initial fifty percent of the Performance Options.  The market condition for these performance options was met on January 4, 
2022.  Compensation expense for the Performance Options is recognized over the requisite service period. 

During 2021 and 2020, we issued 39,273 and 51,450 shares of common stock under the Amended Plan to our Directors, all of which are 
restricted stock, and which vest on the earlier of the next annual meeting date or one year from the grant date provided the individual remains 
a Director during that time period.

The 2013 Director Equity and Incentive Plan authorized the grant of options, stock appreciation rights, restricted stock awards and restricted 
stock units convertible into or based upon our common stock of up to 250,000 shares to our Directors.  During 2019, we issued 32,000 shares 
of common stock, respectively, all of which are restricted stock, and which vested on the earlier of the next annual meeting date or one year 
from the grant date provided the individual remains a Director during that time period.  At December 31, 2021, there were no shares of 
common stock available for future grant under the 2013 Director and Equity Incentive Plan. 

During 2014, we established the 2014 Independent Insurance Agent Restricted Stock and Restricted Stock Unit Plan, which was amended 
during 2016.  Under the amended plan, agents of American Equity Life received grants of restricted stock and restricted stock units based 
upon their individual sales.  The plan authorized grants of up to 1,800,000 shares of our common stock.  At December 31, 2021, there were no 
shares of common stock available for future grant under the amended 2014 Independent Insurance Agent Restricted Stock and Restricted 
Stock Unit Plan.  We recognized commission expense and an increase to additional paid-in capital as share-based compensation equal to the 
fair value of the restricted stock and restricted stock units as they were earned.

In January 2017, American Equity Life's agents were granted 363,624 restricted stock units based on their production during 2016.  In 
January 2020, agents vested in 58,617 restricted stock units granted in January 2017 based on their continued service as an independent agent 
and their 2019 individual sales of our products, and for which we recorded commission expense (capitalized as deferred policy acquisition 
costs) of $1.4 million in 2019.  In January 2021, agents vested in 41,735 restricted stock units granted in January 2017 based on their 
continued service as an independent agent and their 2020 individual sales of our products, and for which we recorded commission expense 
(capitalized as deferred policy acquisition costs) of $0.9 million in 2020.  In January 2022, agents vested in 3,568 restricted stock units 
granted in January 2017 based on their continued service as an independent agent and their 2021 individual sales of our products, and for 
which we recorded commission expense (capitalized as deferred policy acquisition costs) of $0.2 million in 2021. 

In January 2016, American Equity Life's agents were granted 650,683 restricted stock units based on their production during 2015.  In 
January 2020, agents vested in 89,382 restricted stock units granted in January 2016 based on their continued service as an independent agent 
and their 2019 individual sales of our products, and for which we recorded commission expense (capitalized as deferred policy acquisition 
costs) of $2.2 million in 2019.  In January 2021, agents vested in 4,042 restricted stock units granted in January 2016 based on their continued 
service as an independent agent and their 2020 individual sales of our products, and for which we recorded commission expense (capitalized 
as deferred policy acquisition costs) of $0.1 million in 2020.

For the restricted stock units granted to agents in January of 2017 and 2016, 20% of the restricted stock units vested one year from the grant 
date if the agent was in good standing with American Equity Life at that date.  The remaining 80% of the restricted stock units granted to 
retirement eligible individuals vest over a three year period if the agent remains in good standing with American Equity Life.  The remaining 
80% of the restricted stock units granted to non-retirement eligible individuals vest based on the agent's individual sales and continued service 
as an independent agent over a period of time not to exceed five years.

Our 2000 Director Stock Option Plan, 2009 Employee Incentive Plan and 2011 Director Stock Option Plan authorized grants of options to 
officers, directors and employees for an aggregate of up to 2,975,000 shares of our common stock.  All options granted under these plans have 
ten year terms and a six month or three year vesting period after which they become fully exercisable immediately.  As of December 31, 
2021, there were no options available for grant under these plans.

During 2007, 2010 and 2012 we established Independent Insurance Agent Stock Option plans.  Under these plans, agents of American Equity 
Life received grants of options to acquire shares of our common stock based upon their individual sales.  The plans authorized grants of 
options to agents for an aggregate of up to 8,000,000 shares of our common stock.  As of December 31, 2021, there were no options available 
for future grant under these plans.  We recognized commission expense and an increase to additional paid-in capital as share-based 
compensation equal to the fair value of the options as they were earned.  
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Changes in the number of stock options granted to employees and agents outstanding during the years ended December 31, 2021, 2020 and 
2019 are as follows:

Number of
Shares

Weighted-Average
Exercise Price

per Share

Total
Exercise

Price
(Dollars in thousands, except per share data)

Outstanding at January 1, 2019  1,221,865 $ 17.41 $ 21,273 
Granted  —  —  — 
Canceled  (22,600)  18.14  (410) 
Exercised  (370,352)  11.76  (4,357) 

Outstanding at December 31, 2019  828,913  19.91  16,506 
Granted  815,767  26.70  21,778 
Canceled  (31,200)  21.50  (670) 
Exercised  (355,563)  16.98  (6,038) 

Outstanding at December 31, 2020  1,257,917  25.10  31,576 
Granted  1,246,605  29.15  36,336 
Canceled  (146,803)  25.44  (3,735) 
Exercised  (295,000)  22.88  (6,749) 

Outstanding at December 31, 2021  2,062,719  27.84 $ 57,428 

The following table summarizes information about stock options outstanding at December 31, 2021:

Stock Options Outstanding Stock Options Vested

Range of Exercise Prices
Number of

Awards
Remaining
Life (yrs)

Weighted-Average
Exercise Price

Per Share
Number of

Awards
Remaining
Life (yrs)

Weighted-Average
Exercise Price

Per Share
$10.52  42,000 0.43 $ 10.52  42,000 0.43 $ 10.52 
$21.89 - $26.72  398,320 8.84  26.11  — 0.00  — 
$27.05 - $32.58  1,622,399 9.10  28.71  — 0.00  — 
$10.52 - $32.58  2,062,719 8.87  27.84  42,000 0.43  10.52 

The aggregate intrinsic value for stock options outstanding and vested awards was $22.9 million and $1.2 million, respectively, at 
December 31, 2021.  For the years ended December 31, 2021, 2020 and 2019, the total intrinsic value of options exercised by officers, 
directors and employees was $1.2 million, $2.2 million and $3.4 million, respectively.  Intrinsic value for stock options is calculated as the 
difference between the exercise price of the underlying awards and the price of our common stock as of the reporting date.  Cash received 
from stock options exercised for the years ended December 31, 2021, 2020 and 2019 was $6.7 million, $6.0 million and $4.4 million, 
respectively. 

We have deferred compensation arrangements with certain officers, directors, and consultants, whereby these individuals agreed to take our 
common stock at a future date in lieu of cash payments at the time of service.  The common stock is to be issued in conjunction with a 
"trigger event," as that term is defined in the individual agreements.  At both December 31, 2021 and 2020, these individuals have earned, and 
we have reserved for future issuance, 4,500 shares of common stock pursuant to these arrangements.  No equity-based deferred compensation 
arrangements were in effect during 2021, 2020 or 2019. 

We have deferred compensation agreements with certain former officers whereby these individuals have deferred certain salary and bonus 
compensation which is deposited into the American Equity Officer Rabbi Trust (Officer Rabbi Trust).  The assets of the Officer Rabbi Trust 
are included in our assets and a corresponding deferred compensation liability is recorded.  The deferred compensation liability is recorded at 
the fair market value of the assets in the Officer Rabbi Trust with the change in fair value included as a component of compensation expense.  
The deferred compensation liability related to these agreements was $1.0 million and $0.8 million at December 31, 2021 and 2020, 
respectively.  The Officer Rabbi Trust held 26,011 shares and 27,661 shares of our common stock at December 31, 2021 and 2020, 
respectively, which are treated as treasury shares.
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14.   Statutory Financial Information and Dividend Restrictions

Statutory accounting practices prescribed or permitted by regulatory authorities for our life insurance subsidiaries differ from GAAP.  Net 
income (loss) for our primary life insurance subsidiary as determined in accordance with statutory accounting practices was as follows:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands)
American Equity Life $ (863,818) $ (34,467) $ 143,309 

Statutory capital and surplus for our primary life insurance subsidiary was as follows:

December 31,
2021 2020

(Dollars in thousands)
American Equity Life $ 4,078,532 $ 3,728,732 

The net loss realized by American Equity Life in accordance with statutory accounting practices for the year ended December 31, 2021 was 
primarily due to the impact of the recapture of the 2019 Hannover Agreement.  American Equity Life is domiciled in the State of Iowa and is 
regulated by the Iowa Insurance Division.  In some instances, the Iowa Insurance Division has adopted prescribed or permitted statutory 
accounting practices that differ from the required accounting outlined in National Association of Insurance Commissioners ("NAIC") 
Statutory Accounting Principles ("SAP").  For the year ended December 31, 2021, American Equity Life's use of prescribed statutory 
accounting practices resulted in lower statutory capital and surplus of $210.2 million relative to NAIC SAP due to its accounting for call 
option derivative instruments and fixed index annuity reserves.  For the year ended December 31, 2020, American Equity Life's use of the 
same prescribed statutory accounting practice resulted in lower statutory capital and surplus of $366.3 million.  We purchase call options to 
hedge the growth in interest credited on fixed index products.  The Iowa Insurance Division allows an insurer to elect (1) to use an amortized 
cost method to account for such call options and (2) to use a fixed index annuity reserve calculation methodology under which call options 
associated with the current index interest crediting term are valued at zero.

Life insurance companies are subject to the NAIC risk-based capital (RBC) requirements which are intended to be used by insurance 
regulators as an early warning tool to identify deteriorating or weakly capitalized insurance companies for the purpose of initiating regulatory 
action.  Calculations using the NAIC formula indicated that American Equity Life's ratio of total adjusted capital to the highest level of 
required capital at which regulatory action might be initiated (Company Action Level) is as follows:

December 31,
2021 2020

(Dollars in thousands)
Total adjusted capital $ 4,437,574 $ 3,978,901 
Company Action Level RBC  1,108,796  1,069,434 
Ratio of adjusted capital to Company Action Level RBC  400 %  372 %

Prior approval of regulatory authorities is required for the payment of dividends to the parent company by American Equity Life which 
exceed an annual limitation.  American Equity Life may pay dividends without prior approval, unless such payments, together with all other 
such payments within the preceding twelve months, exceed the greater of (1) net gain from operations before net realized capital gains/losses 
for the preceding calendar year or, (2) 10% of the American Equity Life's surplus at the preceding year-end.  The amount of dividends 
permitted to be paid by American Equity Life to its parent company without prior approval of regulatory authorities is $407.9 million as of 
December 31, 2021.

The Parent Company relies on its subsidiaries for cash flow, which has primarily been in the form of investment management fees and 
dividends.  Retained earnings in our consolidated financial statements primarily represent undistributed earnings of American Equity Life.  As 
such, our ability to pay dividends is limited by the regulatory restriction placed upon insurance companies as described above.  In addition, 
American Equity Life retains funds to allow for sufficient capital for growth.
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15.   Commitments and Contingencies

We lease our home office space and certain equipment under various operating leases.  Rent expense for the years ended December 31, 2021, 
2020 and 2019 totaled $3.8 million, $4.2 million and $3.3 million, respectively.  At December 31, 2021, the aggregate future minimum lease
payments are $12.6 million.  The following represents payments due by period for operating lease obligations as of December 31, 2021
(dollars in thousands):

Year Ending December 31:
2022 $ 2,509 
2023  2,296 
2024  2,268 
2025  2,154 
2026  1,780 
2027 and thereafter  1,567 

We are occasionally involved in litigation, both as a defendant and as a plaintiff.  In addition, state and federal regulatory bodies, such as state 
insurance departments, the Securities and Exchange Commission ("SEC") and the Department of Labor, regularly make inquiries and conduct 
examinations or investigations concerning our compliance with, among other things, insurance laws, securities laws and the Employee 
Retirement Income Security Act of 1974, as amended.

In accordance with applicable accounting guidelines, we establish an accrued liability for litigation and regulatory matters when those matters 
present loss contingencies that are both probable and estimable.  As a litigation or regulatory matter is developing we, in conjunction with 
outside counsel, evaluate on an ongoing basis whether the matter presents a loss contingency that meets conditions indicating the need for 
accrual and/or disclosure, and if not, the matter will continue to be monitored for further developments.  If and when the loss contingency 
related to litigation or regulatory matters is deemed to be both probable and estimable, we will establish an accrued liability with respect to 
that matter and will continue to monitor the matter for further developments that may affect the amount of the accrued liability. 

There can be no assurance that any pending or future litigation will not have a material adverse effect on our business, financial condition, or 
results of operations.

In addition to our commitments to fund mortgage loans, we have unfunded commitments at December 31, 2021 to limited partnerships of 
$439.6 million and to fixed maturity securities of $26.4 million.

16.   Earnings Per Common Share and Stockholders' Equity

Earnings Per Common Share

The following table sets forth the computation of earnings per common share and earnings per common share - assuming dilution:

Year Ended December 31,
2021 2020 2019

(Dollars in thousands, except per share data)
Numerator:
Net income available to common stockholders - numerator for earnings per common 

share $ 430,317 $ 637,945 $ 246,090 

Denominator:
Weighted average common shares outstanding  93,860,378  92,055,035  91,139,453 
Effect of dilutive securities:

Stock options and deferred compensation agreements  271,422  93,014  304,196 
Restricted stock and restricted stock units  359,359  244,447  338,593 

Denominator for earnings per common share - assuming dilution  94,491,159  92,392,496  91,782,242 

Earnings per common share $ 4.58 $ 6.93 $ 2.70 
Earnings per common share - assuming dilution $ 4.55 $ 6.90 $ 2.68 

There were no options to purchase shares of our common stock outstanding excluded from the computation of diluted earnings per common 
share during the years ended December 31, 2021, 2020 and 2019, as the exercise price of all options outstanding was less than the average 
market price of our common shares for those periods.
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Stockholders' Equity

On June 10, 2020, we issued 12,000 shares of 6.625% Fixed-Rate Reset Non-Cumulative Preferred Stock, Series B ("Series B") with a $1.00 
par value per share and a liquidation preference of $25,000 per share, for aggregate net proceeds of $290.3 million. 

On November 21, 2019 we issued 16,000 shares of 5.95% Fixed-Rate Reset Non-Cumulative Preferred Stock, Series A ("Series A") with a 
$1.00 par value per share and a liquidation preference of $25,000 per share, for aggregate net proceeds of $388.9 million.  We used a portion 
of the proceeds to redeem all of our floating rate subordinated debentures.  See Note 12 - Subordinated Debentures for more information on 
the redemption of our subordinated debentures.

Dividends on the Series A and Series B preferred stock are payable on a non-cumulative basis only when, as and if declared, quarterly in 
arrears on the first day of March, June, September and December of each year, commencing on March 1, 2020 for Series A and on December 
1, 2020 for Series B.  For the year ended December 31, 2021, we paid dividends totaling $23.8 million and $19.9 million on the Series A 
preferred stock and Series B preferred stock, respectively.  For the year ended December 31, 2020, we paid dividends totaling $24.5 million 
and $9.0 million on the Series A preferred stock and Series B preferred stock, respectively.  The Series A and Series B preferred stock rank 
senior to our common stock with respect to dividends, to the extent declared, and in liquidation, to the extent of the liquidation preference.  
The Series A and Series B preferred stock are not subject to any mandatory redemption, sinking fund, retirement fund, purchase fund or 
similar provisions.

Brookfield Equity Investment

On October 18, 2020, we announced an agreement with Brookfield under which Brookfield will acquire up to a 19.9% ownership interest of 
common stock in the Company.  The equity investment by Brookfield will take place in two stages: an initial purchase of a 9.9% equity 
interest at $37.00 per share which closed on November 30, 2020 with Brookfield purchasing 9,106,042 shares, and a second purchase of up to 
an incremental 10.0% equity interest, at the greater value of $37.00 per share or adjusted book value per share (excluding AOCI and the net 
impact of fair value accounting for derivatives and embedded derivatives).  The second equity investment is subject to finalization of a 
reinsurance transaction that closed on October 8, 2021, receipt of applicable regulatory approvals and other closing conditions.  Regulatory 
approval related to the second equity investment was received on December 29, 2021 and an additional 6,775,000 shares were issued to 
Brookfield at $37.33 per share in January of 2022.  Brookfield also received one seat on the Company’s Board of Directors following the 
initial equity investment.

Share Repurchase Program

On October 18, 2020, the Company's Board of Directors approved a $500 million share repurchase program.  The purpose of the share 
repurchase program is to both offset dilution from the issuance of shares to Brookfield and to institute a regular cash return program for 
shareholders.  We started the buyback program on October 30, 2020 and repurchased 5.1 million shares of our common stock for $149.4 
million in the open market as of December 31, 2021.  On November 19, 2021, the Company's Board of Directors authorized the repurchase of 
an additional $500 million of Company common stock.

On November 30, 2020 we entered into an accelerated share repurchase (ASR) agreement with Citibank, N.A. to repurchase an aggregate of 
$115 million of our common stock.  Under the ASR agreement, we received an initial share delivery of approximately 3.5 million shares.  The 
final settlement of 0.5 million shares, which was based on the volume-weighted average price of our common stock during the term of the 
transaction, less a discount and subject to customary adjustments, was delivered on February 25, 2021.  The average price paid for shares 
repurchased under the ASR was $28.45 per common share.  The ASR agreement was determined to be an equity contract. 

As of December 31, 2021, we had repurchased approximately 9.1 million shares of our common stock at an average price of $29.04 per 
common share.  As of December 31, 2021, we had $736 million of Company stock authorized for repurchase by the Company's Board of 
Directors.

Through February 25, 2022, we have repurchased approximately 11.6 million shares of our common shares at an average price of $31.78 per 
common share and have approximately $630 million remaining under our share repurchase program.

Treasury Stock

As of December 31, 2021, we held 9,936,715 shares of treasury stock with a carrying value of $260.6 million.  As of December 31, 2020, we 
held 6,516,525 shares of treasury stock with a carrying value of $151.6 million.
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Schedule I—Summary of Investments—
Other Than Investments in Related Parties

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

December 31, 2021

Column A Column B Column C Column D

Type of Investment
Amortized

Cost (1)
Fair

Value

Amount at
which shown
in the balance

sheet
(Dollars in thousands)

Fixed maturity securities:
Available for sale:

United States Government full faith and credit $ 37,109 $ 37,793 $ 37,793 
United States Government sponsored agencies  1,008,920  1,040,953  1,040,953 
United States municipalities, states and territories  3,495,563  3,927,201  3,927,201 
Foreign government obligations  380,646  402,545  402,545 
Corporate securities  31,084,629  34,660,234  34,660,234 
Residential mortgage backed securities  1,056,778  1,125,049  1,125,049 
Commercial mortgage backed securities  4,708,878  4,840,311  4,840,311 
Other asset backed securities  5,226,660  5,271,857  5,271,857 

Total fixed maturity securities  46,999,183  51,305,943  51,305,943 
Mortgage loans on real estate  5,687,998  5,867,227  5,687,998 
Real estate investments  335,767  337,939  337,939 
Derivative instruments  402,877  1,277,480  1,277,480 
Other investments  1,764,016  1,767,144 

Total investments $ 55,189,841 $ 60,376,504 

(1) On the basis of cost adjusted for repayments and amortization of premiums and accrual of discounts for fixed maturity securities and 
short-term investments, original cost for derivative instruments and unpaid principal balance less allowance for credit losses for 
mortgage loans.

See accompanying Report of Independent Registered Public Accounting Firm.
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December 31,
2021 2020

Assets
Cash and cash equivalents $ 362,245 $ 486,670 
Equity securities of subsidiary trusts  2,353  2,343 
Receivable from subsidiaries  2,783  2,418 
Notes receivable from subsidiaries  165,000  — 
Federal income tax recoverable, including amount from subsidiaries  217,174  — 
Other assets  20,134  3,078 

 769,689  494,509 
Investment in and advances to subsidiaries  6,387,912  6,448,924 
Total assets $ 7,157,601 $ 6,943,433 

Liabilities and Stockholders' Equity
Liabilities:

Notes payable $ 496,250 $ 495,668 
Subordinated debentures payable to subsidiary trusts  78,421  78,112 
Deferred income taxes  223,304  590 
Federal income tax payable  —  5,395 
Other liabilities  36,499  14,680 

Total liabilities  834,474  594,445 
Stockholders' equity:

Preferred stock, Series A  16  16 
Preferred stock, Series B  12  12 
Common stock  92,514  95,721 
Additional paid-in capital  1,614,374  1,681,127 
Accumulated other comprehensive income  1,848,789  2,203,557 
Retained earnings  2,767,422  2,368,555 

Total stockholders' equity  6,323,127  6,348,988 
Total liabilities and stockholders' equity $ 7,157,601 $ 6,943,433 

See accompanying note to condensed financial statements.
See accompanying Report of Independent Registered Public Accounting Firm.

Schedule II—Condensed Financial Information of Registrant

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY (PARENT COMPANY)

Condensed Balance Sheets

(Dollars in thousands)

F-53



Year Ended December 31,
2021 2020 2019

Revenues:
Net investment income $ 114 $ 1,115 $ 1,755 
Dividends from subsidiary trusts  159  167  469 
Dividends from subsidiaries  250,000  —  — 
Investment advisory fees  126,643  114,228  107,945 
Surplus note interest from subsidiary  4,080  4,080  4,080 
Change in fair value of derivatives  —  62  (1,650) 
Loss on extinguishment of debt  —  (2,024)  (2,001) 
Other revenue  8,511  346  — 

Total revenues  389,507  117,974  110,598 

Expenses:
Interest expense on notes payable  25,581  25,552  25,525 
Interest expense on subordinated debentures issued to subsidiary trusts  5,324  5,557  15,764 
Other operating costs and expenses  72,435  46,686  28,357 

Total expenses  103,340  77,795  69,646 
Income before income taxes and equity in undistributed income of subsidiaries  286,167  40,179  40,952 
Income tax expense  11,565  13,142  11,586 
Income before equity in undistributed income of subsidiaries  274,602  27,037  29,366 
Equity in undistributed income of subsidiaries  199,390  644,423  216,724 
Net income  473,992  671,460  246,090 
Less: Preferred stock dividends  43,675  33,515  — 
Net income available to common stockholders $ 430,317 $ 637,945 $ 246,090 

See accompanying note to condensed financial statements.
See accompanying Report of Independent Registered Public Accounting Firm.
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Operating activities
Net income $ 473,992 $ 671,460 $ 246,090 
Adjustments to reconcile net income to net cash provided by operating activities:

Provision for depreciation and amortization  1,232  1,138  1,136 
Accrual of discount on equity security  (10)  (3)  (8) 
Equity in undistributed income of subsidiaries  (199,390)  (644,423)  (216,724) 
Non cash dividend from subsidiaries  (80,000)  —  — 
Change in fair value of derivatives  —  (62)  945 
Loss on extinguishment of debt  —  2,024  2,001 
Accrual of discount on debenture issued to subsidiary trust  309  289  270 
Share-based compensation  10,235  3,303  2,923 
Deferred income taxes  222,714  6,408  2,087 
Changes in operating assets and liabilities:

Receivable from subsidiaries  (365)  (1,208)  (40) 
Federal income tax recoverable/payable  (222,569)  (3,879)  382 
Other assets  (5,054)  (320)  (1,229) 
Other liabilities  21,819  7,617  (1,846) 

Net cash provided by operating activities  222,913  42,344  35,987 

Investing activities
Notes receivable from subsidiaries $ (165,000) $ — $ — 
Repayment of equity securities  —  2,445  2,660 
Contribution to subsidiaries  —  (210,000)  (50,000) 
Purchases of property, plant and equipment  (12,642)  (48)  (117) 
Net cash used in investing activities  (177,642)  (207,603)  (47,457) 

Financing activities
Repayment of subordinated debentures $ — $ (81,450) $ (88,160) 
Proceeds from issuance of common stock  4,844  338,061  1,691 
Acquisition of treasury stock  (99,415)  (165,094)  — 
Proceeds from issuance of preferred stock, net  —  290,260  388,893 
Dividends paid on common stock  (31,450)  (28,859)  (27,304) 
Dividends paid on preferred stock  (43,675)  (33,515)  — 
Net cash provided by (used in) financing activities  (169,696)  319,403  275,120 
Increase (decrease) in cash and cash equivalents  (124,425)  154,144  263,650 
Cash and cash equivalents at beginning of year  486,670  332,526  68,876 
Cash and cash equivalents at end of year $ 362,245 $ 486,670 $ 332,526 

Supplemental disclosures of cash flow information
Cash paid during the year for:

Interest on notes payable $ 25,000 $ 25,000 $ 25,000 
Interest on subordinated debentures  5,000  6,181  16,891 

Year Ended December 31,
2021 2020 2019

See accompanying note to condensed financial statements.
See accompanying Report of Independent Registered Public Accounting Firm.
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1.     Basis of Presentation

The accompanying condensed financial statements should be read in conjunction with the consolidated financial statements and notes thereto 
of American Equity Investment Life Holding Company (Parent Company).

In the Parent Company financial statements, its investment in and advances to subsidiaries are stated at cost plus equity in undistributed 
income (losses) of subsidiaries since the date of acquisition and net unrealized gains/losses on the subsidiaries' fixed maturity securities 
classified as "available for sale" and equity securities.

See Note 11- Notes Payable and Amounts Due Under Repurchase Agreements and Note 12 - Subordinated Debentures to our audited 
consolidated financial statements in this Form 10-K for a description of the Parent Company's notes payable and subordinated debentures 
payable to subsidiary trusts.

Schedule II—Condensed Financial Information of Registrant (Continued)

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY (PARENT COMPANY)

Note to Condensed Financial Statements

December 31, 2021
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Schedule III—Supplementary Insurance Information

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

Column A Column B Column C Column D Column E

Deferred policy
acquisition

costs

Future policy
benefits,

losses, claims
and loss
expenses

Unearned
premiums

Other policy
claims and

benefits
payable

(Dollars in thousands)
As of December 31, 2021:

Life insurance $ 2,222,769 $ 65,477,778 $ — $ 226,844 
As of December 31, 2020:
Life insurance $ 2,225,199 $ 62,352,882 $ — $ 240,904 
As of December 31, 2019:
Life insurance $ 3,033,649 $ 62,261,244 $ — $ 256,105 

Column A Column F Column G Column H Column I Column J

Premium
revenue

Net
investment

income

Benefits,
claims,

losses and
settlement
expenses

Amortization
of deferred

policy
acquisition

costs

Other
operating
expenses

(Dollars in thousands)
For the year ended December 31, 2021:

Life insurance $ 300,833 $ 2,037,475 $ 2,543,779 $ 268,328 $ 274,617 
For the year ended December 31, 2020:
     Life insurance $ 290,609 $ 2,182,078 $ 744,389 $ 649,554 $ 214,745 
For the year ended December 31, 2019:
     Life insurance $ 263,569 $ 2,307,635 $ 2,865,621 $ 87,717 $ 195,442 

See accompanying Report of Independent Registered Public Accounting Firm.
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Schedule IV—Reinsurance

AMERICAN EQUITY INVESTMENT LIFE HOLDING COMPANY

Column A Column B Column C Column D Column E Column F

Gross amount

Ceded to
other

companies

Assumed
from
other

companies Net amount

Percent of
amount
assumed

to net
(Dollars in thousands)

Year ended December 31, 2021
Life insurance in force, at end of year $ 48,943 $ 5,131 $ 46,119 $ 89,931  51.28 %
Insurance premiums and other considerations:

Annuity product charges $ 262,982 $ 20,351 $ — $ 242,631  — 
Traditional life, accident and health insurance, and life 
contingent immediate annuity premiums  58,150  117  169  58,202  0.29 %

$ 321,132 $ 20,468 $ 169 $ 300,833  0.06 %
Year ended December 31, 2020

Life insurance in force, at end of year $ 52,234 $ 5,925 $ 49,577 $ 95,886  51.70 %
Insurance premiums and other considerations:

Annuity product charges $ 258,248 $ 7,021 $ — $ 251,227  — 
Traditional life, accident and health insurance, and life 
contingent immediate annuity premiums  39,323  139  198  39,382  0.50 %

$ 297,571 $ 7,160 $ 198 $ 290,609  0.07 %
Year ended December 31, 2019

Life insurance in force, at end of year $ 56,451 $ 6,722 $ 52,653 $ 102,382  51.43 %
Insurance premiums and other considerations:

Annuity product charges $ 247,827 $ 7,792 $ — $ 240,035  — 
Traditional life, accident and health insurance, and life 
contingent immediate annuity premiums  23,395  145  284  23,534  1.21 %

$ 271,222 $ 7,937 $ 284 $ 263,569  0.11 %

See accompanying Report of Independent Registered Public Accounting Firm.
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the following registration statements:

(1) Registration Statement (Form S-3 No. 333-233544) of American Equity Investment Life Holding Company
(2) Registration Statement (Form S-8 No. 333-238940) pertaining to the American Equity Investment Life Holding Company Amended 

and Restated Equity Incentive Plan
(3) Registration Statement (Form S-8 No. 333-214885) pertaining to the American Equity Investment Life Holding Company 2013 

Director Equity and Incentive Plan
(4) Registration Statement (Form S-8 No. 333-213545) pertaining to the American Equity Investment Life Holding Company 2016 

Employee Incentive Plan
(5) Registration Statement (Form S-8 No. 333-175355) pertaining to the American Equity Investment Life Holding Company 2011 

Director Stock Option Plan
(6) Registration Statement (Form S-8 No. 333-167755) pertaining to the American Equity Investment Life Holding Company 2009 

Employee Incentive Plan, and 
(7) Registration Statement (Form S-8 No. 333-127001) pertaining to the 1996 Stock Option Plan, 2000 Employee Stock Option Plan, 

2000 Director Stock Option Plan, 1997 Management Subscription Rights Plan, and Restated and Amended Stock Option and 
Warrant Agreement with David J. Noble of American Equity Investment Life Holding Company

of our reports dated March 1, 2022, with respect to the consolidated financial statements and schedules of American Equity Investment Life 
Holding Company and subsidiaries as of December 31, 2021, and the effectiveness of internal control over financial reporting of American 
Equity Investment Life Holding Company and subsidiaries included in this Annual Report (Form 10-K) of American Equity Investment Life 
Holding Company for the year ended December 31, 2021.

/s/ Ernst & Young LLP

Des Moines, Iowa
March 1, 2022



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the registration statements (No. 333‑233544, No. 333‑213544, No. 333-207077, No. 
333-201008, No. 333-184162, No. 333-183504, No. 333-171161, No. 333-149854, and No. 333-148681) on Form S-3 and the registration 
statements (No. 333-214885, No. 333-213545, No. 333-175355, No. 333-167755, and No. 333-127001) on Form S-8 of our report dated 
March 1, 2021, with respect to the consolidated financial statements and financial statement schedules I to IV of American Equity Investment 
Life Holding Company.

/s/ KPMG LLP

Des Moines, Iowa
March 1, 2022



Exhibit 31.1 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, Anant Bhalla, certify that: 

1. I have reviewed this annual report on Form 10-K of American Equity Investment Life Holding Company; 

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

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

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

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

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

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

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

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

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

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

Date: March 1, 2022 By: /s/ Anant Bhalla
Anant Bhalla
Chief Executive Officer and President
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, Axel Andre, certify that: 

1. I have reviewed this annual report on Form 10-K of American Equity Investment Life Holding Company; 

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

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

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

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

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

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

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

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

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

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

Date: March 1, 2022 By: /s/ Axel Andre
Axel Andre
Chief Financial Officer and Executive Vice President
(Principal Financial Officer)



Exhibit 32.1 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of American Equity Investment Life Holding Company (the "Company") on Form 10-K for the 
fiscal year ended December 31, 2021 as filed with the Securities and Exchange Commission on or about the date hereof (the "Report"), I, 
Anant Bhalla, Chief Executive Officer and President of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of 
the Sarbanes-Oxley Act of 2002, that: 

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; 

and 

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

Date: March 1, 2022 By: /s/ Anant Bhalla
Anant Bhalla
Chief Executive Officer and President
(Principal Executive Officer)



Exhibit 32.2 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of American Equity Investment Life Holding Company (the "Company") on Form 10-K for the 
fiscal year ended December 31, 2021 as filed with the Securities and Exchange Commission on or about the date hereof (the "Report"), I, 
Axel Andre, Chief Financial Officer and Executive Vice President of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant 
to § 906 of the Sarbanes-Oxley Act of 2002, that: 

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; 

and 

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

Date: March 1, 2022 By: /s/ Axel Andre
Axel Andre
Chief Financial Officer and Executive Vice President
(Principal Financial Officer)
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington D.C. 20549

FORM 20-F

☐  REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR 12(g) OF THE 
SECURITIES EXCHANGE ACT OF 1934

OR

x  ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934
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OR

☐  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934

OR

☐  SHELL COMPANY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934

Commission file number: 001-40509

BROOKFIELD REINSURANCE LTD.

(Exact name of Registrant as specified in its charter)
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Securities registered or to be registered pursuant to Section 12(g) of the Act:
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INTRODUCTION AND USE OF CERTAIN TERMS 

Unless otherwise specified, information provided in this annual report on Form 20-F (this “Form 20-F”) is 
as of December 31, 2022. Unless the context requires otherwise, when used in this Form 20-F, the terms “we”, “us”, 
“our”, or the “company” means Brookfield Reinsurance Ltd. (formerly Brookfield Asset Management Reinsurance 
Partners Ltd.) together with all of its subsidiaries and the term “Brookfield” means Brookfield Corporation 
(formerly Brookfield Asset Management Inc.), its subsidiaries and controlled companies, including, unless the 
context otherwise requires, Brookfield Asset Management Ltd., and any investment fund sponsored, managed or 
controlled by Brookfield Corporation or its subsidiaries, and does not, for greater certainty, include us or Oaktree 
Capital Group, LLC and Atlas OCM Holdings, LLC and its subsidiaries.

Unless otherwise noted or the context suggests otherwise, references to:

“Administration Agreement” means the amended and restated administration agreement between our 
company and Brookfield Corporation dated August 5, 2022;  

“AEILIC” means American Equity Investment Life Insurance Company;

“AEL Holdings” means American Equity Investment Life Holding Company;

“AEL Investment Agreement” means the Investment Agreement dated as of October 17, 2020, between 
Brookfield Corporation, AEL Holdings and Burgundy Acquisitions I Ltd.;

“Affiliated Rate Schedule” has the meaning ascribed thereto under Item 7.B “Related Party Transactions 
— Conflicts of Interest”;

"Affiliated Services” has the meaning ascribed thereto under Item 7.B “Related Party Transactions — 
Conflicts of Interest”;

“American National” means American National Group, LLC;

“ANICO” means American National Insurance Company;

“Argo Group” means Argo Group International Holdings, Ltd.;

“Argo Group Acquisition” means the definitive merger agreement to acquire Argo Group at a price of $30 
per share, for total consideration of approximately $1.1 billion;

“Asset Management Company” means Brookfield Asset Management ULC, which is owned 75% by 
Brookfield Corporation and 25% by Brookfield Asset Management;

“ASU” means the accounting standards update issued by the FASB; 

“ASU 2018-12” means Accounting Standards Update No. 2018-12, Financial Services-Insurance (Topic 
944) - Targeted Improvements to the Accounting for Long-Duration Contracts;

“Audit Committee” has the meaning ascribed thereto under Item 6.C “Board Practices — Audit 
Committee”;

“Awards” has the meaning ascribed thereto under Item 6.B “Compensation — Executive Compensation — 
Cash Bonus and Long-Term Incentive Plans”;

“BAC” means Brookfield Annuity Company;
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“BEAT” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks Relating to Taxation — 
U.S. Tax Risks — The U.S. federal base erosion and anti-abuse tax may significantly increase our tax 
liability”;

“BEPS” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks Relating to Taxation — 
General Tax Risks — Our aggregate tax liability and effective tax rate could be adversely affected in the 
future by changes in the tax laws of the countries in which we operate, including as a result of ongoing 
efforts by the member countries of the Organisation for Economic Co-operation and Development”;

“Bermuda Act” means the Companies Act 1981 of Bermuda, as amended;

“Bermuda ESA” means the Economic Substance Act 2018 of Bermuda, as amended;

“Bermuda Forum Provision” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks 
Relating to the Exchangeable Shares — Our bye-laws designate specific courts in Bermuda as the exclusive 
forum for certain litigation that may be initiated by our shareholders, which could limit our shareholders’ 
ability to obtain a desired judicial forum for disputes with us”;

“Bermuda Insurance Act” means the Insurance Act 1978 of Bermuda, as amended;

“Bermuda-U.S. Treaty” means the income tax treaty between Bermuda and the United States;

“BMA” means Bermuda Monetary Authority;

“BNRE Partnership” means BAM Re Partners Trust;

“BNRE Related Account Group” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks 
Relating Our Relationship with Brookfield — Our organizational, ownership and operational management 
structure, and investment management relationship with Brookfield, give rise to conflicts of interest”;

“Brookfield” means Brookfield Corporation (formerly Brookfield Asset Management Inc.), its subsidiaries 
and controlled companies, including, unless the context otherwise requires, Brookfield Asset Management 
Ltd., and any investment fund sponsored, managed or controlled by Brookfield Corporation or its 
subsidiaries, and does not, for greater certainty, include us or Oaktree Capital Group, LLC and Atlas OCM 
Holdings, LLC and its subsidiaries;

“Brookfield Account” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks Relating to 
our Investments — We could suffer losses if our investment strategy is unsuccessful”;

“Brookfield’s Annual Report” means the annual reports of Brookfield Corporation on Form 40-F that are 
filed from time to time, including the annual report for the fiscal year ended December 31, 2022, which 
includes Brookfield Corporation’s (a) audited consolidated statements of financial position as of and for 
each of the two years in the period ended December 31, 2022 and December 31, 2021, together with the 
report thereon of the independent registered public accounting firm and management’s discussion and 
analysis as of December 31, 2022 and 2021 and for each of the two years in the period ended December 31, 
2022 and 2021 and (b) annual information form for the year ended December 31, 2022 dated March 24, 
2023;

“Brookfield Arrangement” means the court approved plan of arrangement of Brookfield Corporation as a 
result of which (i) Brookfield Asset Management acquired a 25% ownership interest in Asset Management 
Company (ii) the shareholders of Brookfield Corporation became shareholders of Brookfield Asset 
Management while retaining their shares of Brookfield Corporation, and (iii) Brookfield Asset 
Management Inc. changed its name to “Brookfield Corporation”;
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“Brookfield Asset Management” means Brookfield Asset Management Ltd.;

“Brookfield Asset Management Class A Shares” means the class A limited voting shares of Brookfield 
Asset Management Ltd.;

“Brookfield Class A Shares” means the Class A limited voting shares of Brookfield Corporation;

“Brookfield Class B Shares” means the Class B limited voting shares of Brookfield Corporation;

“Brookfield Credit Agreement” or “Credit Agreement” has the meaning ascribed thereto under Item 
10.C “Material Contracts — Brookfield Credit Agreement”;

“bye-laws” means the second amended and restated bye-laws of our company adopted by our shareholders 
on June 24, 2022; 

“Captive” has the meaning ascribed thereto under Item 7.B “Related Party Transactions — Conflicts of 
Interest”;

“Cayman ESA” means the Economic Substance Act 2018 of the Cayman Islands, as amended;

“Cayman Insurance Act” means the Insurance Act, 2010, as amended;

“CCPA” means the California Consumer Privacy Act of 2018;

“CDPA” means the Virginia Consumer Data Protection Act;

“Chair” means the chairperson of the board;

“CIMA” means the Cayman Islands Monetary Authority;

“CISSA” has the meaning ascribed thereto under Item 4.B “Business Overview — Regulatory Framework 
— Bermuda — Commercial Insurer’s Solvency Self-Assessment”;

“class A exchangeable shares” means our class A exchangeable limited voting shares;

“class A-1 exchangeable shares” means our class A-1 exchangeable non-voting shares;

“Class B Partners” means the senior members of the Partnership, who collectively hold and control all of 
our company’s outstanding class B shares through the BNRE Partnership;

“class B shares” means our class B limited voting shares;

“class C shares” means our class C non-voting shares;

Code” or “U.S. Internal Revenue Code” means the U.S. Internal Revenue Code of 1986, as amended; 

“Committees” means the Audit Committee, Governance and Nominating Committee and Compensation 
Committee of our company;

“Compensation Committee” has the meaning ascribed thereto under Item 6.C “Board Practices — 
Compensation Committee”;

“Conflicts Committee” has the meaning ascribed thereto under Item 7.B “Related Party Transactions — 
Conflicts of Interest”;
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“Convention” means the Canada-United States Income Tax Convention of 1980, as amended;

“Conversion Blackout Period” has the meaning ascribed thereto under Item 10.B “Memorandum and 
Bye-Laws — Class A Exchangeable Shares and Class A-1 Exchangeable Shares — Conversion Right of 
Holders of Class A-1 Exchangeable Shares”;

“Conversion Notice” has the meaning ascribed thereto under Item 10.B “Memorandum and Bye-Laws — 
Class A Exchangeable Shares and Class A-1 Exchangeable Shares — Conversion Right of Holders of Class 
A-1 Exchangeable Shares”;

“Conversion Right” has the meaning ascribed thereto under Item 10.B “Memorandum and Bye-Laws — 
Class A Exchangeable Shares and Class A-1 Exchangeable Shares — Conversion Right of Holders of Class 
A-1 Exchangeable Shares”;

“CPA” means the Colorado Privacy Act;

“CRA” means the Canada Revenue Agency;

“Cross Account Group Transactions” has the meaning ascribed thereto under Item 3.D “Risk Factors — 
Risks Relating Our Relationship with Brookfield — Our organizational, ownership and operational 
management structure, and investment management relationship with Brookfield, give rise to conflicts of 
interest”;

“DAC” means deferred policy acquisition costs; 

“Dodd-Frank” means the Dodd-Frank Wall Street Reform and Consumer Protection Act (United States);

“DOE” means Distributable Operating Earnings;

“DTC” means the Depository Trust Company;

“EDGAR” means the Electronic Data Gathering, Analysis, and Retrieval system at www.sec.gov;

“Equity Commitment” has the meaning ascribed thereto under Item 10.C “Material Contracts — Equity 
Commitment”;

“Equity Commitment Agreement” has the meaning ascribed thereto under Item 10.C “Material Contracts 
— Equity Commitment”;

“ESG” means environmental, social and governance;

“Exchange Act” means the Securities Exchange Act of 1934 (United States), as amended, and the rules 
and regulations promulgated from time to time thereunder;

“exchangeable distribution” has the meaning ascribed thereto under Item 10.B “Memorandum and Bye-
Laws — Class A Exchangeable Shares and Class A-1 Exchangeable Shares — Distributions”;

“exchangeable shares” means the class A exchangeable shares and/or the class A-1 exchangeable shares, 
as applicable;

“FASB” means the Financial Accounting Standards Board; 

“FATCA” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks Relating to Taxation — 
U.S. Tax Risks — We may become subject to U.S. withholding tax under FATCA”; 
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“FCRA” means the Fair Credit Reporting Act (United States);

“FINRA” means the Financial Industry Regulatory Authority;

“Form 20-F” means this annual report on Form 20-F;

“GDPR” means the European Union’s General Data Protection Regulation; 

“GLB” means the Gramm-Leach-Bliley Act (United States);

“Governance and Nominating Committee” has the meaning ascribed thereto under Item 6.C “Board 
Practices — Governance and Nominating Committee”;

“Healthcare Act” means the Patient Protection and Affordable Care Act of 2010 (United States);

“HIPAA” means the Health Insurance Portability and Accountability Act (United States);

“Holder” has the meaning ascribed thereto under Item 10.E “Taxation — Certain Material Canadian 
Federal Income Tax Considerations”;

“ICA” means the Insurance Companies Act (Canada);

“IFRS” means International Financial Reporting Standards as issued by the International Accounting 
Standards Board;

“Investment Assets” has the meaning ascribed thereto under Item 10.E “Taxation — Offshore Investment 
Fund Property”;

“Investment Company Act” means the Investment Company Act of 1940 (United States);

“Investment Management Agreements” has the meaning ascribed thereto under Item 10.C “Material 
Contracts — Investment Management Agreements”;

“IRS” means the Internal Revenue Service;

“Issued Class A Junior Preferred Shares” means collectively, the Class A Junior Preferred Shares, Series 
1 and the Class A Junior Preferred Shares, Series 2 in the capital of the company; 

“Junior Preferred Shares” means the class A junior preferred shares and the class B junior preferred 
shares in the capital of the company;

“LIBOR” means the London Inter-bank Offered Rate;

“Licensing Agreement” has the meaning ascribed thereto under Item 10.C “Material Contracts — 
Licensing Agreement”;

“NAIC” means the National Association of Insurance Commissioners;

“NEOs” has the meaning ascribed thereto under Item 6.B “Compensation — Executive Compensation”;

“NER Ltd.” means North End Re Ltd., a Bermuda exempted company;

“NER SPC” means North End Re (Cayman) SPC, a Cayman Islands exempted company registered as a 
segregated portfolio company; 
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“Non-Resident Holder” has the meaning ascribed thereto under Item 10.E “Taxation — Certain Material 
Canadian Federal Income Tax Considerations — Taxation of Holders not Resident in Canada”;

“North End Re” means, collectively, NER Ltd. and NER SPC;

“NYDFS” means the New York Department of Financial Services;

“NYSE” means the New York Stock Exchange;

“Oaktree” means Oaktree Capital Group, LLC together with its affiliates; 

“OBCA” means the Business Corporations Act (Ontario);

“OECD” means Organisation for Economic Co-operation and Development;

“OFAC” means the Office of Foreign Assets Control;

“OIFP Rules” has the meaning ascribed thereto under Item 10.E “Taxation — Certain Material Canadian 
Federal Income Tax Considerations — Offshore Investment Fund Property”;

“ORSA” has the meaning ascribed thereto under Item 4.B “Business Overview — Regulatory Framework 
— Canada — Own Risk and Solvency Assessment”;

“ORSA Report” has the meaning ascribed thereto under Item 4.B “Business Overview — Regulatory 
Framework — United States — Risk Management and ORSA”;

“OSFI” means The Office of the Superintendent of Financial Institutions (Canada);

“Partner” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks Relating to Our 
Relationship with Brookfield — Individuals who are members of the Partnership and also executives of 
Brookfield will exercise influence over our company and over any decisions requiring shareholder 
approval”;

“Partnership” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks Relating to Our 
Relationship with Brookfield — Individuals who are members of the Partnership and also executives of 
Brookfield will exercise influence over our company and over any decisions requiring shareholder 
approval”;

“PFIC” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks Relating to Taxation — 
U.S. Tax Risks — If our company is classified as a passive foreign investment company, U.S. persons who 
own class A exchangeable shares could be subject to adverse U.S federal income tax consequences”;

“Preferred Shares” means collectively, the Junior Preferred Shares and the Senior Preferred Shares; 

“Proposed Amendments” has the meaning ascribed thereto under Item 10.E “Taxation — Certain Material 
Canadian Federal Income Tax Considerations”;

“PRT” means pension risk transfer;

“QEF Election” means the election by a U.S. Holder to treat its interest in our company as a “qualified 
electing fund”;

“Rate Schedule” has the meaning ascribed thereto under Item 7.B “Related Party Transactions — Conflicts 
of Interest”;
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“RBC” has the meaning ascribed thereto under Item 4.B “Business Overview — Regulatory Framework — 
United States — Risk-Based Capital and Solvency Requirements”;

“RDSP” means registered disability savings plan;

“Registered Plans” has the meaning ascribed thereto under Item 10.E “Taxation — Certain Material 
Canadian Federal Income Tax Considerations — Eligibility for Investment”;

“Regulatory Condition” has the meaning ascribed thereto under Item 10.B “Memorandum and Bye-Laws 
— Class A Exchangeable Shares and Class A-1 Exchangeable Shares — Conversion Right of Holders of 
Class A-1 Exchangeable Shares”;

“Related Account Group Transactions” has the meaning ascribed thereto under Item 3.D “Risk Factors 
— Risks Relating to Our Relationship with Brookfield — Our organizational, ownership and operational 
management structure, and investment management relationship with Brookfield, give rise to conflicts of 
interest”;

“Resident Holder” has the meaning ascribed thereto under Item 10.E “Taxation — Taxation of Holders 
Resident in Canada”;

“RESP” means registered education savings plan;

“Rights Agreement” has the meaning ascribed thereto under Item 10.C “Material Contracts — Rights 
Agreement”;  

“RPII” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks Relating to Taxation — 
U.S. Tax Risks — If any of our non-U.S. subsidiaries is determined to have related person insurance 
income, U.S. persons who own class A exchangeable shares may be subject to U.S. federal income taxation 
on their pro rata share of such income”;

“RPII CFC” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks Relating to Taxation 
— U.S. Tax Risks — If any of our non-U.S. subsidiaries is determined to have related person insurance 
income, U.S. persons who own class A exchangeable shares may be subject to U.S. federal income taxation 
on their pro rata share of such income”;

“RRIF” means registered retirement income fund;

“RRSP” means registered retirement savings plan;

“S&P 500” means the Standard & Poor’s 500 Index; 

“Sarbanes-Oxley Act” means the Sarbanes-Oxley Act of 2002 (United States), as amended;

“SEC” means the U.S. Securities and Exchange Commission;

“SEDAR” means the System for Electronic Document Analysis and Retrieval at www.sedar.com;

“Senior Preferred Shares” means the class A senior preferred shares and the class B senior preferred 
shares in the capital of the company;

"SOFR” means the Secured Overnight Financing Rate;

“Special Distribution” has the meaning ascribed thereto under Item 4.A “History and Development of the 
Company — Recent Developments — 2022 — Special Distribution”;
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“specified exchange date” has the meaning ascribed thereto under Item 10.B “Memorandum and Bye-
Laws — Rights Agreement — The Rights Agent and the Exchange Right”;

“Support Agreement” has the meaning ascribed thereto under Item 10.C “Material Contracts — Support 
Agreement”;

“Tax Act” means the Income Tax Act (Canada);

“Tax Cuts and Jobs Act” means the Tax Cuts and Jobs Act of 2017;

“TFSA” means tax-free savings account;

“Treasury Regulations” means the U.S. Treasury Regulations promulgated under the U.S. Internal 
Revenue Code;

“TSX” means the Toronto Stock Exchange;

“U.S.” means United States;

“U.S. Federal Forum Provision” has the meaning ascribed thereto under Item 3.D “Risk Factors — Risks 
Relating to the Exchangeable Shares — Our bye-laws designate specific courts in Bermuda as the exclusive 
forum for certain litigation that may be initiated by our shareholders, which could limit our shareholders’ 
ability to obtain a desired judicial forum for disputes with us”;

“U.S. GAAP” means U.S. generally accepted accounting principles; 

“U.S. Holder” has the meaning ascribed thereto under Item 10.E “Taxation — Certain Material United 
States Federal Income Tax Considerations”; 

“U.S. Securities Act” means the United States Securities Act of 1933, as amended, and the rules and 
regulations promulgated from time to time thereunder; and

“unpaid distribution” has the meaning ascribed thereto under Item 10.B “Memorandum and Bye-Laws — 
Class A Exchangeable Shares and Class A-1 Exchangeable Shares — Distributions”.
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FORWARD-LOOKING STATEMENTS

In addition to historical information, this Form 20-F 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 Corporation 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 
terminology such as “plans”, “targets”, “expects” or “does not expect”, “is expected”, “an opportunity exists”, 
“budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate” or “believes”, or 
variations of such words and phrases or state that certain actions, events or results “may”, “could”, “would”, 
“might”, “will” or “will be taken”, “occur” or “be achieved”.

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. Several factors, including those described in this Form 20-
F under Item 3.D “Risk Factors”, Item 4.B “Business Overview” and Item 5.A “Operating Results”, 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 Form 20-F are not exhaustive. 
The forward-looking statements represent our views as of the date of this Form 20-F and should not be relied upon 
as representing our views as of any date subsequent to the date of this Form 20-F. 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 Item 3.D “Risk Factors”.

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 Corporation as a whole. In addition to carefully considering the disclosure made in this Form 20-F, you 
should carefully consider the disclosure made by Brookfield Corporation in its continuous disclosure filings. Copies 
of Brookfield Corporation’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. 

Historical Performance and Market Data

This Form 20-F contains information relating to our business as well as historical performance and market 
data. When considering this data, you should bear in mind that historical results and market data may not be 
indicative of the future results that you should expect from us.

Financial Information

The financial information contained in this Form 20-F is presented in U.S. dollars and, unless otherwise 
indicated, has been prepared in accordance with IFRS. All figures are unaudited unless otherwise indicated. In this 
Form 20-F, all references to “$” are to U.S. dollars. Canadian dollars are identified as “C$”.
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CAUTIONARY STATEMENT REGARDING THE USE OF NON-IFRS MEASURES

We prepare our financial statements in accordance with IFRS. However, this Form 20-F also contains 
references to Distributable Operating Earnings (“DOE”), Excess Capital and Net Reserve Capital which are not 
generally accepted accounting measures under IFRS and therefore may differ from definitions of DOE, Excess 
Capital and Net Reserve Capital used by other entities. We believe that DOE, Excess Capital and Net Reserve 
Capital are useful supplemental measures that may assist investors in assessing our financial performance. None of 
DOE, Excess Capital and Net Reserve Capital should be considered as the sole measure of our performance and 
should not be considered in isolation from, or as a substitute for, analysis of our financial statements prepared in 
accordance with IFRS. These non-IFRS measures reflect how we manage our business and, in our opinion, enable 
the reader to better understand our business.

DOE is a key measure of our financial performance. We use DOE to assess operating results and the 
performance of our business. We define DOE as net income excluding the impact of depreciation and amortization, 
deferred 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 is a measure of operating performance that is not calculated in accordance with, and does not have any 
standardized meaning prescribed by IFRS. DOE is therefore unlikely to be comparable to similar measures 
presented by other issuers. 

For further details regarding our use of DOE, Excess Capital and Net Reserve Capital as well as a 
reconciliation of net income and total equity to these measures, please see the “Reconciliation of Non-IFRS 
Financial Measures” section in Item 5 “Operating and Financial Review and Prospects”. 
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

ITEM 3. KEY INFORMATION

3.A [RESERVED]

3.B CAPITALIZATION AND INDEBTEDNESS

Not applicable.

3.C REASONS FOR THE OFFER AND USE OF PROCEEDS

Not applicable.

3.D RISK FACTORS

The following summarizes some, but not all, of the risks provided below. Please carefully consider all of the 
information discussed in this Item 3.D “Risk Factors” in this Form 20-F for a more thorough description of these and 
other risks.

Risks Relating to the Exchangeable Shares

• Risks relating to the market price of our exchangeable shares;

• Risks relating to the exchangeable shares not trading at the same price as the Brookfield Class A 
Shares;

• Risks relating to our company’s ability to redeem the exchangeable shares at any time without the 
consent of the exchangeable shareholders;

• Risks relating to the inability of holders of exchangeable shares to elect whether to receive cash or 
Brookfield Class A Shares upon an exchange, liquidation or redemption event;

• Risks relating to delays in receiving Brookfield Class A Shares or the cash equivalent upon an 
exchange of the exchangeable shares;

• Risks relating to exchanges of exchangeable shares for Brookfield Class A Shares;

• Risks relating to the terms and ownership of our share capital, and our agreements with Brookfield;

• Risks relating to the possibility of class A exchangeable shares being de-listed;

• Risks relating to the volatility of the market price of our exchangeable shares and the price of 
exchangeable shares compared to Brookfield Class A Shares;

• Risks relating to the market price and possible dilution of Brookfield Class A Shares;

• Risks relating to the possible issuance of additional securities in the future and the rights and privileges 
attached to those shares, and the possible dilution to shareholders;

• Risks relating to distributions on the exchangeable shares;

• Risks relating to foreign currency risk;
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• Risks relating to shareholder protections under Bermuda law, which differ from the protection offered 
to shareholders under Canadian law; and

• Risks relating to alternative judicial forums.

Risks Relating to our Company

• Risks associated with identifying and executing on opportunities for future growth;

• Risks relating to our operating subsidiaries;

• Risks associated with our company being a “SEC foreign issuer” under Canadian securities regulations 
and a “foreign private issuer” under U.S. securities law; 

• Risks relating to the possibility of our company becoming an investment company under U.S. federal 
securities law;

• Risks associated with the effectiveness of our company’s internal controls;

• Risks relating to changes in IFRS accounting standards; and

• Risks associated with service of process and enforcement of judgments.

Risks Relating to Our Operating Subsidiaries and Industry

• Risks associated with assumptions and estimates our company makes when assessing reinsurance and 
insurance risks; 

• Risks relating to our growth strategy;

• Risks associated with raising additional capital to fund growth;

• Risks relating to our business operations and ability to appropriately distribute, execute and administer 
our policies and claims;

• Risks relating to advances in medical technology and their effect in certain segments of our business;

• Risks relating to catastrophic events;

• Risks relating to climate change, and increasing regulation with respect to climate change;

• Risks relating to our reinsurance arrangement with AEILIC accounts; 

• Risks associated with our equity interest in AEL Holdings; 

• Risks associated with a rating downgrade or the absence of a rating of any of our operating 
subsidiaries;

• Risks relating to market conditions; 

• Risks associated with counterparties to our reinsurance arrangements or to the derivatives we use to 
hedge certain business risks; 

• Risks relating to the highly competitive nature of the reinsurance and insurance industries;

• Risks relating to impact of technology on our business and cybersecurity attacks;

• Risks related to confidentiality of information;

• Risks associated with our company incurring additional indebtedness;

• Risks relating to general economic and political conditions and risks relating to the markets in which 
our company operates; 

• Risks relating to changes in government policy and legislation;

• Risks relating to availability of capital in the future; 
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• Risks associated with our company suffering a loss resulting from fraud, bribery, corruption, other 
illegal acts, inadequate or failed internal processes or systems, or from external events;

• Risks associated with public health crises, illness, epidemics or pandemics;

• Risks associated with disputes and possible litigation; and

• Risks associated with negative publicity. 

Risks Relating to Acquisition of Argo Group

• Risks relating to failure to complete acquisition of Argo Group; and

• Risks relating to failure to realize anticipated benefits of acquisition of Argo Group.

Risks Relating to Our Investments

• Risks associated with our investment strategy;

• Risks relating to changes in interest rates and credit spreads;

• Risks relating to inflation;

• Risks associated with our valuation of securities and investments and the determination of the amount 
of allowances and impairments taken on such investments; 

• Risks associated with concentration risk in our investment portfolio; 

• Risks associated with the company’s assets being illiquid;

• Risks relating to our investments in real estate; and

• Risks relating to our company’s possible investments in securities of issuers based outside the U.S. 

Risks Relating to Regulation

• Risks associated with the insurance business being highly regulated;

• Risks relating to change of control approvals required by insurance laws and regulations in certain 
jurisdictions;

• Risks associated with regulatory requirements which may constrain our company’s ability to complete 
acquisitions, dispositions and other transactions on desired terms, or at all;

• Risks associated with our failure to obtain or maintain licenses and/or other regulatory approvals as 
required for the operations of our insurance subsidiaries;

• Risks associated with any future regulatory changes which could result in the imposition of significant 
restrictions on our ability to do business; 

• Risks relating to a decrease in applicable capital ratios/calculations of our insurance subsidiaries which 
could result in increased scrutiny by insurance regulators and rating agencies; 

• Risks associated with potential government intervention in the insurance industry and instability in the 
marketplace for insurance products;

• Risks relating to the reinsurance and insurance regulatory framework and legislation enacted in 
Bermuda and the Cayman Islands; 

• Risks relating to our employees in Bermuda and the Cayman Islands requiring work permits to run 
their reinsurance businesses in those jurisdictions; 

• Risks relating to adverse change in regulatory requirements; and

• Risks relating to regulatory regimes and changes to accounting rules.
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Risks Relating to Our Relationship with Brookfield

• Risks relating to individuals who are members of the Partnership and also executives of Brookfield;

• Risks relating to our dependence on Brookfield, and departure of some or all of Brookfield’s 
professionals; 

• Risks relating to our inability to terminate certain agreements entered into with Brookfield; 

• Risks relating to leveraging Brookfield’s investment management and asset allocation capabilities;

• Risks relating to our organizational, ownership and operational management structure and investment 
management relationship with Brookfield; and

• Risks relating to terms of arrangements with Brookfield.

Risks Relating to Taxation

• Risks relating to our aggregate tax liability and effective tax rate being adversely affected in the future 
by changes in the tax laws of the countries in which we operate; 

• Risks relating to our company becoming subject to income tax in Bermuda;

• Risks under Canadian federal income tax law relating to the exchange of class A exchangeable shares 
for Brookfield Class A Shares;

• Risks relating to Canadian federal income tax treatment of dividends received or deemed to be 
received by Resident Holders on the class A exchangeable shares;

• Risks relating to changes in Canadian federal income tax law;

• Risks relating to qualified investments for Registered Plans;

• Risks relating to U.S. federal base erosion and anti-abuse tax;

• Risks relating to U.S. federal income taxation;

• Risks relating to changes in U.S. tax law;

• Risks relating to classification as passive foreign investment company;

• Risks relating to related person insurance income;

• Risks relating to sale or disposition of class A exchangeable shares by U.S. persons;

• Risks relating to U.S. withholding tax under FATCA;

• Risks relating to U.S. income tax associated with reinsurance between U.S. insurance companies and 
non-U.S. affiliates;

• Risks relating to treatment of class A exchangeable shares for U.S. federal income tax purposes; and

• Risks relating to U.S. federal income taxation of exchange of class A exchangeable shares for 
Brookfield Class A Shares.

You should carefully consider the following factors in addition to other information set forth in this Form 
20-F. If any of the following risks were actually to occur, our business, financial condition and results of operations 
and the value of our exchangeable shares would likely suffer. Each 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 our exchangeable shares should be impacted by the market price of the Brookfield Class A Shares 
and the business performance of Brookfield Corporation. In addition to carefully considering the risk factors 
contained in this Form 20-F and described below, you should carefully consider the risk factors applicable to 
Brookfield Corporation included in its continuous disclosure documents. Copies of the Brookfield Corporation’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. 
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Risks Relating to the Exchangeable Shares

The exchangeable shares have been structured with the intention of providing an economic return equivalent to 
one Brookfield Class A Share and therefore we expect that the market price of our exchangeable shares should 
be impacted by the market price of the Brookfield Class A Shares and the business performance of Brookfield 
Corporation.

The exchangeable shares have been structured with the intention of providing an economic return 
equivalent to one Brookfield Class A Share. In addition to contemplating distributions on the exchangeable shares 
paid at the same time and in the same amount as the dividends paid on the Brookfield Class A Shares, each 
exchangeable share is exchangeable 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 
election of Brookfield Corporation), plus unpaid distributions. As a result, the business operations of Brookfield 
Corporation, and the market price of the Brookfield Class A Shares, are expected to impact the market price of our 
exchangeable shares, which could be disproportionate in circumstances where the business operations and results of 
our company on a standalone basis are not indicative of such market trends. Holders of our exchangeable shares 
have no ability to control or influence the decisions or business of Brookfield Corporation. You should therefore 
carefully consider the risk factors applicable to Brookfield Corporation’s business and an investment in Brookfield 
Class A Shares, as further described in Brookfield’s Annual Report.

Although the exchangeable shares have been structured with the intention of providing an economic return that 
is equivalent to one Brookfield Class A Share, our exchangeable shares may not trade at the same price as the 
Brookfield Class A Shares.

Although each of our exchangeable shares is structured with the intention of providing an economic return 
that is equivalent to one Brookfield Class A Share, there can be no assurance that the market price of our 
exchangeable shares will be equal to the market price of a Brookfield Class A Share at any time. Factors that could 
cause differences in the market prices between exchangeable shares and Brookfield Class A Shares may include:

• perception and/or recommendations by analysts, investors and/or other third parties that these 
securities should be priced differently;

• actual or perceived differences in distributions to holders of exchangeable shares versus dividends to 
holders of the Brookfield Class A Shares, including as a result of any legal prohibitions;

• business developments or financial performance or other events or conditions that may be specific to 
only to our company; 

• difficulty in the exchange mechanics between exchangeable shares and Brookfield Class A Shares, 
including any delays; and

• or difficulties experienced by the transfer agent in processing the exchange requests.
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Our company may redeem the exchangeable shares at any time without the consent of the exchangeable 
shareholders.

Our board may, subject to applicable law and the prior written consent of the holder of the class C shares, at 
any time, and without the consent of holders of exchangeable shares, elect to redeem all of the then outstanding 
exchangeable shares upon sixty (60) days’ prior written notice, including following the occurrence of any of the 
following redemption events: (i) the total number of class A exchangeable shares outstanding decreases by 50% or 
more over any six-month period; (ii) the daily market value of the outstanding class A exchangeable shares (based 
on the closing price on the NYSE on each trading day) (A) is less than $250 million for more than 6 consecutive 
months or (B) decreases by 50% or more from its high over any three-month period; (iii) a person acquires 90% of 
the Brookfield Class A Shares in a take-over bid (as defined by applicable securities law); (iv) shareholders of 
Brookfield Corporation approve an acquisition of Brookfield Corporation by way of arrangement, amalgamation or 
similar transaction; (v) shareholders of Brookfield Corporation approve a restructuring or other reorganization of 
Brookfield Corporation or a liquidation, dissolution, winding up or any other distribution of Brookfield 
Corporation’s assets among its shareholders for the purpose of winding up its affairs is pending; (vi) there is a 
pending sale of all or substantially all of the assets of Brookfield Corporation; (vii) there is a change of law (whether 
by legislative, governmental or judicial action), administrative practice or interpretation, or a change in 
circumstances of our company and our shareholders, that may result in adverse tax consequences for our company or 
our shareholders; or (viii) our board, in its sole discretion acting in good faith, concludes that the holders of 
exchangeable shares are adversely impacted by a fact, change or other circumstance relating to our company. In 
addition, Brookfield Corporation will have an overriding right to acquire all, but not less than all, of the 
exchangeable shares in the event our board elects to redeem all of the then outstanding exchangeable shares. See 
Item 10.B “Memorandum and Bye-Laws – Redemption”.

Holders of exchangeable shares do not have a right to elect whether to receive cash or Brookfield Class A Shares 
upon an exchange, liquidation or redemption event.

In the event that (i) there is a liquidation, dissolution or winding up of our company or any other 
distribution of our company’s assets among our shareholders for the purpose of winding up our affairs, including 
whether substantially concurrent with a liquidation, dissolution, winding up or any other distribution of Brookfield 
Corporation’s assets among its shareholders for the purpose of winding up its affairs, (ii) our company exercises its 
right to redeem (or cause the redemption of) all of the then outstanding exchangeable shares, or (iii) a holder of 
exchangeable shares requests an exchange of exchangeable shares, holders of exchangeable shares (in the case of 
(iii) above, only such holder(s) exercising their exchange rights) shall be entitled to receive one Brookfield Class A 
Share per exchangeable share held (subject to adjustment to reflect certain capital events and certain other payment 
obligations in the case of a liquidation, dissolution or winding up of our company) or its cash equivalent. The form 
of payment will be determined at the election of our company or Brookfield Corporation, as applicable, or by the 
liquidator in the case of liquidation, so a holder will not know whether cash or Brookfield Class A Shares will be 
delivered in connection with any of the events described above. See Item 10.B “Memorandum and Bye-Laws – 
Exchange by Holder”.
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Any holder requesting an exchange of their exchangeable shares may experience a delay in receiving such 
Brookfield Class A Shares or the cash equivalent.

Each exchangeable share is exchangeable with Brookfield Corporation 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 election of Brookfield Corporation), subject to certain limitations as described 
below. See Item 10.B “Memorandum and Bye-Laws– Exchange by Holder”. If cash is used to satisfy an exchange 
request, the amount payable per exchangeable share will be equal to the NYSE closing price of one Brookfield Class 
A Share on the date that the request for exchange is received by the transfer agent. As a result, any changes in the 
market price of the Brookfield Class A Shares after that date will not alter the amount of cash consideration 
received. By contrast, any holder whose exchangeable shares are exchanged for Brookfield Class A Shares will not 
receive such Brookfield Class A Shares for up to ten (10) business days after the applicable request is received. 
During this period, the market price of Brookfield Class A Shares may decrease. Any such decrease would affect the 
value of the Brookfield Class A Share consideration to be received by the holder of exchangeable shares on the 
effective date of the exchange. 

Brookfield Corporation is required to maintain an effective registration statement in order to exchange any 
exchangeable shares for Brookfield Class A Shares. If a registration statement with respect to the Brookfield Class A 
Shares issuable upon any exchange, redemption or acquisition of exchangeable shares (including in connection with 
any liquidation, dissolution or winding up of our company) is not current or is suspended for use by the SEC, no 
exchange or redemption of exchangeable shares for Brookfield Class A Shares may be effected during such period. 
In addition, for so long as there is not an effective registration statement with respect to the delivery of Brookfield 
Class A Shares in connection with the exchange right, Brookfield Corporation will not be able to effect exchanges 
for Brookfield Class A Shares and will not be required to effect exchanges for cash that would result in the payment 
of an amount in excess of $5,000,000 in the aggregate over any 30 consecutive calendar day period; provided that 
such limit will not apply for more than 90 consecutive calendar days during any 12 calendar month period. As a 
result, in these circumstances, holders of exchangeable shares may experience a delay in receiving cash on exercise 
of the exchange right.

Your investment may change upon an exchange of exchangeable shares for Brookfield Class A Shares.

If you exchange exchangeable shares pursuant to the terms set forth in our bye-laws and the Rights 
Agreement, you may receive Brookfield Class A Shares or cash in exchange for such exchangeable shares. To the 
extent that you receive Brookfield Class A Shares in any such exchange, you will become a holder of shares of a 
Canadian (OBCA) corporation rather than a holder of a security of a Bermuda company. Brookfield Corporation is 
organized as a corporation under the laws of Ontario, Canada, whereas our company is organized as a Bermuda 
company. Therefore, recipients of Brookfield Class A Shares following an exchange of exchangeable shares for 
Brookfield Class A Shares will have different rights and obligations, including voting rights, from those that they 
had prior to the consummation of the exchange as a holder of exchangeable shares. See Item 10.B “Memorandum 
and Bye-Laws – Comparison of the Rights of Holders of Class A Exchangeable Shares and Brookfield Class A 
Shares”.
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The terms and ownership of our share capital, and our agreements with Brookfield, could discourage or inhibit 
takeovers, business combinations or other change of control transactions that our shareholders might consider in 
their best interests.

All of our outstanding class C shares are held by Brookfield Corporation. As the sole holder of our class C 
shares, Brookfield Corporation will have certain rights, including the right to consent to any merger or similar 
reorganization of the company (including a sale of all of substantially all of our company’s assets), and the right to 
resolve that our company commence a voluntary liquidation in certain circumstances, including where more than 
20% of the total number of the exchangeable shares outstanding are controlled by one person or group of persons 
acting jointly or in concert. See Item 10.B “Memorandum and Bye-Laws – Class C Shares – Liquidation”. No 
consent or resolution of the class A exchangeable shares, class A-1 exchangeable shares, class B shares or any other 
class of shares is required in connection with the commencement of such liquidation by Brookfield Corporation. As 
the lender under our credit facility, Brookfield Corporation will also have certain consent rights over material 
changes relating to our company. Senior members of the Partnership, the Class B Partners, collectively hold and 
control all of our outstanding class B shares through the BNRE Partnership, and are entitled to elect one-half of the 
board and approve all other matters requiring shareholder approval, including the right to consent to any merger or 
similar reorganization of the company (including a sale of all of substantially all of our company’s assets). See Item 
7.A “Major Shareholders”. Our bye-laws provide that the class B shares may only be transferred to a company 
controlled by one or more of the Partners or to Brookfield. These features of our share capital and ownership 
structure, and our agreements with Brookfield, could discourage potential acquirers from making a take-over bid or 
seeking to effect a change of control or business combination involving our company or make it difficult for any bid, 
change of control or business combination to be completed.

If a sufficient number of class A exchangeable shares are exchanged for Brookfield Class A Shares, then the 
class A exchangeable shares may be de-listed.

If a sufficient number of class A exchangeable shares are exchanged for Brookfield Class A Shares, or our 
company exercises our redemption right, subject to the prior written consent of the holder of the class C shares, at 
any time including if the total number of the class A exchangeable shares decreases by 50% or more over any 
twelve-month period, our company may fail to meet the minimum listing requirements on the NYSE and the TSX, 
and the NYSE or the TSX may take steps to de-list the class A exchangeable shares. Though holders of 
exchangeable shares will still be entitled to exchange each such share at any time 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 election of Brookfield Corporation), a de-listing of the class A exchangeable shares would have a significant 
adverse effect on the liquidity of the class A exchangeable shares, and holders thereof may not be able to exit their 
investments in the market on favorable terms.

The market price of the exchangeable shares may be volatile, and there is no guarantee that the price of the 
exchangeable shares when compared to the Brookfield Class A Shares will be equal.

The market price of the exchangeable shares may be volatile. Holders of such securities may not be able to 
resell their securities at or above the current market price due to fluctuations in the market price of such securities, 
including changes in market price caused by factors unrelated to our company’s operating performance or prospects. 
The historical trading price of class A exchangeable shares are not necessarily indicative of future value, and there is 
no guarantee that the price of the exchangeable shares when compared to the Brookfield Class A Shares will be 
equal. Specific factors that may have a significant effect on the market price of the exchangeable shares include:

• changes in stock market analyst recommendations or earnings estimates regarding the exchangeable 
shares or Brookfield Class A Shares, other companies that are comparable to our company or 
Brookfield Corporation or are in the industries that they serve;

• with respect to the exchangeable shares, changes in the market price of the Brookfield Class A Shares, 
and vice versa;
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• changes in regulatory policies that may impact the business of company or Brookfield Corporation;

• changes in tax policies that may impact the treatment of distributions;

• actual or anticipated fluctuations in our company and Brookfield Corporation’s operating results or 
future prospects;

• reactions to public announcements by our company and Brookfield Corporation;

• strategic actions taken by our company or Brookfield Corporation;

• adverse conditions in the financial market or general U.S. or international economic conditions, 
including those resulting from war, incidents of terrorism and responses to such events; and

• sales of such securities by our company, Brookfield Corporation or significant stockholders.

Exchanges of our exchangeable shares for Brookfield Class A Shares may negatively affect the market price of 
the Brookfield Class A Shares, and additional issuances of exchangeable shares would be dilutive to the 
Brookfield Class A Shares.

Each exchangeable share is exchangeable by the holder thereof 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 
election of Brookfield Corporation), subject to certain limitations described under Item 10.B “Memorandum and 
Bye-Laws — Exchange by Holder”. If Brookfield Corporation elects to deliver Brookfield Class A Shares in 
satisfaction of any such exchange request, additional Brookfield Class A Shares may be issued from time to time 
which could have a negative impact on the market price for Brookfield Class A Shares. Additionally, any 
exchangeable shares issued by our company in the future will be exchangeable on the same terms as the 
exchangeable shares distributed and any future exchanges satisfied by the delivery of Brookfield Class A Shares 
would dilute the percentage interest of existing holders of the Brookfield Class A Shares and may reduce the market 
price of the Brookfield Class A Shares.

We or Brookfield Corporation may issue additional shares in the future, including in lieu of incurring 
indebtedness, which may dilute shareholders. We or Brookfield Corporation may also issue securities that have 
rights and privileges that are more favorable than the rights and privileges accorded to our shareholders.

Subject to the terms of any of our securities then outstanding (including those imposed under applicable 
securities laws or stock exchange rules), we may issue additional securities, including class A exchangeable shares, 
class A-1 exchangeable shares, class B shares, class C shares, Senior Preferred Shares, Junior Preferred Shares, 
options, rights and warrants for any purpose and for such consideration and on such terms and conditions as our 
board may determine. Subject to the terms of any of our securities then outstanding, our board will be able to 
determine the class, designations, preferences, rights, powers and duties of any additional securities, including any 
rights to share in our profits, losses and dividends, any rights to receive our company’s assets upon our dissolution 
or liquidation and any redemption, conversion and exchange rights. Subject to the terms of any of our securities then 
outstanding, our board may use such authority to issue such additional securities, which would dilute holders of such 
securities, or to issue securities with rights and privileges that are more favorable than those of our exchangeable 
shares.
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Similarly, subject to the terms of any preferred shares of Brookfield Corporation (including those imposed 
under applicable securities laws or stock exchange rules) then outstanding, Brookfield Corporation may issue 
additional securities, including shares, preferred shares, options, rights, warrants and appreciation rights relating to 
Brookfield Corporation’s securities for any purpose and for such consideration and on such terms and conditions as 
the board of Brookfield Corporation may determine. Subject to the terms of any of Brookfield Corporation’s 
securities then outstanding, the board of Brookfield Corporation will be able to determine the class, designations, 
preferences, rights, powers and duties of any additional securities, including any rights to share in Brookfield 
Corporation’s profits, losses and dividends, any rights to receive Brookfield Corporation’s assets upon its dissolution 
or liquidation and any redemption, conversion and exchange rights. Subject to the terms of any of the Brookfield 
Corporation securities then outstanding, the board of Brookfield Corporation may use such authority to issue such 
additional securities, which would dilute holders of such securities, or to issue securities with rights and privileges 
that are more favorable than those of the Brookfield Class A Shares.

The sale or issuance of a substantial number of our class A exchangeable shares, class A-1 exchangeable 
shares, the Brookfield Class A Shares or other securities of our company or Brookfield Corporation in the public 
markets, or the perception that such sales or issuances could occur, could depress the market price of our 
exchangeable shares and impair our ability to raise capital through the sale of additional exchangeable shares. We 
cannot predict the effect that future sales or issuances of our class A exchangeable shares, class A-1 exchangeable 
shares, Brookfield Class A Shares or equity securities would have on the market price of our exchangeable shares. 
Subject to the terms of any of our securities then outstanding, holders of exchangeable shares will not have any pre-
emptive right or any right to consent to or otherwise approve the issuance of any securities or the terms on which 
any such securities may be issued.

Our company cannot assure you that it will be able to pay distributions equal to the levels currently paid by 
Brookfield Corporation and holders of exchangeable shares may not receive distributions equal to the dividends 
paid on the Brookfield Class A Shares and, accordingly, may not receive the intended economic equivalence of 
those securities.

The exchangeable shares are intended to provide an economic return per exchangeable share equivalent to 
one Brookfield Class A Share (subject to adjustment to reflect certain capital events) and it is expected that 
distributions on our exchangeable shares will continue to be paid at the same time and in the same amount as 
dividends on the Brookfield Class A Shares. However, distributions are at the discretion of our board of directors 
and unforeseen circumstances (including legal prohibitions) may prevent the same distributions from being paid on 
each security. The payment of any return of capital distributions is subject to shareholder approval, which we intend 
to seek annually but which may not be obtained. In addition, the amount of any return of capital distributions on our 
exchangeable shares approved by shareholders could be less than the amount of the dividends declared by 
Brookfield Corporation on the Brookfield Class A Shares in respect of some quarters, including as a result of 
dividend increases made by Brookfield Corporation in between our annual shareholder meetings. Accordingly, there 
can be no assurance that holders of exchangeable shares will receive all distributions as a return of capital 
distribution or that distributions on the exchangeable shares will be paid at the same time and in the same amount as 
dividends on the Brookfield Class A Shares, which may impact the market price of the exchangeable shares.  
Distributions on our exchangeable shares may not equal the levels currently paid by Brookfield Corporation for 
various reasons, including, but not limited to, the following:

• our company may not have enough unrestricted funds to pay such distributions due to changes in our 
company’s cash requirements, capital spending plans, cash flow or financial position and may not have 
availability under the Equity Commitment, credit facility or other sources of funds;

• decisions on whether, when and in which amounts to make any future distributions will be dependent 
on then-existing conditions, including our company’s financial conditions, earnings, legal 
requirements, including limitations under Bermuda law, restrictions on our company’s borrowing 
agreements that limit our ability to pay distributions and other factors we deem relevant; and

• our company may desire to retain cash to improve our credit profile or for other reasons.
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Non-U.S. shareholders are subject to foreign currency risk associated with our company’s distributions.

A significant number of our shareholders reside in countries where the U.S. dollar is not the functional 
currency. Our distributions are denominated in U.S. dollars but are settled in the local currency of the shareholder 
receiving the distribution. For each non-U.S. shareholder, the value received in the local currency from the 
distribution will be determined based on the exchange rate between the U.S. dollar and the applicable local currency 
at the time of payment. As such, if the U.S. dollar depreciates significantly against the local currency of the non-U.S. 
shareholder, the value received by such shareholder in its local currency will be adversely affected.

Bermuda law differs from the laws in effect in Canada and may afford protection to shareholders that differs 
from the protection offered under Canadian law.

As a Bermuda company, we are governed by the Bermuda Act. Bermuda corporate law differs in some 
material respects from laws generally applicable to Canadian corporations, including the provisions relating to 
interested directors, mergers and acquisitions, takeovers, shareholder lawsuits and indemnification of directors. 
Under Bermuda law, the duties of directors and officers of a company are generally owed to the company only. 
Officers of a Bermuda company must, in exercising their powers and performing their duties, act honestly and in 
good faith with a view to the best interests of the company and must exercise the care and skill that a reasonably 
prudent person would exercise in comparable circumstances. Shareholders of Bermuda companies do not generally 
have rights to take action against directors or officers of the company and may only do so in limited circumstances. 
See Item 10.B “Memorandum and Bye-Laws – Comparison of the Rights of Holders of Class A Exchangeable 
Shares and Brookfield Class A Shares”.

Our bye-laws designate specific courts in Bermuda as the exclusive forum for certain litigation that may be 
initiated by our shareholders, which could limit our shareholders’ ability to obtain a desired judicial forum for 
disputes with us.

Pursuant to our bye-laws, unless we consent in writing to the selection of an alternative forum (and our 
company will always provide such consent with respect to the Superior Court of Justice of the Province of Ontario, 
Canada and appellate Courts thereof), the Supreme Court of Bermuda shall, to the fullest extent permitted by law, be 
the sole and exclusive forum for any dispute that arises concerning the Bermuda Act or out of or in connection with 
our bye-laws, including any question regarding the existence and scope of our bye-laws and/or whether there has 
been any breach of the Bermuda Act or our bye-laws by an officer or director (whether or not such a claim is 
brought in the name of a shareholder or in the name of our company, which we refer to as the Bermuda Forum 
Provision.) The Bermuda Forum Provision will not apply to any causes of action arising under the U.S. Securities 
Act or the Exchange Act. In addition, our bye-laws further provide that unless we consent in writing to the selection 
of an alternative forum, the federal courts of the United States shall be the sole and exclusive forum for resolving 
any complaint filed in the United States asserting a cause of action arising under the U.S. Securities Act, which we 
refer to as the U.S. Federal Forum Provision. In addition, our bye-laws provide that any person or entity purchasing 
or otherwise acquiring any interest in our exchangeable shares is deemed to have notice of and consented to the 
Bermuda Forum Provision and the U.S. Federal Forum Provision; provided, however, that shareholders cannot and 
will not be deemed to have waived our compliance with the U.S. federal securities laws and the rules and regulations 
thereunder.
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The Bermuda Forum Provision and the U.S. Federal Forum Provision in our bye-laws may impose 
additional litigation costs on shareholders in pursuing any such claims. Additionally, the forum selection clauses in 
our bye-laws may limit our shareholders’ ability to bring a claim in a judicial forum that they find favorable for 
disputes with us or our directors, officers or employees, which may discourage the filing of lawsuits against us and 
our directors, officers and employees, even though an action, if successful, might benefit our shareholders. In 
addition, while the Delaware Supreme Court ruled in March 2020 that federal forum selection provisions purporting 
to require claims under the U.S. Securities Act be brought in federal court are “facially valid” under Delaware law, 
there is uncertainty as to whether other courts, including courts in Bermuda and other courts within the U.S. and 
Canada, will enforce our U.S. Federal Forum Provision. If the U.S. Federal Forum Provision is found to be 
unenforceable, we may incur additional costs associated with resolving such matters. The U.S. Federal Forum 
Provision may also impose additional litigation costs on shareholders who assert that the provision is not enforceable 
or invalid. The Supreme Court of Bermuda and the federal courts in the United States may also reach different 
judgments or results than would other courts, including courts where a shareholder considering an action may be 
located or would otherwise choose to bring the action, and such judgments may be more or less favorable to us than 
our shareholders.

Risks Relating to our Company

The completion of growth initiatives, including executing future reinsurance arrangements and acquiring 
interests in existing reinsurance or insurance platforms, would significantly increase the scale and scope of our 
operations, which we may have difficulty managing, and which may involve risks to our business.

A key part of our growth strategy will involve executing new PRT arrangements and reinsurance contracts 
and may also include the acquisition of, or material investments in, existing reinsurance and insurance platforms. 
Such initiatives, if successful, would significantly increase the scale, scope and diversity of our business. While we 
have successfully executed transactions in the past to facilitate our growth to date, competition exists in the market 
for profitable reinsurance and PRT arrangements and businesses and we may not be successful in identifying and 
executing on future opportunities.

Future growth will likely involve some or all of the following risks, which could materially and adversely 
affect our business, financial condition or results of operations: the difficulty of integrating the acquired operations 
and personnel into our current operations; potential disruption of our current operations; diversion of resources; the 
difficulty of managing the growth of a larger organization; the risk of entering markets in which we have little 
experience; the risk of becoming involved in labor, commercial or regulatory disputes or litigation related to the new 
enterprise; risk of other liabilities associated with the acquired business; and the risk of a change of control resulting 
from an acquisition triggering rights of third parties or government agencies under contracts with, or authorizations 
held by the business being acquired. While we intend to conduct extensive due diligence investigations into 
portfolios and businesses being acquired, it is possible that due diligence may fail to uncover all material risks, or to 
identify a change of control trigger in a material contract or authorization, or that a contractual counterparty or 
government agency may take a different view on the interpretation of such a provision to that taken by us, thereby 
resulting in a dispute.

Our company’s material assets consist predominantly of interests in our operating subsidiaries.

We depend in part on distributions and other payments from our operating subsidiaries to provide us with 
the funds necessary to meet our financial obligations. Our operating subsidiaries are legally distinct from our 
company and some of them are or may become restricted in their ability to pay distributions or otherwise make 
funds available to our company pursuant to local law, regulatory requirements and their contractual agreements, 
including agreements governing their financing arrangements. Our operating businesses will generally be required to 
satisfy their own working capital requirements and service any debt obligations before making distributions to our 
company. In the event that payments from our operating subsidiaries are insufficient to meet our financial 
obligations, we will be required to rely on our third party credit facilities as well as support provided by Brookfield 
Corporation pursuant to the Support Agreement, Brookfield Credit Agreement and Equity Commitment in order to 
satisfy such obligations.
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Our company is a “SEC foreign issuer” under Canadian securities regulations and a “foreign private issuer” 
under U.S. securities law. Therefore, we are exempt from certain requirements of Canadian securities laws and 
from requirements applicable to U.S. domestic registrants listed on the NYSE.

Although our company is a reporting issuer in Canada, we are a “SEC foreign issuer” and exempt from 
certain Canadian securities laws relating to disclosure obligations and proxy solicitation, subject to certain 
conditions. Therefore, there may be less publicly available information in Canada about our company than would be 
available if we were a typical Canadian reporting issuer.

Although our company is subject to the periodic reporting requirements of the Exchange Act, the periodic 
disclosure required of foreign private issuers under the Exchange Act is different from periodic disclosure required 
of U.S. domestic registrants. Therefore, there may be less publicly available information about our company than is 
regularly published by or about other companies in the United States. Our company is exempt from certain other 
sections of the Exchange Act to which U.S. domestic issuers are subject, including the requirement to provide our 
shareholders with information statements or proxy statements that comply with the Exchange Act. In addition, 
insiders and large shareholders of our company are not obligated to file reports under Section 16 of the Exchange 
Act, and are permitted to follow certain home country corporate governance practices instead of those otherwise 
required under the NYSE Listed Company Manual for domestic issuers. Our company currently follows the same 
corporate practices as would be applicable to U.S. domestic companies under the U.S. federal securities laws and 
NYSE corporate governance standards. However, we may in the future elect to follow our home country law for 
certain of our other corporate governance practices, as permitted by the rules of the NYSE, in which case our 
shareholders would not be afforded the same protection as provided under NYSE corporate governance standards to 
U.S. domestic registrants. Following our home country governance practices as opposed to the requirements that 
would otherwise apply to a U.S. domestic company listed on the NYSE may provide less protection than is accorded 
to investors of U.S. domestic issuers.

We are subject to the risk of possibly becoming an investment company under U.S. federal securities law.

In the United States, the Investment Company Act of 1940 (“Investment Company Act”) regulates certain 
companies that invest in or trade securities. We rely on an exemption from the definition of “investment company” 
in the Investment Company Act as a holding company that conducts all of its business operations through, and 
whose material assets consist of interests in, our operating subsidiaries. Our subsidiaries consist of an entity 
organized and regulated as an insurance company whose primary and predominant business activity is the writing of 
insurance and entities organized and regulated as foreign insurance companies that are engaged primarily and 
predominantly in the reinsurance of risks on insurance agreements. The law in this area is subjective and there is 
limited regulatory guidance as to the meaning of “primary and predominant” or “primarily and predominantly” in 
the relevant exemption to the Investment Company Act. For example, there is no formal standard for the amount of 
premiums that need to be written relative to the level of an entity’s capital in order to qualify for the exemption. If 
this exemption were deemed inapplicable, we may, subject to the availability of other exemptions, have to seek to 
register under the Investment Company Act as an investment company which would require an order from the SEC. 
Our inability to obtain such an order could have a significant adverse impact on our business.

Assuming that we were permitted to register as an investment company, registered investment companies 
are subject to extensive, restrictive regulation relating to, among other things, operating methods, management, 
capital structure, leverage, dividends and transactions with affiliates, which would have a significant adverse impact 
on our business. Registered investment companies are not permitted to operate their business in the manner in which 
we operate our business as it is currently conducted, nor are registered investment companies permitted to have 
many of the relationships that we have with our affiliated companies.

If at any time it were established that we had been operating as an investment company in violation of the 
registration requirements of the Investment Company Act, there would be a risk, among other material adverse 
consequences, that we could become subject to monetary penalties or injunctive relief, or both, or that we would be 
unable to enforce contracts with third parties or that third parties could seek to obtain rescission of transactions with 
us undertaken during the period in which it was established that we were an unregistered investment company.
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To the extent that the laws and regulations change in the future so that contracts we write are deemed not to 
be reinsurance contracts, we will be at greater risk of not qualifying for the Investment Company Act exemption. 
Additionally, it is possible that our classifications as an investment company would result in the suspension or 
revocation of our insurance or reinsurance licenses.

Our failure to maintain effective internal controls could have a material adverse effect on our business in the 
future and the price of our exchangeable shares.

As a public company, we are subject to the reporting requirements of the Exchange Act, the Sarbanes-
Oxley Act, and stock exchange rules promulgated in response to the Sarbanes-Oxley Act. All of our current 
operating subsidiaries are, and potential future acquisitions will be, private companies and their systems of internal 
controls over financial reporting may be less developed as compared to public company requirements. Any failure to 
maintain adequate internal controls over financial reporting or to implement required, new or improved controls, or 
difficulties encountered in their implementation, could cause material weaknesses or significant deficiencies in our 
internal controls over financial reporting and could result in errors or misstatements in our consolidated financial 
statements that could be material. If we or our independent registered public accounting firm were to conclude that 
our internal controls over financial reporting were not effective, investors could lose confidence in our reported 
financial information and the price of our exchangeable shares could decline. Our failure to achieve and maintain 
effective internal controls could have a material adverse effect on our business, our ability to access capital markets 
and investors’ perception of us. In addition, material weaknesses in our internal controls could require significant 
expense and management time to remediate.

Changes in accounting standards from IFRS to U.S. GAAP can be difficult to predict and could adversely impact 
how we record and report our financial condition and results of operations.

Beginning on January 1, 2023, our company adopted the United States generally accepted accounting 
principles (“U.S. GAAP”). Therefore, our financial statements will be subject to the application U.S. GAAP, which 
is periodically revised by the Financial Accounting Standards Board (“FASB”). Accordingly, from time to time we 
will be required to adopt new or revised accounting standards or interpretations issued by the FASB. The estimated 
impact of accounting pronouncements that have been issued but not yet implemented is disclosed in our reports filed 
with the SEC and SEDAR. 

The FASB issued an accounting standards update (“ASU”) in August 2018 that will result in significant 
changes to the accounting for long-duration insurance contracts, including that all of our variable annuity guarantees 
be considered market risk benefits and measured at fair value, whereas today a significant amount of our variable 
annuity guarantees are classified as insurance liabilities. The ASU became effective as of January 1, 2023. The 
impact of the new guidance on our variable annuity guarantees is highly dependent on market conditions, especially 
interest rates, as our stockholder's equity would decrease as interest rates decrease and increase as interest rates rise. 
We are, therefore, unable to estimate the ultimate impact of the ASU on our financial statements; however, at 
prevailing interest rate levels at the end of 2022, the ASU, upon adoption, could likely result in a material decrease 
in stockholder's equity, which could have a material adverse effect on our rating agency metrics and could 
consequently adversely impact our financial strength ratings and our ability to incur new indebtedness. In addition, 
the ASU will have a significant impact to the company’s financial statements upon adoption and will also change the 
pattern of the company's earnings after the transition date, which may include an increase in the market sensitivity of 
our financial statements and results of operations. See “Item 3.D “Risk Factors — Risks Relating to Our Operating 
Subsidiaries and Industry — A rating downgrade or the absence of a rating of any of our operating subsidiaries or 
their wholly owned insurance companies could adversely affect our existing business and our ability to compete for 
further business.”
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Our accounting policies and methods are fundamental to how we record and report our financial condition 
and results of operations. U.S. GAAP is a continuously evolving set of financial accounting and reporting standards 
that governs the preparation of our financial statements. Changes to U.S. GAAP can be difficult to implement and 
can materially impact how we record and report our financial condition and results of operations. An upcoming 
change in U.S. GAAP that will impact how we record and report our financial condition and results of operations is 
Accounting Standards Update No. 2018-12, Financial Services-Insurance (Topic 944) - Targeted Improvements to 
the Accounting for Long-Duration Contracts ("ASU 2018-12"). The amendments in this update will change the 
accounting guidance we follow for long-duration insurance contracts. ASU 2018-12 will require us to update 
assumptions used in measuring future policy benefits, including mortality, persistency, and disability rates, at least 
annually instead of locking those assumptions at contract inception. In addition, the new standard requires 
differences in assumptions and actual performance be reflected in reserves as the experience occurs. ASU 2018-12 
also includes changes to how we amortize DAC and determine and update the discount rate assumptions used in 
measuring future policy benefits reserves while increasing the level of financial statement disclosures required. The 
amendments in ASU 2018-12 are scheduled to be effective for the company beginning in 2023 as of the earliest 
period presented in the consolidated financial statements. We anticipate that the adoption of ASU 2018-12 will have 
a pervasive impact on our consolidated financial statements and related disclosures and will require changes to 
certain of our processes, systems, and controls. This new accounting standard, in addition to other financial reporting 
standard changes being discussed by the FASB and the SEC, could adversely impact both our financial condition 
and results of operations as reported on a U.S. GAAP basis.

The consolidated financial statements of the company contained in this Form 20-F have been prepared in 
accordance with IFRS as issued by the International Accounting Standards Board. There are, and may continue to 
be, certain significant differences between IFRS and U.S. GAAP, including but not limited to potentially significant 
differences related to the accounting and disclosure requirements relating to insurance contracts, investments, other 
nonfinancial assets and taxation. As a result, our financial information and reported earnings for historical or future 
periods could be significantly different if they are prepared in accordance with U.S. GAAP, and you may not be able 
to meaningfully compare our historical financial statements under IFRS, including those contained in this Form 20-
F, with those that we prepare under U.S. GAAP in the future. The transition from IFRS to U.S. GAAP may also 
increase our company’s legal, audit, accounting and financial compliance costs, make some activities more difficult, 
time consuming or costly and may also place undue strain on our company’s personnel, systems and resources.

Canadian and U.S. investors in our exchangeable shares may find it difficult or impossible to enforce service of 
process and enforcement of judgments against our company, our board and our executive officers.

We are incorporated under the laws of Bermuda, and a number of our subsidiaries are organized in 
jurisdictions outside of Canada and the United States. In addition, one of our executive officers is located outside of 
Canada and the United States. Further, certain of our assets are, and the assets of our directors and officers may be, 
located outside of Canada and the United States. It may not be possible for investors to effect service of process 
within Canada and the United States upon our directors and officers. It may also not be possible to enforce against 
us, the experts identified in this Form 20-F, or our directors and officers, judgments obtained in Canadian courts or 
U.S. courts predicated upon the civil liability provisions of applicable securities law in the United States.
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Risks Relating to Our Operating Subsidiaries and Industry

Our company makes assumptions and estimates when assessing reinsurance and insurance risks, and significant 
deviations, particularly with regards to longevity, could adversely affect our business, financial condition, results 
of operations, liquidity and cash flows.

Our company makes and relies on certain assumptions and estimates in order to make decisions regarding 
pricing, target returns, reserve levels and other factors affecting our business operations. Our underwriting results 
depend upon the extent to which our actual claims experience and benefit payments on our reinsurance contracts are 
consistent with the assumptions we use in setting prices and establishing liabilities for such contracts. Such amounts 
are established based on actuarial estimates of how much we will need to pay for future benefits and claims based on 
data and models that include many assumptions and projections, which are inherently uncertain and involve 
significant judgment, including assumptions as to the levels and/or timing of receipt or payment of premiums, 
benefits, claims, expenses, interest credits and investment results (including equity and other market returns). If our 
assumptions and estimates differ significantly from the actual outcomes and results, our business, financial 
condition, results of operations, liquidity and cash flows may be materially and adversely affected.

If we fail to assess accurately the risks we underwrite or fail to comply with our internal guidelines on 
underwriting, or if events or circumstances cause our underwriters’ risk assessment to be incorrect, our premiums 
may prove to be inadequate to cover future benefit payments on our reinsurance contracts based on our actual claims 
experience. In particular, our company’s PRT and annuity-based products expose our company to longevity risks. 
Longevity risk is the risk that the length of time we pay pension or annuity benefits may exceed that which we 
assumed in pricing our reinsurance contracts. The assessment of longevity risks is a key determinant of the pricing 
of a reinsurance treaty. Longevity products, including PRT and other annuity-based products, may experience 
adverse impacts due to higher-than-expected mortality improvement. In addition, there may be instances in which 
the proportion of policyholders who are married is higher than predicted. Longevity experience which is less 
favorable than the rates that we used in pricing a reinsurance agreement may cause our net income to be less than 
otherwise expected because the premiums we receive for the risks we assume may not be sufficient to cover the 
claims and profit margin.

We regularly review our reserves and associated assumptions as part of our ongoing assessment of our 
business performance and risks. If we conclude that our reserves are insufficient to cover actual or expected policy 
and contract benefits and claim payments as a result of changes in experience, assumptions or otherwise, we may 
update the assumptions used to calculate reserves for in-force business, which could result in additional assets 
needed to meet the higher expected annuity claims or earlier expected life claims. An increase in reserves due to 
revised assumptions would have an immediate impact on our results of operations and financial condition; however, 
economically the impact is generally long term as the excess outflow is paid over time.

We use a variety of strategies to manage longevity risks, including the use of reinsurance and derivative 
instruments. These strategies, however, may not be fully effective and may lead to payments to counterparties in 
excess of recoveries depending on how actual longevity experience emerges. Moreover, advances in technology, 
including predictive medical technology that enables consumers to select products better matched to their individual 
longevity risk profile and other medical breakthroughs that extend lives, could cause our future experience to deviate 
significantly from our actuarial assumptions, which could adversely impact the level of reserves and profitability.
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Our company often relies on the policies, procedures and expertise of the ceding companies making the 
original underwriting decisions. Similar to the practice of other insurers, our company does not separately evaluate 
each of the individual risks assumed under reinsurance treaties or each claim incurred. Accordingly, our company is 
dependent on the information provided by the ceding companies (or their third-party administrators), and there can 
be no assurance that such ceding companies have adequately evaluated the risks to be reinsured. We may rely on the 
ceding companies to whom we provide reinsurance, or any third-party administrators with whom they contract, to 
provide policy administration and policyholder services and to provide timely and accurate financial and operating 
information to us. We cannot assure you that erroneous information we receive will be identified and resolved such 
that the information is included without error, which may impact our business and servicing quality and could have a 
material adverse effect on our business, financial condition and results of operations.

Our growth strategy includes our ability to contract with other insurance and reinsurance companies, often on 
large, complex transactions, and our ability to consummate these transactions on terms acceptable to us is 
uncertain. Even if we execute transactions on terms acceptable to us, the ability to realize the anticipated 
financial benefits from such transactions is uncertain.

We routinely review potential PRT arrangements and reinsurance transactions to grow our business, some 
of which may be material. There can be no assurance that any discussions will lead to definitive agreements or, if 
such agreements are reached, that any transactions will be consummated. Even if we identify suitable opportunities 
on terms acceptable to us, we may be unable to consummate these transactions due to required regulatory approvals 
or other reasons, many of which are outside of our control. If we are unable to consummate suitable PRT, 
reinsurance or similar transactions on terms acceptable to us, our business, financial condition, results of operations 
and future growth may be materially and adversely affected.

There is increasing competition in the reinsurance market, which may make it more difficult to identify 
transactions with terms that are acceptable to us based on our objectives and analyses. 

The NAIC is considering insurance business transfer laws that permit insurers to transfer blocks of business 
to other insurers by operation of law. Such transfers could become a viable alternative structure to traditional block 
reinsurance transactions we intend to target and consequently may materially and adversely affect our ability to 
identify and enter into new block reinsurance transactions.

When we enter into a PRT arrangement or reinsurance contract, the transaction may not achieve the results 
we expected at the time we entered into the agreement. The terms we negotiate will be determined based on 
qualitative and quantitative factors, including our estimates and assumptions at such time. Actual results may 
materially differ from those estimates and assumptions due to various factors including, but not limited to, 
macroeconomic, asset or investment performance, business growth, demographic, policyholder behavior, regulatory 
and political conditions. In addition, we face risks associated with managing reinsured policies, such as maintaining 
adequate personnel and operational systems to manage such liabilities. A change in the operating systems we use to 
manage our liabilities, and/or the personnel responsible for overseeing such systems and administering the related 
policies, could disrupt our ability to adequately monitor and report our liabilities and administer these policies. As a 
result of such disruption, we may experience customer or counterparty complaints, regulatory intervention, or other 
adverse effects. As a result of the foregoing, we may realize materially less than the anticipated financial benefits 
from reinsurance transactions, or our reinsurance transactions may be unprofitable or result in losses.

We will require significant capital in order to continue to fund the growth of our business.

We may need to raise additional funds to continue to fund the growth of our business. With respect to 
future reinsurance transactions, there can be no assurance that we will have sufficient capital available, or to the 
extent we do have sufficient capital, that it will be available in the necessary entities, to continue growing this part of 
our business. In order to enter into reinsurance arrangements through our licensed operating subsidiaries, we need 
sufficient capital to be held by these entities. Our ability to move capital to these entities without adverse 
consequence may be limited by regulatory restrictions on dividends from our other subsidiaries, restrictions on 
intercompany transactions more generally, tax consequences or other considerations.
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Brookfield Corporation has provided our company with the Equity Commitment in the amount of $2 billion 
to fund future growth as well as a revolving credit facility in the amount of $400 million for working capital 
purposes, each of which we may draw on from time to time. Our company has also established credit facilities with 
third party lenders. To the extent our operations do not generate sufficient operating cash flow to fund working 
capital, we intend to use the liquidity provided by the Equity Commitment and other available credit facilities 
(including under the Brookfield Credit Agreement) for working capital purposes and to fund distributions. We may 
also use the proceeds from the Equity Commitment to fund growth capital investments and acquisitions.

Our business operations depend on our ability to appropriately distribute, execute and administer our policies 
and claims.

The success of our U.S. direct insurance business is primarily dependent on writing and servicing life, 
annuity, property and casualty, and health insurance for individuals, families and businesses. Any problems or 
discrepancies that arise in our pricing, underwriting, billing, processing, claims handling or other practices, whether 
as a result of employee error, vendor error, or technological problems, could have a negative effect on operations 
and reputation, particularly if such problems or discrepancies are replicated through multiple policies.

Advances in medical technology may adversely affect certain segments of our business.

Genetic testing and diagnostic imaging technology is advancing rapidly. Increases in the prevalence, 
availability (particularly in the case of direct to consumer genetic testing) and accuracy of such testing may increase 
our adverse selection risk, as people who learn that they are predisposed to certain medical conditions associated 
with reduced life expectancy may be more likely to purchase and maintain life insurance. Conversely, people who 
learn that they lack genetic predisposition to conditions associated with reduced life expectancy may forego the 
purchase of life insurance, or permit existing policies to lapse, and may be more likely to purchase certain annuity 
products. Our access to and ability to use medical information, including the results of genetic and diagnostic 
testing, that is known to our prospective policyholders is important to our underwriting of life insurance and 
annuities. All of the jurisdictions in which our businesses operate limit and/or restrict insurers’ access and use of 
genetic information, and similar additional regulations and legislation may be adopted. Such regulation and 
legislation likely would exacerbate adverse risk selection related to genetic and diagnostic testing, which may in turn 
have an adverse effect on our businesses.

In addition to earlier diagnosis and knowledge of disease risk, medical advances may increase overall 
health and longevity. If this were to occur, the duration of payments made under certain of our annuity products 
would be extended beyond our actuarial assumptions, reducing the profitability of such business. This may require 
us to modify our assumptions, models or reserves.

We may incur significant losses resulting from catastrophic events. 

Property and casualty operations within our U.S. direct insurance business are exposed to catastrophes 
caused by natural events, such as floods, hurricanes, tornadoes, wildfires, droughts, earthquakes, snow, hail and 
windstorms, and manmade events, such as terrorism, riots, explosions, hazardous material releases, and utility 
outages. Life and health insurance operations within our U.S. direct insurance business are exposed to the risk of 
catastrophic mortality or illness, such as a pandemic, an outbreak of an easily communicable disease, or another 
event that causes a large number of deaths or high morbidity. Our investment operations are exposed to catastrophes 
as a result of direct investments and mortgages related to real estate and certain similarly structured infrastructure 
loans. Our operating results may vary significantly from one period to the next since the likelihood, timing, severity, 
number or type of catastrophe events cannot be accurately predicted. Our losses in connection with catastrophic 
events are primarily a function of the severity of the event and the amount of our exposure in the affected area.
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Climate change, and increasing regulation with respect to climate change, may adversely impact our results of 
operations.

There are concerns that the increased frequency and severity of weather-related catastrophes and other 
losses, such as floods, hurricanes and wildfires, incurred by the industry in recent years are indicative of changing 
weather patterns, whether as a result of global climate change caused by human activities or otherwise, which could 
cause such events to persist. Increased weather-related catastrophes would lead to higher overall losses, which we 
may not be able to recoup, particularly in a highly regulated and competitive environment, and higher reinsurance 
costs. Increased weather-related catastrophes could also result in increased credit exposure to reinsurers and other 
counterparties with which we do business. Certain catastrophe models assume an increase in frequency and severity 
of certain weather or other events, which could result in a disproportionate impact on insurers with certain 
geographic concentrations of risk. This would likely increase the risks of writing property insurance in coastal areas 
or areas susceptible to wildfires or flooding, particularly in jurisdictions that restrict pricing and underwriting 
flexibility. The threat of rising seas or other catastrophe losses as a result of climate change may also cause property 
values in coastal or such other communities to decrease, reducing the total amount of insurance coverage that is 
required. Climate change-related risks also present challenges to our ability to effectively underwrite, model and 
price risk.

In addition, climate change could have an impact on assets in which we invest, resulting in realized and 
unrealized losses in future periods that could have a material adverse impact on our results of operations and/or 
financial position. Such investment risks can include, but are not limited to, changes in supply and demand 
characteristics for fossil fuels, advances in low-carbon technology and renewable energy development, effects of 
extreme weather events on the physical and operating exposure of industries and issuers, and the transition that 
issuers make towards addressing climate risk in their own businesses. It is not possible to foresee with certainty 
which, if any, assets, industries or markets will be materially and adversely affected, nor is it possible to foresee the 
magnitude of such effect.

Moreover, we cannot predict how legal, regulatory and social responses to concerns about climate change 
will impact our business or the value of our investments. We are subject to complex and changing regulation and 
public policy debates relating to climate change that are difficult to predict and quantify and that may have an 
adverse impact on our business. For example, in November of 2021, the New York Department of Financial 
Services (“NYDFS”) finalized its “Guidance for Domestic Insurers on Managing the Financial Risks from Climate 
Change.” In general, the guidance provides that a New York-domiciled insurer should integrate consideration of 
climate risks into its governance structure at the insurer or group level, consider the impact of climate-related factors 
on its business decisions using time horizons that are tailored to the insurer and its activities, incorporate climate 
risks into its existing financial risk management framework, use scenario analysis to inform business strategies and 
risk identification and assessment, and disclose its climate risks and engage with the Task Force on Climate-related 
Financial Disclosures and other initiatives when developing disclosure approaches. In addition, the NAIC and 
federal agencies, including the SEC and Federal Insurance Office, are increasingly focused on assessment and 
disclosure of climate change risks. In March 2022, the SEC proposed new rules that, among other matters, will seek 
to standardize and establish a framework for reporting of climate-related risks. To the extent the proposed rules 
impose additional reporting obligations, we could face increased costs. Separately, the SEC has also announced that 
it is scrutinizing existing climate-change related disclosures in public filings, increasing the potential for 
enforcement if the SEC were to allege our existing climate disclosures are misleading or deficient. In April 2022, the 
NAIC Climate Risk & Resiliency Task Force released a new climate risk disclosure survey, and the NAIC Plenary 
adopted the redesigned climate risk disclosure survey as a voluntary risk management tool available for state 
insurance regulators to use to assess an insurer’s climate-related risks. The domestic insurance companies within our 
holding company system that are required to respond to the climate risk disclosure survey complied with such new 
reporting standard in 2022. The NAIC also continues to contemplate enhancements to the Financial Condition 
Examiners Handbook and the ORSA Guidance Manual to address climate change risks and their impact on 
solvency. Governmental guidance or regulations relating to climate change, or our own leadership decisions 
implemented as a result of assessing the impact of climate change on our business, may increase our costs of doing 
business. Additionally, the BMA has issued a new guidance note on the management of climate risk for commercial 
insurers. The guidance note sets out the BMA’s expectations, the implementation of which is anticipated to be 
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phased in beginning in 2025 for commercial insurers and insurance groups with respect to their management and 
reporting of climate change risks. The expectations of the BMA focus on corporate governance and risk 
management practices for climate risk in the context of environmental, social and governance risks of insurance 
business conducted by such insurers. Insurers will be monitored by the BMA to determine whether they have 
assessed their credit risk as well as counterparty risk exposures with respect to climate risks and the impact on their 
statutory capital and surplus. The BMA expects insurers to ensure their governance structure and governance 
processes each include a forward-looking, prudent, and responsible approach to handling all aspects of climate risks.

In addition, in March 2023, OSFI issued its “Guideline B-15: Climate Risk Management”, which sets out 
OSFI’s expectations for the management of climate-related risks. The guideline presents three expected outcomes 
for institutions to achieve: (i) understanding and mitigating against potential impacts of climate-related risks to its 
business model and strategy; (ii) appropriate governance and risk management practices to manage identified 
climate-related risks; and (iii) remaining financially resilient through severe, yet plausible, climate risk scenarios, 
and operationally resilient through disruption due to climate-related disasters.

 Our reinsurance arrangement with AEILIC accounts for a substantial portion of our business.

In connection with our strategic arrangement with AEL Holdings, we have agreed to reinsure up to 
approximately $10 billion of annuity products issued by AEILIC, a subsidiary of AEL Holdings. Under the 
agreement, we reinsured an initial block of approximately $4 billion of in-force policies, and agreed to reinsure up to 
an additional approximately $6 billion of AEL Holding’s “IncomeShield” or other mutually agreed liabilities issued 
by AEILIC on a flow basis. As of December 31, 2022, we have reinsured approximately $5.5 billion of liabilities 
under our reinsurance agreement with AEILIC. In the event that AEILIC fails to underwrite the incremental 
business for us to reinsure, our expectations regarding future cash flows, operating results, financial condition and 
growth strategy would be materially and adversely affected.

We hold a significant equity interest in AEL Holdings, the value of which could decline due to factors outside of 
our control, and we are subject to restrictions on transfer of such AEL Holdings common shares under the terms 
of the AEL Investment Agreement.

Our company currently holds approximately 18.74% of the issued and outstanding common shares of AEL 
Holdings. The value of our equity investment in AEL Holdings is subject to all of the risks relating to ownership of 
equity in AEL Holdings as described in its public disclosure filings, as well as risks relating to the investment in 
equity securities generally such as market volatility and market disruption, changes in interest and currency 
exchange rates, equity prices and other economic and business factors beyond our control. Subject to certain limited 
exceptions, under the terms of the AEL Investment Agreement, we will not be permitted to transfer the 6,775,000 of 
the AEL Holdings shares (approximately 7.9% of the issued and outstanding common shares of AEL Holdings) we 
own until January 7, 2024. In addition, until November 30, 2025, we are subject to customary standstill obligations 
that restrict us from, among other things, purchasing additional AEL Holdings common shares, selling our AEL 
Holdings common shares to activists or competitors and taking or supporting certain shareholder actions, subject to 
certain limited exceptions. As a result of the foregoing restrictions, we may not be permitted to transfer our AEL 
Holdings common shares and any decline in the value of our AEL Holdings common shares could result in returns 
that are lower than anticipated or even in the investment being lost completely.
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A rating downgrade or the absence of a rating of any of our operating subsidiaries or their wholly owned 
insurance companies could adversely affect our existing business and our ability to compete for further business.

Financial strength ratings are an important competitive factor in the insurance and reinsurance industries. 
Ratings organizations periodically review the financial performance and condition of insurers and reinsurers. 
Ratings are based on a company’s ability to pay its obligations and are not directed toward the protection of 
investors. Ratings organizations assign ratings based upon several factors, including historical experience, and while 
most of these factors relate to the underlying company, some of the factors relate to general economic conditions 
and circumstances outside the company’s control. Ratings are subject to revision or withdrawal at any time by the 
assigning ratings organization. Financial strength ratings are directed toward policyholders and not holders of 
securities, and are not a recommendation to buy, sell or hold securities, and each rating should be evaluated 
independently of any other rating. There can be no assurance that the financial strength rating assigned to any of our 
operating subsidiaries will remain in effect for any given period of time or that the rating will not be lowered, 
withdrawn or revised by the rating agency at any time.

Any downgrade in the financial strength rating of any of our operating subsidiaries could adversely affect 
our company’s ability to sell products, retain existing business and compete for attractive acquisition opportunities 
and could result in our company being removed from the approved lists of some customers and may adversely affect 
the ability of our company to write business to such customers. Some of the reinsurance treaties our company may 
enter into permit customers to reassume all or a portion of the risk formerly ceded to us due to, among other things, 
changes in the financial condition or ratings of our operating subsidiaries. Accordingly, we may suffer a loss of 
business as a result.

In addition, a significant downgrade in a rating or outlook of any of our operating subsidiaries or their 
wholly owned insurance companies, among other factors, could adversely affect our ability to raise and then 
contribute capital to our subsidiaries for the purpose of facilitating or supporting their business or any reinsurance 
opportunities that may arise and may also increase our cost of capital. Accordingly, a ratings downgrade of any such 
subsidiaries could adversely affect our ability to conduct business, including reducing new sales of insurance 
products or increasing the number or amount of surrenders and withdrawals, requiring us to offer higher crediting 
rates or greater policyholder guarantees on our insurance products in order to remain competitive, affecting our 
relationships with independent sales intermediaries and credit counterparties and affecting our ability to obtain 
reinsurance at reasonable prices.

There is no assurance that our operating subsidiaries or their wholly owned insurance companies will be 
able to maintain or obtain a rating.

No assurance can be provided that any action taken by a rating agency would not result in a material 
adverse effect on the business of our company and/or the results of operations, financial condition, liquidity or 
prospects of our company.

If market conditions cause reinsurance to be more costly or unavailable, we may be required to bear increased 
risks or reduce the level of our underwriting commitments.

As part of our overall risk and capacity management strategy, we may choose to purchase reinsurance for 
certain amounts of risk underwritten within our direct insurance or PRT businesses. We may also look to retrocede 
certain amounts of risk we assume under our reinsurance agreements. Market conditions beyond our control 
determine the availability and cost of the reinsurance protection we seek to purchase, which may affect the level of 
our businesses and profitability. The premium rates and other fees that we charge are based, in part, on the 
assumption that reinsurance will be available at a certain cost. Accordingly, we may be forced to incur additional 
expenses for reinsurance, which could adversely affect our ability to write future business. In addition, we may be 
unable to obtain reinsurance on terms acceptable to us relating to certain lines of business that we intend to begin 
underwriting.
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If the counterparties to our reinsurance arrangements or to the derivatives we use to hedge our business risks 
default or fail to perform, we may be exposed to risks we had sought to mitigate, which could materially and 
adversely affect our financial condition and results of operations.

We use reinsurance and derivatives to mitigate our risks in various circumstances. In general, reinsurance 
and derivatives do not relieve us of our direct liabilities. Accordingly, we bear credit risk with respect to our 
counterparties. A counterparty’s insolvency, inability or unwillingness to make payments under the terms of 
reinsurance agreements, indemnity agreements or derivatives agreements with us or inability or unwillingness to 
return collateral could have a material adverse effect on our financial condition and results of operations. While we 
may manage these risks through transaction-related diligence, contract terms, collateral requirements, hedging, and 
other oversight mechanisms, our efforts may not be successful.

In addition, we use derivatives to hedge various business risks. We enter into a variety of derivatives, 
including options, forwards, interest rate, credit default and currency swaps with a number of counterparties on a 
bilateral basis for uncleared OTC derivatives and with clearing brokers and central clearinghouses for OTC-cleared 
derivatives (OTC derivatives that are cleared and settled through central clearing counterparties). If our 
counterparties, clearing brokers or central clearinghouses fail or refuse to honor their obligations under these 
derivatives, our hedges of the related risk will be ineffective. Such failure could have a material adverse effect on 
our financial condition and results of operations. We seek to reduce the risks associated with such derivative 
transactions by entering into such agreements with large, well-established financial institutions. However, there can 
be no assurance that we will not suffer losses in the event of a derivative counterparty fails to perform or fulfill its 
obligations.

The reinsurance and insurance industries are highly competitive; competitive pressures may result in fewer 
reinsurance contracts underwritten, lower premium rates, increased expense for customer acquisition and 
retention and less favorable policy terms and conditions.

We operate in highly competitive markets. Customers may evaluate us and our competitors on a number of 
factors, including capital and perceived financial strength, underwriting capacity, expertise, innovation, local 
presence, reputation, experience and qualifications of employees, client relationships, geographic scope of business, 
products and services offered (including ease of doing business over the electronic placement platforms), premiums 
charged, ratings assigned by independent rating agencies, contract terms and conditions and the speed of claims 
payment.

Within our U.S. direct insurance business, strong competition for customers has led to increased marketing 
and advertising by our competitors, many of whom have well-established national reputations and greater financial 
and marketing resources, as well as the introduction of new insurance products and aggressive pricing. These 
competitive pressures could result in increased pricing pressures on a number of our products and services, 
particularly as competitors seek to win market share, and may limit our ability to maintain or increase our 
profitability. Because of its relatively low cost of entry, the Internet has emerged as a significant place of new 
competition, both from existing competitors and new competitors. In addition, product development and life-cycles 
have shortened in many product segments, leading to intense competition with respect to product features. 

We compete for customers’ funds with a variety of investment products offered by financial services 
companies other than insurance companies, such as banks, investment advisors, mutual fund companies and other 
financial institutions. Moreover, customer expectations are evolving as technology advances and consumers become 
accustomed to enjoying tailored, easy to-use-services and products from various industries. This is reshaping and 
raising consumer expectations when dealing with insurance. We are addressing these changing consumer 
expectations by investing in technology with a particular focus on consumer-facing sales and service platforms, by 
internally promoting a strategically-focused innovative culture initiative, and by creating internal forums to drive 
next generation solutions based on consumer insights. However, if we cannot effectively respond to increased 
competition and such increased consumer expectations, we may not be able to grow our business or we may lose 
market share.
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We compete with other insurers for producers primarily on the basis of our financial position, reputation, 
longevity, support services, compensation, product features and pricing. We may be unable to compete for producers 
with insurers that adopt more aggressive pricing or compensation, that offer a broader array of products or packages 
of products, or that have extensive promotional and advertising campaigns. Attracting qualified individuals and 
retaining existing employees continues to be a challenge for employers. Businesses have become extremely 
competitive in the ever-changing landscape of the talent marketplace. As a result, it is an increasing challenge to 
distinguish us as an employer of choice.

Within each of our businesses, we directly compete with a number of well-established players and new 
entrants in the industries, including reinsurance and insurance companies, financial institutions, and traditional and 
alternative asset managers. Our competitors vary by offered product line and covered territory. Our competition 
primarily includes other reinsurance and insurance companies, larger-scale pension plans and asset management 
firms that provide long duration capital. Some of these competitors have greater financial resources, have 
established long term and continuing business relationships throughout their respective industries, have greater 
market share, assume a greater level of risk while maintaining financial strength ratings, or have higher financial 
strength, claims-paying or credit ratings than we do, each of which can be a significant competitive advantage. In 
addition, the lack of strong barriers to entry into the reinsurance business and the entry of alternative capital markets 
products and vehicles provide additional sources of reinsurance and insurance capacity and increased competition.

We compete with new companies that enter the reinsurance and insurance markets, particularly companies 
with new or “disruptive” technologies or business models. Certain technology companies and other third parties 
have created, and may in the future create, technology-enabled business models, processes or platforms that may 
adversely impact our competitive position. New services and technologies can affect the demand for insurance and 
reinsurance products and services, the premiums payable, the profitability of such products and services and the 
risks associated with underwriting certain lines of business. In addition, certain capital markets participants have 
created alternative products that are intended to compete with reinsurance products. Recently, the insurance industry 
has faced increased competition from new underwriting capacity, such as the investment of significant amounts of 
capital by pension funds, mutual funds, hedge funds and other sources of alternative capital primarily into the 
natural catastrophe reinsurance and insurance businesses. The failure of our company to assess new services and 
technologies that may be applicable or disruptive to the reinsurance and insurance industries may have an adverse 
effect on our business, financial condition and results of operations.

The nature of the competition we face may be affected by disruption and deterioration in global financial 
markets and economic downturns, as well as by governmental responses thereto. For example, (i) government 
intervention might result in capital or other support for our competitors, (ii) governments may provide reinsurance 
and insurance capacity in markets and to consumers that we target or (iii) governments may take actions to reduce 
interest rates, impacting the value of and returns on fixed income investments. In addition, since numerous aspects 
of our business are subject to regulation, legislative and other changes affecting the regulatory environment for our 
business may have, over time, the effect of supporting or burdening some aspects of the financial services industry. 
This can affect our competitive position within the annuities industry, and within the broader financial services 
industry.

Because of the highly competitive nature of the insurance industry, there can be no assurance that we will 
maintain or grow our market share, continue to identify attractive opportunities in either our individual or 
institutional channels, or that competitive pressure will not have a material adverse effect on our business, results of 
operations and financial condition.
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Consolidation in the reinsurance and insurance industry could adversely impact us.

Participants in the reinsurance and insurance industry, including our competitors, customers and 
reinsurance and insurance brokers, have been consolidating. There has been a large amount of merger and 
acquisition activity in the reinsurance and insurance sector in recent years which may continue. We may experience 
increased competition as a result of that consolidation, with larger entities having enhanced market power. Increased 
competition could result in fewer submissions, lower premium rates, less favorable policy terms and conditions and 
greater costs of customer acquisition and retention.

Should the market continue to consolidate, competitors may try to use their enhanced market power to 
obtain a larger market share through increased line sizes or through price competition. If competitive pressures 
reduce our prices, this could in turn lead to reduced premiums and a reduction in expected earnings. As the 
insurance industry consolidates, competition for customers will become more intense and the importance of sourcing 
and properly servicing each customer will become greater. We could incur greater expenses relating to customer 
acquisition and retention, further reducing our operating margins. In addition, insurance companies that merge may 
be able to spread their risks across a larger capital base so that they require less reinsurance. The number of 
companies offering reinsurance to competitors may decline. Reinsurance intermediaries could also continue to 
consolidate, potentially adversely impacting our ability to access and write business. We could also experience more 
robust competition from larger, better capitalized competitors. As a result of the consolidation in the industry, we 
may experience rate declines and possibly write less business. Any of the foregoing could adversely affect our 
business, results of operations, growth and prospects.

Our company’s business relies on the use of technology, and as a result, we may be exposed to cybersecurity 
attacks.

Our company’s business places significant reliance on information and other technology. This technology 
includes the computer systems used for information, processing, administrative and commercial operations. The 
information and embedded systems of key business partners and regulatory agencies are also important to our 
company’s operations. Our company’s business relies on this technology functioning as intended. The computer 
systems used by our company’s business may be subject to cybersecurity risks or other breaches of information 
technology security, noting the increasing frequency and severity of these kinds of incidents.

A breach of our company’s data or cybersecurity measures, the failure of any such computerized system or 
of the operating equipment used by our company’s business for a significant time period could have a material 
adverse effect on our company’s business prospects, financial condition, results of operations and cash flow and it 
may not be possible to recover losses suffered from such incidents under our company’s insurance policies. 
Although our company is continuing to develop defenses to such attacks, our company can provide no assurance that 
our company will be successful in preventing or ameliorating damage from such an attack on our company and, as 
the manner in which cyber-attacks are undertaken has become more sophisticated, there is a risk that the occurrence 
of cyber-attack may remain undetected for an extended period.
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Failure to protect the confidentiality of information, including as the result of a cybersecurity attack, could 
adversely affect our reputation and have a material adverse effect on our business, financial condition and 
results of operations.

Many jurisdictions in which we operate have enacted laws to safeguard the privacy and security of personal 
information. Additionally, various government agencies have established rules protecting the privacy and security of 
such information. These laws and rules vary greatly by jurisdiction. As described above, our company’s business 
relies on the use of technology, including to store and safeguard personal information of policyholders. Additionally, 
some of our employees have access to personal information of policyholders. We rely on internal controls to protect 
the confidentiality of this information. It is possible that our data could be the subject of a cybersecurity attack or an 
employee could, intentionally or unintentionally, disclose or misappropriate confidential information. If we fail to 
protect against the risk of a cyber-attack or maintain adequate internal controls, or if our employees fail to comply 
with our policies, misappropriation or intentional or unintentional appropriate disclosure or misuse of personal 
information could occur. Such internal control inadequacies or non-compliance could materially damage our 
reputation or lead to civil, regulatory or criminal penalties, which, in turn, could have a material adverse effect on 
our business, financial condition and results of operations. In addition, we may analyze customer data to better 
manage our business.

Compliance with laws and regulations governing the processing of personal data and information may impede 
our services or result in increased costs. The failure to comply with such data privacy laws and regulations could 
result in material fines or penalties imposed by data protection or financial services conduct regulators and/or 
awards of civil damages and any data breach may have a material adverse effect on our reputation, results of 
operations or financial condition, or have other adverse consequences.

Our business relies on the processing of data in many jurisdictions and the movement of data across 
national borders. The collection, storage, handling, disclosure, use, transfer and security of personal information that 
occurs in connection with our business is subject to federal, state and foreign data privacy laws. These legal 
requirements are not uniform and continue to evolve, and regulatory scrutiny in this area is increasing around the 
world. In many cases, these laws apply not only to third party transactions, but also to transfers of information 
among us and our subsidiaries. Privacy and data protection laws may be interpreted and applied differently from 
country to country and may create inconsistent or conflicting requirements.

The General Data Protection Regulation (the “GDPR”) came into force throughout the European Union in 
May 2018 and has extra-territorial effect. It requires all companies processing data of European Union citizens to 
comply with the GDPR, regardless of the company’s location. It also imposes obligations on European Union 
companies processing data of non-European Union citizens. The GDPR imposes new requirements regarding the 
processing of personal data and confers new rights on data subjects including the “right to be forgotten” and the 
right to “portability” of personal data. The GDPR imposes significant punishments for non-compliance which could 
result in a penalty of up to 4% of a company’s global annual revenue.

Compliance with the enhanced obligations imposed by the GDPR requires investment in appropriate 
technical or organizational measures to safeguard the rights and freedoms of data subjects, may result in significant 
costs to our business and may require us from time to time to further amend certain of our business practices. 
Enforcement actions, investigations and the imposition of substantial fines and penalties by regulatory authorities as 
a result of data security incidents and privacy violations increased dramatically during 2018. The enactment of more 
restrictive laws, rules, regulations, or future enforcement actions or investigations could impact us through increased 
costs or restrictions on our business, and noncompliance could result in regulatory penalties, significant legal 
liability, and reputational damage and cause us to lose business.
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In addition, unauthorized disclosure or transfer of sensitive or confidential client or company data, whether 
through systems failure, employee negligence, fraud or misappropriation, by us or other parties with whom we do 
business, could subject us to significant litigation, monetary damages, regulatory enforcement actions, fines and 
criminal prosecution in one or more jurisdictions. Such events could also result in negative publicity and damage to 
our reputation and cause us to lose business, which could therefore have a material adverse effect on our results of 
operations.

We intend to incur indebtedness which may result in our company or our operating subsidiaries being subject to 
certain covenants that restrict our ability to engage in certain types of activities or to make distributions to our 
shareholders.

Many of our operating subsidiaries have entered or will enter into credit facilities or have incurred or may 
incur other forms of debt, including the Brookfield Credit Agreement and other third party credit facilities. The 
Brookfield Credit Agreement provides that the lender is entitled to consent to any decision made by our board to 
approve any action by our company, that constitutes, or could reasonably be expected to constitute, a material 
change in the nature of our company’s business, including any material change in the leverage profile of our 
company or any action that results, or could reasonably be expected to result, in a downgrade to any credit rating 
held by our company or any of its subsidiaries, as applicable.

Our company’s credit facilities also contain other covenants applicable to the relevant borrower and events 
of default. Covenants can relate to matters including limitations on financial indebtedness, distributions, 
acquisitions, or minimum amounts for net worth. If an event of default occurs, or minimum covenant requirements 
are not satisfied, this can result in a requirement to immediately repay any drawn amounts or the imposition of other 
restrictions including a prohibition on the payment of distributions to our shareholders.

All of our company’s operating subsidiaries are subject to general economic and political conditions and risks 
relating to the markets in which our company operates.

The industries in which our company operates are impacted by political and economic conditions, and in 
particular, adverse events in financial markets, which may have a profound effect on global or local economies. 
Some key impacts of general financial market turmoil include contraction in credit markets resulting in a widening 
of credit spreads, devaluations and enhanced volatility in global equity, commodity and foreign exchange markets 
and a general lack of market liquidity. A slowdown in the financial markets or other key measures of the global 
economy or the local economies of the regions in which our company operates, including, but not limited to, 
employment rates, business conditions, inflation, lack of available credit, the state of the financial markets, interest 
rates and tax rates may adversely affect our company’s growth and profitability.

The demand for services provided by our company’s operating subsidiaries are, in part, dependent upon 
and correlated to general economic conditions and economic growth of the regions in which our operating 
subsidiaries conduct business. Poor economic conditions or lower economic growth in a region or regions may, 
either directly or indirectly, reduce demand for the services provided by our company.

In addition, our company may be affected by political uncertainties in North America and Europe, which 
may have global repercussions, including in markets where our company currently operates or intends to expand 
into the future.
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All of our company’s operating subsidiaries are subject to changes in government policy and legislation.

Our company’s financial condition and results of operations could also be affected by changes in economic 
or other government policies or other political or economic developments in each country or region, as well as 
regulatory changes or administrative practices over which our company has no control such as: the regulatory 
environment related to our company’s business operations, concession agreements and periodic regulatory resets; 
interest rates; benchmark interest rate reforms, including the discontinuance of LIBOR and CDOR; currency 
fluctuations; exchange controls and restrictions; inflation; tariffs; liquidity of domestic financial and capital markets; 
policies relating to tax; and other political, social, economic, and environmental developments that may occur in or 
affect the countries in which our company’s operating subsidiaries are located or conduct business or the countries 
in which the customers of our company’s operating subsidiaries are located or conduct business or both. We have 
completed the transition of our debt exposures to LIBOR rates that decommissioned on December 31, 2021 and are 
in the process of completing our transition of investment securities to alternative reference rates of LIBOR and 
CDOR for LIBOR/CDOR benchmarked securities. Changes from LIBOR and CDOR to alternative reference rates 
that may have different characteristics compared to LIBOR and CDOR may adversely affect the valuation of our 
existing interest-rate linked and derivative securities we hold, the effectiveness of those derivatives in mitigating our 
risks, or other assets, liabilities and other contractual rights, and obligations whose value is tied to LIBOR and 
CDOR or to a LIBOR/CDOR alternative. For a description of insurance regulations, see Item 3.D “Risk Factors — 
Risks Relating to Regulation — Our insurance business is highly regulated, and such regulation and any supervisory 
and enforcement policies, or changes thereto, may materially impact our capitalization or cash flows, reduce our 
profitability and limit our growth”.

In addition, operating costs can be influenced by a wide range of factors, including the need to comply with 
the directives of central and local government authorities. It is difficult to predict government policies and what form 
of laws and regulations will be adopted or how they will be construed by the relevant courts, or the extent to which 
any changes may adversely affect our company. Any reforms to benchmark interest rates, such as the discontinuance 
of LIBOR and CDOR, could create significant risks and challenges for our company and our operating subsidiaries. 
The discontinuance of, or changes to, benchmark interest rates require adjustments to agreements to which our 
company and other market participants are parties, as well as to related systems and processes.

We may require additional capital in the future, which may not be available or may only be available on 
unfavorable terms, including as a result of increasing barriers to free trade and the free flow of capital and 
fluctuations in the financial markets.

Our future capital requirements depend on many factors, including regulatory requirements, the nature of 
any future business we underwrite and the requirement to hold appropriate capital against the liabilities we assume 
thereunder, the amount of which is determined based on a variety of risks inherent in our transactions including, 
credit risk, interest rate risk, insurance risk and operational risk, among others. We may need to raise additional 
funds through financings or curtail our growth and reduce our assets. Any equity or debt financing, if available at all, 
may be on unfavorable terms. Any disruption in the financial markets may limit our ability to access capital required 
to operate our business, and we may be forced to delay raising capital or bear a higher cost of capital, which could 
decrease our profitability and significantly reduce our financial flexibility. For instance, prolonged and severe 
disruptions in the overall public and private debt and equity markets, such as occurred during 2008, and are 
occurring in connection with COVID-19 could result in significant realized and unrealized losses. Public and private 
debt and equity markets may experience disruption in individual market sectors, such as has occurred in the energy 
sector. If we cannot obtain adequate capital on favorable terms or at all, our business, results of operations and 
financial condition could be adversely affected.

In addition, recent political initiatives to restrict free trade and close markets, such as Brexit and the 
renegotiation and/or potential termination of existing bilateral and multilateral trade arrangements, could adversely 
affect the reinsurance and insurance industry and our business. The reinsurance and insurance industries are 
disproportionately impacted by restraints on the free flow of capital and risk because the value they provide depends 
on the ability to globally diversify risk.
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Given ongoing global economic uncertainties, evolving market conditions may affect our results of 
operations, financial position and capital resources. In the event that there is deterioration or volatility in financial 
markets or general economic conditions, our results of operations, financial position, capital resources and 
competitive landscape could be materially and adversely affected.

Our company may suffer a significant loss resulting from fraud, bribery, corruption, other illegal acts, 
inadequate or failed internal processes or systems, or from external events.

Our company may suffer a significant loss resulting from fraud, bribery, corruption, other illegal acts by 
our company’s employees or those of companies providing services to our company, including Brookfield, 
inadequate or failed internal processes or systems, or from external events, such as security threats affecting our 
ability to operate. Both Brookfield and our company operate in different markets and rely on our company’s 
employees to follow our company’s policies and processes as well as applicable laws in their activities. Risk of 
illegal acts or failed systems is managed through our company’s infrastructure, controls, systems and people, 
complemented by a focus on enterprise-wide management of specific operational risks such as fraud, bribery and 
corruption, as well as personnel and systems risks. Specific programs, policies, standards and methodologies have 
been developed to support the management of these risks. However, these cannot guarantee that such conduct does 
not occur and if it does, it can result in direct or indirect financial loss, reputational impact or regulatory 
consequences.

Public health crises, illness, epidemics or pandemics and their related effects may adversely affect our business, 
operating results and financial condition.

Our business could be exposed to effects of pandemics/epidemics such as COVID-19 (including the 
emergence and progression of new variants), which could materially adversely impact our operations. A local, 
regional, national or international outbreak of a contagious disease, such as COVID-19, which spread across the 
globe at a rapid pace impacting global commercial activity and travel, or future public health crises, epidemics or 
pandemics, could materially and adversely affect our results of operations and financial condition due to disruptions 
to commerce, reduced economic activity and other unforeseen consequences that are beyond our control.

The ongoing prevalence of COVID-19, the emergence and progression of new variants and the actions 
taken in response to COVID-19 by government authorities across various geographies in which we and our 
businesses operate have interrupted business activities and supply chains, disrupted travel, contributed to significant 
volatility in the financial markets, impacted social conditions and adversely affected local, regional, national and 
international economic conditions as well as the labor market. There can be no assurance that strategies that we 
employ to address potential disruptions in operations will mitigate the adverse impacts of any of these factors.

The longer-term economic impacts of COVID-19 will depend on future developments, which are highly 
uncertain, constantly evolving and difficult to predict. These developments may include the risk of new and 
potentially more severe variant strains of COVID-19; additional actions that may be taken to contain COVID-19, 
such as reimposing previously lifted measures or putting in place additional restrictions; and the pace, availability, 
distribution, acceptance and effectiveness of vaccines. Such developments, depending on their nature, duration and 
intensity, could have a material adverse effect on our business, financial position, results of operations or cash flows.

Our company’s business is at risk of becoming involved in disputes and possible litigation.

Our company’s business is at risk of becoming involved in disputes and possible litigation, the extent of 
which cannot be ascertained. Any material or costly dispute or litigation could adversely affect the current value or 
future financial performance of our company. In addition, as a result of the actions of the operating subsidiaries, our 
company could be subject to various legal proceedings. The final outcome of any proceeding could have a negative 
impact on the business, financial condition or results of operations of our company during a given quarter or 
financial year.
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Our company may be subject to negative publicity in the reinsurance and insurance industry.

From time to time, the participants in the insurance industry have been subject to investigations, litigation 
and regulatory scrutiny by various insurance, governmental and enforcement authorities concerning certain industry 
practices. In particular, financial services companies have been the subject of broad industry inquiries by state 
regulators and attorneys general that do not appear to be company-specific, such as those concerning business 
practices upon notification of death. We may receive inquiries and informational requests from insurance regulators 
and other government agencies in the jurisdictions in which our company operates. In addition, consumer advocacy 
groups or the media may also focus attention on certain insurance industry practices. We cannot predict the effect 
that investigations, litigation or regulatory activity or negative publicity from consumers or the media will have on 
the reinsurance and insurance industry or our company. However, press coverage and other public statements that 
assert some form of wrongdoing, regardless of the factual basis for the assertions being made, could result in inquiry 
or investigation by regulators, legislators and/or law enforcement officials or in lawsuits. The involvement of our 
company in any investigations or litigation would cause our company to incur legal costs and can divert the time and 
effort of senior management, and if our company was found to have violated any laws, we could be required to pay 
fines and damages, potentially in material amounts. Our company could also be adversely affected by negative 
publicity and the implementation of any new industry-wide regulations that may result from such publicly, which 
could increase the regulatory burdens under which our company operates. Adverse publicity can also have a 
negative effect on our reputation, the morale and performance of employees, and on business retention, which could 
adversely affect our results of operations.

Risks Relating to the Acquisition of Argo Group by our Company

Failure to complete the acquisition of Argo Group could negatively impact the future business and financial 
results of our Company. 

The completion of the Argo Group Acquisition is subject to a number of conditions, including, among other 
things, the approval of Argo Group shareholders and having obtained certain regulatory approvals or non-
disapprovals with respect to relevant insurance regulators. Although we expect that the Argo Group Acquisition will 
close in the second half of 2023, there is no guarantee that the Argo Group Acquisition will close on such timeline, 
or at all. If the acquisition of Argo Group is not completed, the ongoing businesses of our company may be 
adversely affected and our company will be subject to several risks, including (i) having to pay certain costs relating 
to the proposed Argo Group Acquisition, such as legal, accounting, financial advisor, filing, printing and mailing 
fees; and (i) the focus of management teams on the Argo Group Acquisition instead of on pursuing other 
opportunities that could be beneficial; in each case, without realizing any of the benefits of having the acquisition of 
Argo Group completed. In addition, if the acquisition of Argo Group is not completed, our company may experience 
negative reactions from the financial markets and from regulators, rating agencies, prospective customers and 
counterparties and other insurance industry participants. If the Argo Group Acquisition is not completed, these risks 
may still materialize and may adversely affect the business, financial results and stock prices of our company.

Following the Argo Group Acquisition, we may not realize the anticipated benefits of the acquisition of Argo 
Group.

Even if we are successful in closing the Argo Group Acquisition, we may fail to realize some or all of the 
anticipated benefits of the Argo Group Acquisition including as a result of potential unknown liabilities and 
expenses within the business that were not identified by us during due diligence, or because of changes in our 
business or the business or industry of Argo Group since the time we entered into our agreement to acquire Argo 
Group. Furthermore, following the Argo Group Acquisition, the size and complexity of our business will increase 
significantly, and we may be exposed to additional risk factors that we are not exposed to through our existing 
business, including risks relating to Argo Group’s direct insurance business. Our future success depends, in part, 
upon our ability to manage our expanded business, and mitigate such risk factors, which may pose substantial 
challenges for management, including challenges related to the management and monitoring of new operations and 
associated increased costs and complexity.
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Risks Relating to Our Investments

We could suffer losses if our investment strategy is unsuccessful.

The success of our investment strategy is central to the success of our business, and there can be no 
guarantee that we will be able to achieve any particular return for our investment portfolio in the future. In 
particular, we structure our investments to take into account and appropriately match our anticipated liabilities under 
our reinsurance contracts. We have entered into the Investment Management Agreements with Brookfield and, while 
we will establish the terms of the mandates and establish investment guidelines, Brookfield will generally have 
discretion over how investments are made and will manage our investments covered by those agreements. Our 
reliance on Brookfield as an investment manager, including under the Investment Management Agreements, is 
expected to result in us, among other things, investing in or alongside vehicles, consortiums and/or partnerships 
(including private funds, joint ventures and similar arrangements, which we refer to collectively as Brookfield 
Accounts) managed by Brookfield and/or related parties, as well as in securities and loans issued by portfolio 
companies and assets of Brookfield Accounts. In addition, under the Support Agreement our company has agreed 
that, for so long as the Support Agreement is in place, subject to applicable regulatory approval and to approval by 
their respective board of directors, our operating businesses are expected to, from time to time, appoint Brookfield as 
investment manager and will not appoint any other person to provide any investment management services without 
the prior consent of Brookfield. If our investments underperform or if they are not adequately structured to match 
our liabilities, we may be forced to liquidate investments prior to maturity at a significant loss or we may be forced 
to reinvest cash flows from our investments at a potentially lower yield than anticipated. Additionally, a portion of 
our investment portfolio is considered less liquid and may be more difficult to value. As a result, we may fail to 
properly value, and may not be able to realize our full carrying value in, such instruments.

The success of any investment activity is affected by general economic conditions. General economic 
conditions may materially and adversely affect the markets for corporate debt securities and structured securities 
such as commercial mortgage-backed or other asset backed securities. Unexpected volatility or illiquidity in the 
markets in which we directly or indirectly hold positions could materially and adversely affect us.

Before making investments, Brookfield will undertake a due diligence process. However, the due diligence 
investigation may not reveal or highlight all relevant facts that may be necessary or helpful in evaluating the 
investment opportunity, and, as a result, our results of operations, financial condition and cash flows may be 
materially and adversely affected.

Changes in interest rates and credit spreads, which are out of our control, can materially and adversely affect our 
financial condition and results of operations.

Interest rates have a significant impact on our business and on consumer demand for our products. 
Substantial and sustained increases or decreases in market interest rates could materially and adversely affect our 
business, financial condition, results of operations, liquidity and cash flows. Over the first few quarters of 2022, 
inflation continued to elevate, prompting increases in interest rates by central banks and a widening of credit spreads 
reflecting ongoing recession concerns. Over the course of 2022, many governmental authorities and central banks 
responded to inflationary pressure, generally through more restrictive monetary policy, such as increasing target 
interest rates.

Rapidly rising interest rates could result in reduced persistency of our spread-based products if contract 
holders shift assets into higher yielding investments. Increasing rates on other insurance or investment products 
offered by competitors may also lead to higher surrenders by customers within certain segments of our U.S. direct 
insurance business. We may react to market conditions by increasing crediting rates, which narrows our “spread,” or 
the difference between the amounts we earn on investments and the amount we must pay under our contracts. In 
addition, an increase in market interest rates could reduce the value of certain of our investments held as collateral 
under reinsurance agreements and require us to provide additional collateral, thereby reducing our available capital 
and potentially creating a need for additional capital which may not be available to us on favorable terms, or at all.
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During periods of prolonged low interest rates, investment earnings may be lower because the interest 
earned on fixed income investments will likely have declined with the market interest rates, which in turn may 
impact the performance of our business. Although during such periods we may seek to mitigate the impact of low 
interest rates through actions such as reducing the guaranteed minimum crediting rates on new fixed annuity 
contracts and reducing crediting rates on in-force contracts, where permitted to do so, there is no guarantee that such 
actions may completely offset the impact of a low interest rate, and our sales volume may be negatively impacted as 
a result. Our ability to decrease product crediting rates in response may be limited by market and competitive 
conditions and by regulatory or contractual minimum rate guarantees. In a low interest rate environment, we may 
also be forced to reinvest proceeds from investments that have matured or have been prepaid or sold at lower yields, 
which will reduce our “net investment spread” or the difference between the amounts that we are required to pay 
under the contracts in our general account and the rate of return we earn on general account investments intended to 
support the obligations under such contracts. A decline in market interest rates or credit spreads could have an 
adverse effect on our investment income as we invest cash in new investments that may earn less than the portfolio’s 
average yield. Furthermore, a low-interest rate environment with reduced investment market returns could 
encourage alternative capital providers to enter the insurance market in order to achieve higher returns. This could 
have the effect of increasing the level of competition in the insurance market and applying pressure on premiums, 
which could affect the gross written premium that we are able to generate.

A gradual increase in longer-term interest rates relative to short-term rates generally will have a favorable 
effect on the profitability of products within our U.S. direct insurance business – particularly interest-sensitive life 
insurance and fixed annuities.

While we maintain a diversified investment portfolio comprised of assets with various maturities to support 
product liabilities and ensure liquidity and use asset liability management processes to mitigate the effect on our 
spreads of changes in interest rates, they may not be fully effective. 

The interest rate environment affects estimated future profit projections, which could impact the 
amortization of our deferred policy acquisition costs ("DAC") assets and the estimates of policyholder liabilities 
within our U.S. domestic insurance business. Significantly lower future estimated profits may cause us to accelerate 
the amortization of DAC or require us to establish additional policyholder liabilities, thereby reducing earnings. We 
periodically review assumptions with respect to future earnings to ensure they remain appropriate considering the 
current interest rate environment.

Fluctuations in credit spreads can also contribute to the industry’s cyclicality and may materially and 
adversely affect our investment performance including investment income or cause realized and unrealized losses. 
We are subject to risks associated with potential declines in credit quality related to specific issuers or specific 
industries and a general weakening in the economy, which are typically reflected through credit spreads. Our 
exposure to credit spreads primarily relates to market price volatility and investment risk associated with the 
fluctuation in credit spreads. Credit spreads increase or decrease in response to the market’s perception of risk and 
liquidity of a specific issuer or specific sector and are influenced by the credit ratings, and the reliability of those 
ratings, published by external rating agencies. Widening credit spreads may cause unrealized losses in our 
investment portfolio and increase losses associated with written credit protection derivatives used in replication 
transactions. Increases in credit spreads of issuers due to credit deterioration may result in higher levels of 
impairments. Tightening credit spreads may reduce our investment income and cause an increase in the reported 
value of certain liabilities that are valued using a discount rate that reflects our own credit spread.
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One key factor that contributes to the cyclicality in insurers’ underwriting results are interest rate 
movements. In a high-interest rate environment, increased investment returns may reduce insurers’ required 
contribution from underwriting performance to achieve an attractive overall return. This may result in a less-
disciplined approach to underwriting in the market generally as some underwriters could be inclined to offer lower 
premium rates to generate more business. An increase in market interest rates or credit spreads could also have an 
adverse effect on the value of our investment portfolio by decreasing the fair values of the fixed income securities in 
our investment portfolio. Further, an increase in market interest rates could reduce the value of certain of our 
alternative investments held as collateral under reinsurance agreements and require us to provide additional 
collateral, thereby reducing our available capital and potentially creating a need for additional capital which may not 
be available to us on favorable terms, or at all.

Interest rate fluctuations and other events may require us to accelerate the amortization of DAC.

When interest rates rise, life and annuity surrenders and withdrawals may increase as policyholders seek to 
buy products with higher or perceived higher returns, impacting estimates of future profits. When interest rates fall, 
we would have the opposite effect. Significantly lower future profits may cause us to accelerate DAC amortization, 
and such acceleration could adversely affect our results of operations to the extent such amortization exceeds any 
surrender or other charges earned as income upon surrender and withdrawal.

Inflation may adversely reduce the profitability of our businesses and results of operations.

Continued rising inflation could adversely impact returns on our investment portfolio and results of 
operations. The effects of inflation can increase expense risk, resulting in increased costs in servicing and 
maintaining insurance, savings or reinsurance contracts, including direct expenses and allocations of overhead costs. 
Failure to accurately factor in higher inflation in our pricing assumptions may result in mispricing of our businesses’ 
products, which could materially and adversely impact our results of operations. In addition, inflation can also 
impact our investment portfolio rate of return and corresponding investment income.

Our valuation of securities and investments, as well as the determination of the amount of allowances and 
impairments taken on our investments are subjective and, if changed, could materially and adversely affect our 
results of operations or financial condition.

Valuations of the investments, including any property received in exchange for any investments, that are 
calculated will be done in good faith in accordance with guidelines prepared in accordance with IFRS or U.S. 
GAAP. Valuations are subject to determinations, judgments, projections and opinions, and third parties or investors 
may disagree with such valuations. Accordingly, the carrying value of an investment will not necessarily reflect the 
price at which the investment could be sold in the market, and the difference between carrying value and the 
ultimate sales price could be material. Brookfield generally will not, unless otherwise required to pursuant to 
applicable law and/or regulation, seek an independent view, opinion, support and/or appraisal for such valuation 
determinations, including in situations where Brookfield has different economic interests in our company.

During periods of market disruption, including periods of significantly rising or high interest rates, rapidly 
widening credit spreads or illiquidity, it may be difficult to value certain of our securities, including fixed maturity 
and equity securities as well as short-term investments that are reported at estimated fair value, if trading becomes 
less frequent and/or market data becomes less observable. In addition, in times of financial market disruption, the 
valuation process for certain asset classes that were in active markets with observable valuations may include inputs 
that are less observable and require more subjectivity and management judgment. Valuations may result in estimated 
fair values which vary significantly from the amount at which the investments may ultimately be sold. Further, 
rapidly changing and unprecedented credit and equity market conditions could materially impact the valuation of 
securities as reported within our consolidated financial statements and the period to period changes in estimated fair 
value could vary significantly. Decreases in the estimated fair value of securities we hold may have a material 
adverse effect on our financial condition.
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The determination of the amount of allowances and impairments varies by investment-type and is based 
upon our periodic evaluation and assessment of known and inherent risks associated with the respective asset class. 
However, historical trends may not be indicative of future impairments or allowances and any such future 
impairments or allowances could have a materially adverse effect on our earnings and financial position.

We have a risk management framework in place to identify, assess and prioritize risks, including the market 
and credit risks to which our investments are subject. As part of that framework, we test our investment portfolio 
based on various market scenarios. Under certain stressed market scenarios, unrealized losses on our investment 
portfolio could lead to material reductions in its carrying value. Under some extreme scenarios, total shareholders’ 
equity could be negative for the period of time prior to any potential market recovery.

Our investment portfolio may be subject to concentration risk.

Concentration risk arises from exposure to significant asset defaults of a single issuer, industry or class of 
securities, based on economic conditions, geography or as a result of adverse regulatory or court decisions. When an 
investor’s assets are concentrated and that particular asset or class of assets experiences significant defaults, the 
default of such assets could threaten the investor’s financial condition, results of operations and cash flows.

A number of our company’s assets are illiquid, and our company may be required to dispose of such assets if 
there is significant amount of unanticipated policyholder withdrawal or lapse activity or to meet our reinsurance 
or other obligations.

Our company strives to maintain a sufficient level of liquidity to support the risk of withdrawal or lapse 
activity under reinsurance treaties. However, in order to provide necessary long-term returns and achieve our 
strategic goals, a portion of our assets are relatively illiquid. Many of our investments are in securities that are not 
publicly trade or that otherwise lack liquidity, such as our privately placed fixed maturity securities, below 
investment grade securities, investments in mortgage loans and alternative investments. In addition, our liquid assets 
may experience reduced liquidity during periods of market volatility or disruption.

If there is a significant amount of unanticipated policyholder withdrawal or lapse activity, our company 
may be required to dispose of such illiquid assets on unfavorable terms. For example, reinsurance agreements may 
provide for recapture rights on the part of the ceding company and may require that we hold or provide collateral to 
support performance of our reinsurance commitments. We may be forced to sell investments as a result of a lapse or 
surrender of all or some of the policies underlying reinsurance treaties or as a result of the need to hold additional 
collateral that meets the associated investment guidelines. If we were forced to sell certain of our assets, there can be 
no assurance that we would be able to sell them for the values at which such assets are recorded and we might be 
forced to sell them at significantly lower prices. In addition, in many cases we may be prohibited by contract or 
applicable securities laws from selling such securities for a period of time. When we hold a security or position, it is 
vulnerable to price and value fluctuations and may experience losses if we are unable to timely sell, hedge or 
transfer the position. Thus, it may be impossible or costly for us to liquidate positions rapidly in order to meet 
unexpected withdrawal or recapture obligations. If we are unable to liquidate assets to offset withdrawal or lapse 
activity, it could have an adverse effect on our financial position and results of operations, as well as our financial 
ratios, which could affect compliance with our credit instruments and rating agency capital adequacy measures.

Our investments are subject to credit risk, market risk, servicing risk, loss from catastrophic events and other 
risks, which could diminish the value that we obtain from such investments.

Our investments are impacted by various economic conditions and events outside of our control that are 
difficult to quantify or predict, which may have a significant impact on the valuation of our investments and, 
therefore, on the investment income we realize and our results of operations and financial condition.
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Our investments are subject to risks of changes in market values and credit defaults. Periods of 
macroeconomic weakness or recession, volatility or disruption in the financial and credit markets could increase 
these risks and could potentially result in impairment of assets in our investment portfolio. In addition, the impact of 
political developments or tension, including any resulting sanctions, trade barriers or other restrictive actions that 
may be imposed by countries against governmental or other entities in other countries, also could lead to disruption, 
instability and volatility in the global markets, which may have an impact on our investments across negatively 
impacted sectors or geographies.

We are also subject to the risk that cash flows generated from the collateral underlying the structured 
products we own may differ from our expectations in timing or amount. In addition, many of our classes of 
investments, but in particular our alternative investments, may produce investment income that fluctuates 
significantly from period to period. Any event reducing the estimated fair value of these securities, other than on a 
temporary basis, could have a material and adverse effect on our business, results of operations, financial condition, 
liquidity and cash flows.

Certain of our investments are linked to real estate, including fixed maturity and equity securities such as 
commercial mortgage-backed securities (CMBS) and commercial mortgage loans (CML). Defaults by third parties 
in the payment or performance of their obligations underlying these assets could reduce our investment income and 
realized investment gains or result in the recognition of investment losses. In addition, changes in laws and other 
regulatory developments relating to the mortgage loans may impact the investments of our portfolio linked to real 
estate in the future. Additionally, cash flow variability arising from an unexpected acceleration in the rate of 
mortgage prepayments can be significant, and could cause a decline in the estimated fair value of certain “interest 
only” securities.

Control over the underlying assets in all of our real estate-related investments is exercised through servicers 
that we do not control. If a servicer is not vigilant in seeing that borrowers make their required periodic payments, 
borrowers may be less likely to make these payments, resulting in a higher frequency of delinquency and default. If 
a servicer takes longer to liquidate nonperforming mortgages, our losses related to those loans may be higher than 
we expected.

Our investments in assets linked to real estate are also subject to loss in the event of catastrophic events, 
such as earthquakes, hurricanes, floods, tornadoes and fires. Climate change has exacerbated these risks and is likely 
to further increase both the likelihood of occurrence and the magnitude of impact in future periods. While loss 
experience in the event of a catastrophic event is contingent upon many factors, including the insured status of the 
underlying property and the seniority of our investment, in the case of structured securities, a catastrophic event 
impacting one or more of the regions of our real estate investments may cause some portion of the invested in assets 
linked to real estate to become impaired, which may have a material adverse impact on our financial condition and 
results of operations.

In addition to the credit and market risk that we face in relation to all of our real estate-related investments, 
certain of these investments may expose us to various environmental, regulatory or other risks. We are currently 
unable to predict the impact of such regulation on our business. Any adverse environmental claim or regulatory 
action against us resulting from our investments in real estate-related investments could adversely impact our 
reputation, business, financial condition and results of operations.
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Our investment portfolio may include investments in securities of issuers based outside the U.S., including 
emerging markets, which may be riskier than securities of U.S. issuers.

We may invest in securities of issuers organized or based outside the U.S. that may involve heightened 
risks in comparison to the risks of investing in U.S. securities, including unfavorable changes in currency rates and 
exchange control regulations, reduced and less reliable information about issuers and markets, less stringent 
accounting standards, illiquidity of securities and markets, higher brokerage commissions, transfer taxes and custody 
fees, local economic or political instability and greater market risk in general. In particular, investing in securities of 
issuers located in emerging market countries involves additional risks, such as exposure to economic structures that 
are generally less diverse and mature than, and to political systems that can be expected to have less stability than, 
those of developed countries; national policies that restrict investment by foreigners in certain issuers or industries of 
that country; the absence of legal structures governing foreign investment and private property; an increased risk of 
foreclosure on collateral located in such countries; a lack of liquidity due to the small size of markets for securities 
of issuers located in emerging markets; and price volatility.

Risks Relating to Regulation

Our insurance business is highly regulated, and such regulation and any supervisory and enforcement policies, 
or changes thereto, may materially impact our capitalization or cash flows, reduce our profitability and limit our 
growth.

We are subject to extensive insurance laws and regulations that affect nearly every aspect of our business. 
We are also subject to additional laws and regulations administered and enforced by a number of different 
governmental authorities in the jurisdictions in which we operate. See Item 4.B “Business Overview – Regulatory 
Framework”.

The laws and regulations applicable to us are complex and subject to change, and compliance is time 
consuming and personnel intensive. Changes in these laws and regulations, or interpretations by courts or regulators, 
may materially increase our costs of doing business and may result in changes to our practices that may limit our 
ability to grow and improve our profitability. Regulatory developments or actions against us could have material 
adverse financial effects and could harm our reputation. Among other things, we could be fined, prohibited from 
engaging in some or all of our business activities, or made subject to limitations or conditions on our business 
activities.

We face the risk that any particular regulator’s or enforcement authority’s interpretation of a legal issue 
may conflict with that of another regulator or enforcement authority or may change over time to our detriment. 
Regulatory investigations and examinations, which can be broad and unpredictable, may raise issues not identified 
previously and could result in new legal actions against us and industry-wide regulations that could adversely affect 
us. Further, we are experiencing increasing information requests from regulators without corresponding direct 
regulation being applicable to us, on issues such as climate change, diversity and our investments in certain 
companies or industries. Responding to such requests adds to our compliance costs.

Insurance company supervision and regulation is generally intended for the benefit of policyholders and 
creditors rather than shareholders or other investors of the business. Among other things, the insurance laws and 
regulations applicable to us may:

• impose rules and restrictions on the marketing, distribution, administration and amendment of our 
annuity products and insurance policies;

• require the maintenance of certain solvency levels, including minimum levels of capital and surplus;

• require the maintenance of target capital levels, general and long-term business minimum solvency 
margins, enhanced capital requirements and a minimum liquidity ratio;
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• require periodic examinations of our financial condition;

• require offices and representatives in the relevant jurisdiction;

• restrict agreements with large revenue-producing agents;

• require us to obtain licenses or authorizations from regulators;

• regulate transactions, including investments in or transactions with affiliates or related parties and 
intra-group guarantees;

• in certain jurisdictions, restrict the payment of dividends or other distributions of capital;

• require the disclosure of financial and other information to regulators, including financial statements, 
financial conditions reports, and annual capital and solvency returns;

• impose restrictions on the nature, quality and concentration of investments;

• regulate the admissibility of assets and capital;

• provide for involvement in the payment or adjudication of claims beyond the terms of the policies;

• establish certain minimum operational requirements or customer service standards such as the 
timeliness of finalized policy language or lead time for notice of non-renewal or changes in terms and 
conditions; and

• allow for the performance of certain periodic examinations of its financial condition. 

The impact of these regulations, including, in particular the restrictions on investments in affiliates or 
related parties, may have an adverse effect on our investment portfolio returns. As part of regular, mandated risk 
assessments, regulators may take steps that have the effect of restricting our business activities, which may in turn 
have a material impact on our ability to achieve growth objectives and earnings targets. All of our insurance 
subsidiaries are subject to minimum capital and surplus requirements. Any failure to meet applicable requirements 
or minimum statutory capital requirements could subject us to examination or corrective action by regulators, 
including limitations on our writing additional business or engaging in finance activities, supervision, receivership, 
or liquidation. In addition, each regulated insurance business we operate is subject to a number of restrictions on 
assets we may hold under relevant regulations and tax rules, and regulators may, as has happened in the past, alter 
such restrictions, thus potentially affecting our investment policy and any associated projected income or growth 
return from our investments. In addition, based on our perceived risk profile, regulators may require additional 
regulatory capital to be held by us (including as part of guidance provided by the regulator to us on a confidential 
basis), which, among other things, may affect the business we can write and the amount of dividends we are able to 
pay out.

As a result, in connection with the conduct of our various businesses, we believe it is crucial to establish 
and maintain good working relationships with the various regulatory authorities having jurisdiction over our 
businesses. If those relationships and that reputation were to deteriorate, our businesses could be materially and 
adversely affected. For example, we require various consents and approvals from our regulators, both with respect to 
transactions we enter into and in the ordinary course of the conduct of our businesses. If we fail to maintain good 
working relationships with our regulators, it may become more difficult or impossible for us to obtain those consents 
and approvals, either on a timely basis or at all.
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The reinsurance and insurance industries have experienced substantial volatility as a result of 
investigations, litigation and regulatory activity by various insurance, governmental and enforcement authorities, 
concerning various practices within the reinsurance and insurance industry. If we or any of our subsidiaries were to 
be found to be in breach of any existing or new laws or regulations now or in the future, we would be exposed to the 
risk of intervention by regulatory authorities, including investigation and surveillance, and judicial or administrative 
proceedings. In addition, our reputation could suffer and we could be fined, sanctioned or suspended or prohibited 
from engaging in some or all of our business activities or could be sued by counterparties, as well as forced to 
devote significant resources to cooperate with regulatory investigations, any of which could have a material adverse 
effect on our results of operations. These events, if they occur, could affect the competitive market and the way we 
conduct our business and manage our capital and could result in lower revenues and higher costs.

Lastly, international standards continue to emerge in response to the globalization of the insurance industry 
and evolving standards of regulation, privacy, solvency measurement and risk management. Any international 
conventions or mandates that directly or indirectly impact or influence the nature of regulation or industry operations 
in the jurisdictions in which we operate could negatively affect us.

Change of control approvals required by insurance laws and regulations in certain of the jurisdictions in which 
we operate could discourage or inhibit takeovers, potential acquisition proposals, business combinations or other 
change of control transactions.

Under U.S. state insurance laws and regulations, no person, corporation or other entity may, directly or 
indirectly, acquire control of an insurance company, or a controlling interest in any person, corporation or other 
entity that has a controlling interest in an insurance company, without the prior approval of such insurance 
company’s domiciliary state insurance regulator. Under most U.S. state insurance laws, the acquisition of, directly or 
indirectly, 10% or more of the voting securities of an insurance company or any company that owns or controls 10% 
or more of the voting securities of an insurance company is presumptively considered to be an acquisition of control, 
although such presumption may be rebutted by a showing that control does not in fact exist. The applicable state 
insurance regulator may also find that control exists in circumstances in which a person owns or controls, directly or 
indirectly, less than 10% of the voting securities of an insurance company. Accordingly, for so long as our company 
owns or controls 10% or more of the voting securities of any U.S. domiciled insurance company (such as the 
insurance subsidiaries of AEILIC, the insurance subsidiaries of American National or, assuming the Argo Group 
Acquisition is consummated, the insurance subsidiaries of Argo Group), the acquisition of 10% or more of our 
voting securities (comprised of our class A exchangeable shares and class B shares) would require the prior approval 
of the U.S. state insurance regulator in each U.S. state in which such U.S. insurance company is domiciled.

Under applicable insurance laws and regulations of Canada, prior approval from the Minister of Finance 
(Canada) is required for any direct or indirect change of control of any Canadian-domiciled insurance company 
(such as BAC). In addition, holders of our class A exchangeable shares are subject to notification requirements with 
the Bermuda Monetary Authority following the acquisition of 10% or more of our voting securities. In addition, 
there is a requirement to notify CIMA of any acquisition of more than 10% of our issued share capital or our voting 
securities. See Item 4.B “Business Overview — Regulatory Framework”.

These laws and regulations in many of the jurisdictions in which we operate may discourage or inhibit 
takeovers, potential acquisition proposals, business combinations or other change of control transactions and may 
delay, deter or prevent a change of control of our company, including through transactions (and in particular, 
unsolicited transactions), that some or all of our shareholders might consider to be desirable. Additionally, any 
person, corporation or other entity that acquires, directly or indirectly, our voting securities without the requisite 
prior approvals or complying with applicable notification requirements will be in violation of these laws and may be 
subject to penalties, fines, or other actions that may be taken by the applicable insurance regulator, including 
injunctive action requiring the disposition or seizure of those securities or prohibiting the voting of those securities.
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Regulatory requirements may constrain our company’s ability to complete acquisitions, dispositions and other 
transactions on desired terms, or at all.

Our company’s acquisitions, dispositions and other transactions may be subject to approval by regulatory 
authorities in one or more jurisdictions in which we, or our counterparties, operate that are beyond our company’s 
control and may not be satisfied. In particular, many jurisdictions in which our company seeks to invest (or divest) 
impose government consent requirements on investments by foreign persons. For example, all Canadian-licensed 
insurers are required to obtain OSFI approval for acquisitions or dispositions of assets representing more than 10% 
of total assets in a twelve-month period, and approval of the Minister of Finance (Canada) is required for, among 
other things, any amalgamation with another insurer or any transfer of a licensee’s operations. All Cayman Islands-
licensed insurers are required to obtain the prior approval of CIMA in connection with certain transactions, 
including any transfer of shares (direct or indirect) totaling more than 10% of the issued share capital of the insurer, 
any amalgamation with another insurer or transfer of a licensee’s insurance operations. All Bermuda-licensed 
insurers are required to give notice to the BMA of their intention to affect a “material change” within the meaning of 
the Bermuda Insurance Act, which includes many acquisitions. Similarly, all US-licensed insurers under U.S. state 
insurance laws, are required to obtain the prior approval of the U.S. state insurance regulator in each U.S. state in 
which such US-licensed insurers is domiciled for, among other things, the acquisition of, directly or indirectly, 10% 
or more of the voting securities of the insurer or any company that owns or controls 10% or more of the voting 
securities of the insurer.

Consents and approvals may not be obtained, may be obtained subject to conditions which adversely affect 
anticipated returns, and/or may be delayed and delay or ultimately preclude the completion of acquisitions, 
dispositions and other transactions. Government policies and attitudes in relation to foreign investment may change, 
making it more difficult to complete acquisitions, dispositions and other transactions in such jurisdictions. 
Furthermore, interested stakeholders could take legal steps to prevent transactions from being completed. If all or 
some of our company’s acquisitions, dispositions and other transactions are unable to be completed on the terms 
agreed, our company may need to modify or delay or, in some cases, terminate these transactions altogether, the 
market value of our company’s respective securities may significantly decline, and our company may not be able to 
achieve the expected benefits of the transactions.

Our failure to obtain or maintain licenses and/or other regulatory approvals as required for the operations of our 
insurance subsidiaries may have a material adverse effect on our business, financial condition, results of 
operations, liquidity, cash flows and process.

Each regulator retains the authority to license insurers in its jurisdiction and an insurer generally may not 
operate in a jurisdiction in which it is not licensed. The licenses currently held by our insurance subsidiaries are 
limited in scope with respect to the products that may be sold within the respective jurisdictions. Currently, our 
insurance subsidiaries maintain licenses in the United States, Bermuda, the Cayman Islands and Canada. Our ability 
to retain licenses depends on our company’s and our subsidiaries’ ability to meet requirements established by 
applicable regulators.

To the extent our insurance subsidiaries seek to sell products for which we are currently not licensed, such 
subsidiaries would be required to become licensed in each of the respective jurisdictions in which such products are 
expected to be sold. There is no assurance that our subsidiaries would be able to obtain the relevant licenses. The 
process of obtaining licenses is time consuming and costly and we may not be able to become licensed in 
jurisdictions other than those in which our insurance subsidiaries are currently licensed and/or for products for which 
we are currently licensed. The modification of the conduct of our business resulting from our subsidiaries becoming 
licensed in certain jurisdictions or for certain products could significantly and negatively affect our business.
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In addition, licensing regulations differ as to products and jurisdictions and may be subject to interpretation 
as to whether certain licenses are required with respect to the manner in which we may sell or service some of our 
products in certain jurisdictions. The degree of complexity is heightened based on the type of products that are 
issued, including where such products may cover risks in multiple jurisdictions. If a state regulator interprets a 
licensing requirement differently than we do and/or we are unable to meet their requirements, our subsidiaries could 
lose their licenses to do business in certain jurisdictions; be subject to additional regulatory oversight; have their 
licenses suspended; be subject to rescission requests, fines, administrative penalties or payments to policyholders or 
be subject to seizure of assets. A loss or suspension of any of our subsidiaries’ licenses or an inability of any of our 
insurance subsidiaries to be able to sell or service certain of our insurance products in one or more jurisdictions may 
negatively impact our reputation in the insurance market and result in our subsidiaries’ inability to write new 
business, impair our competitive position, distribute funds or pursue our investment strategy.

Any future regulatory changes, including political, regulatory and industry initiatives by state and international 
authorities, could result in the imposition of significant restrictions on our ability to do business.

Changes to the laws and regulations, and interpretations and enforcement of such laws and regulations, that 
govern the conduct of our business could adversely affect our operations and profitability. In addition, legislation 
and other regulatory initiatives taken or which may be taken in response to conditions in the financial markets, 
global supervision and other factors may lead to additional regulation of the insurance industry in the coming years. 
Such changes could increase our regulatory and compliance burden, resulting in increased costs, or limit the type, 
amount or structure of compensation arrangements into which we may enter with certain of our associates, which 
could negatively impact our ability to compete with other companies in recruiting and retaining key personnel. 
Changes in regulatory approval processes, rules and other dynamics in the regulatory process could adversely impact 
our ability to react to such changing conditions. We cannot predict what proposals may be made, what legislation or 
regulations may be introduced or enacted, or what impact any future legislation or regulations may have on our 
business, results of operations and financial condition. In addition, changes in the laws or regulations to which our 
insurance and reinsurance subsidiaries are subject or in the interpretation thereof by enforcement or regulatory 
agencies as well as increased monitoring compliance by international bodies of certain jurisdictions in which 
Brookfield operates could have a material adverse effect on our business and cause reputational damage to our 
operating subsidiaries.

Further, as insurance industry practices and legal, judicial, social and other conditions outside of our control 
change, unexpected issues related to claims and coverage may emerge. These changes may include modifications to 
long established business practices or policy interpretations, which may adversely affect us by extending coverage 
beyond our underwriting intent or by increasing the type, number or size of claims. For example, in January 2019, 
NYDFS issued Circular Letter No. 1, in which the department set out its views concerning the use of external 
consumer data sources in the underwriting of life insurance. NYDFS contends that external data sources can be 
unreliable and that many are not subject to regulatory oversight. Circular Letter No. 1 further highlights two 
particular areas of immediate concern for NYDFS involving the use of external data sources by life insurers. First, 
the department states that the use of external data sources has a significant potential to negatively impact protected 
classes of consumers in violation of state and federal anti-discrimination laws, and that insurers should not use an 
external data source unless the insurer can prove that such source does not violate anti-discrimination laws. Second, 
NYDFS contends that an insurer’s use of external data sources is often accompanied by a lack of transparency to 
consumers, which may implicate unfair trade practice law. Other states may undertake regulatory efforts similar to 
Circular Letter No. 1. For example, on July 6, 2021, the governor of Colorado signed Senate Bill 21-169, which also 
regulates an insurer’s use of external consumer data and information sources. In addition, the NAIC formed a 
committee on race and insurance which is focused on underwriting practices that may be an unintentional proxy for 
discrimination. As a result of these regulatory efforts, there is a great deal of uncertainty whether traditional 
underwriting criteria will be restricted by new state laws or regulations. Such regulatory efforts may significantly 
hinder our use of technological and innovative advances to underwrite and price life insurance accurately and deter 
the use of what is commonly called “big data” in the underwriting of property and casualty insurance.
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A decrease in applicable capital ratios/calculations of our insurance subsidiaries could result in increased 
scrutiny by insurance regulators and rating agencies and have a material adverse effect on our results of 
operations and financial condition.

In any particular year, statutory surplus amounts and applicable capital ratios in respect of our insurance 
subsidiaries, may increase or decrease depending on a variety of factors, including the amount of statutory income or 
losses generated by the insurance subsidiary (which itself is sensitive to equity market and credit market conditions), 
recognition of write-downs or other losses on investments held in our investment portfolio, the amount of additional 
capital such insurer must hold to support business growth, changes in equity market levels, the value and credit 
ratings of certain fixed income and equity securities in its investment portfolio, the value of certain derivative 
instruments that do not receive hedge accounting and changes in interest rates, as well as changes to the applicable 
capital formulas and the interpretation of the applicable regulator’s instructions with respect to capital calculation 
methodologies. Our financial strength and credit ratings are significantly influenced by statutory surplus amounts 
and the capital ratios of our insurance subsidiaries. In addition, rating agencies may implement changes to their own 
internal models, which differ from the prescribed capital models in Canada, Cayman Islands, Bermuda or the United 
States, as applicable, that have the effect of increasing or decreasing the amount of statutory capital our insurance 
subsidiaries should hold relative to the rating agencies’ expectations. Under stressed or stagnant capital market 
conditions and with the aging of existing insurance liabilities, without offsets from new business, the amount of 
additional statutory reserves that an insurance subsidiary is required to hold may materially increase. This increase 
in reserves would decrease the statutory surplus available for use in calculating the relevant subsidiary’s required 
capital ratio(s). To the extent that the capital ratios of any of our insurance subsidiaries are deemed to be insufficient, 
we may seek to take actions to increase the capitalization of that subsidiary or to reduce the capitalization 
requirements. If we were unable to accomplish such actions, the rating agencies may view this as a reason for a 
ratings downgrade. The failure of our insurance subsidiaries to meet their respective capital requirements or any 
other applicable minimum capital and surplus requirements could subject them or us to further examination or 
corrective action imposed by insurance regulators, including limitations on the ability to write additional business, 
supervision by regulators or seizure or liquidation. Any corrective action imposed could have a material adverse 
effect on our business, results of operations and financial condition. A decline in the capital ratios of any our 
insurance subsidiaries, whether or not such decline results in a failure to meet the applicable capital requirement, 
may limit the ability of that subsidiary to make dividends or distributions to us, could result in a loss of new 
business, or could be a factor in causing ratings agencies to downgrade financial strength ratings, each of which 
could have a material adverse effect on our business, results of operations and financial condition. Moreover, future 
revisions to the applicable capital calculations relevant to our insurance subsidiaries could result in a reduction in 
those capital ratios below certain prescribed levels, and in case of such a reduction we may be required to hold 
additional capital in the applicable insurance subsidiary.

Potential government intervention in the insurance industry and instability in the marketplace for insurance 
products could hinder our flexibility and negatively affect the business opportunities that may be available to us 
in the market.

Government intervention in the insurance industry and the possibility of future government intervention 
have created uncertainty in the reinsurance and insurance markets. Governmental authorities worldwide have 
become increasingly interested in potential risks posed by the insurance industry as a whole to commercial and 
financial systems in general, and there could be increased regulatory intervention in the reinsurance and insurance 
industries in the future.

Government regulators are generally concerned with the protection of policyholders to the exclusion of 
other constituencies, including shareholders of insurers. While we cannot predict the exact nature, timing or scope of 
possible governmental initiatives, such proposals could adversely affect our business by, among other things:

• providing reinsurance and insurance capacity in markets and to consumers that we target;

• requiring our participation in industry pools and guaranty associations;
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• further regulating the terms of reinsurance and insurance policies; or

• disproportionately benefiting the companies of one country over those of another.

Government intervention has in the recent past taken the form of financial support of certain companies in 
the reinsurance and insurance industry. Governmental support of individual competitors can lead to increased 
pricing pressure and a distortion of market dynamics. The insurance industry is also affected by political, judicial 
and legal developments that may create new and expanded theories of liability, which may result in unexpected 
claims frequency and severity and delays or cancellations of products and services by insureds, insurers and 
reinsurers which could adversely affect our business.

Additionally, governments and regulatory bodies may take unpredictable action to ensure continued supply 
of insurance, particularly where a given event leads to withdrawal of capacity from the market. For example, 
regulators may seek to force us to offer certain covers to (re)insureds, constrain our flexibility to apply certain terms 
and conditions or constrain our ability to make changes to the pricing of our contracts. There can be no assurance as 
to the effect that any such governmental or regulatory actions will have on the financial markets generally or on our 
competitive position, business and financial condition. See Item 3.D “Risk Factors — Risks Relating to Regulation 
— Any future regulatory changes, including political, regulatory and industry initiatives by state and international 
authorities, could result in the imposition of significant restrictions on our ability to do business.”

The reinsurance and insurance regulatory framework and legislation enacted in Bermuda and the Cayman 
Islands as to economic substance may affect our operations.

Bermuda and the Cayman Islands are each on the European Union’s “whitelist” of cooperative tax 
jurisdictions, having delivered on the commitments each jurisdiction made to the European Union in 2019 to further 
enhance their respective regulatory and transparency frameworks. The European Commission has proposed 
sanctions against non-cooperative tax jurisdictions, including restrictions on certain European sovereign wealth 
funds channeling funds through entities domiciled in non-cooperative jurisdictions. If, in the future, the 
classification of either jurisdiction changes, so that Bermuda or the Cayman Islands is again included on the 
European Union’s non-cooperative jurisdictions list, the ability of certain European sovereign wealth funds to invest 
in our business may be limited. In the future, individual European Union member states may also apply sanctions 
against non-cooperative jurisdictions. If, in the future, the classification of either jurisdiction changes and Bermuda 
or the Cayman Islands is again included on the non-cooperative jurisdictions list, and these or other sanctions are 
implemented, we cannot guarantee that such sanctions will not have a material and adverse impact on our business.

In addition, pursuant to the Bermuda ESA that came into force in December 2018, a registered entity other 
than an entity which is resident for tax purposes in certain jurisdictions outside Bermuda, which we refer to as a non-
resident entity, that carries on as a business any one or more of the “relevant activities” referred to in the Bermuda 
ESA must comply with economic substance requirements. The “relevant activities” are carrying on any one or more 
of the following activities: banking, insurance, fund management, financing and leasing, headquarters, shipping, 
distribution and service center, intellectual property and holding entity.

Likewise, pursuant to the Cayman ESA that came into force on January 1, 2019, a “relevant entity” that 
carries on any one or more of the “relevant activities” referred to in the Cayman ESA must comply with economic 
substance requirements. Cayman Islands “relevant activities” include: banking business, distribution and service 
centre business, financing and leasing business, fund management business, headquarters business, holding company 
business, insurance business, intellectual property business and shipping business.

In each jurisdiction, an in-scope entity which is engaged in any one or more of the “relevant activities” 
must satisfy an economic substance test, by performing core income-generating activities in the jurisdiction, being 
directed and managed in an appropriate manner in the jurisdiction and, having within the jurisdiction (i) an adequate 
amount of operating expenditure incurred in each jurisdiction, (ii) an adequate physical presence (under the Cayman 
ESA plant, property and equipment) and (iii) an adequate number of qualified full-time employees or other 
personnel.
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The Bermuda ESA and the Cayman ESA could affect the manner in which we operate our business, which 
could adversely affect our business, financial condition and results of operations. Non-compliance with the Bermuda 
ESA or the Cayman ESA could result in significant financial penalties and other sanctions.

Our employees in Bermuda and the Cayman Islands require work permits to run their reinsurance businesses in 
those jurisdictions and may not be able to obtain and/or renew the required work permits under Bermuda and/or 
Cayman Islands law.

Both NER Ltd. and NER SPC have full time employees based in Bermuda and the Cayman Islands, as the 
case may be, to run their respective reinsurance businesses in those jurisdictions. Under Bermuda law, non-
Bermudians (other than spouses of Bermudians and holders of permanent residents’ certificates) generally may not 
engage in any gainful occupation in Bermuda without a valid government work permit (with certain exceptions). 
The position is substantially the same in the Cayman Islands. A Bermuda work permit is generally granted or 
renewed upon showing that, after proper public advertisement, no Bermudian, spouse of a Bermudian, or holder of a 
permanent resident’s certificate who meets the minimum standards reasonably required by the employer has applied 
for the job. The position is substantially the same in the Cayman Islands. Bermuda work permit terms that are 
available for request range from three months to five years. Should NER Ltd. or NER SPC, as the case may be, at 
any point, not be able to recruit suitable Bermudian or Caymanian employees, as the case may be, or obtain work 
permits for prospective non-Bermudian or non-Caymanian employees, NER Ltd. and/or NER SPC may not be able 
to use their services, which could have a material adverse effect on our business, financial condition and results of 
operations.

An adverse change in our regulatory requirements, including risk-based capital, could materially adverse affect 
our business, results of operations and financial condition.

The U.S. state domiciled insurance subsidiaries of American National are subject to the NAIC’s RBC 
standards and other minimum statutory capital and surplus requirements imposed under the laws of their respective 
states of domicile. The failure of such insurance subsidiaries of American National to meet applicable RBC 
requirements or minimum statutory capital and surplus requirements could subject them to further examination or 
corrective action imposed by state insurance regulators, including limitations on their ability to write additional 
business, or the addition of state regulatory supervision, rehabilitation, seizure or liquidation. Additionally, the RBC 
ratio of an insurance subsidiary of American National would be negatively impacted by future increases in our 
statutory reserves. Future declines in the RBC ratio of an insurance subsidiary of American National could result in 
heightened supervision and regulatory action.

Regulatory regimes and changes to accounting rules may adversely impact our financial results irrespective of 
business operations.

Accounting standards and regulatory changes may require modifications to our accounting principles, both 
prospectively and for prior periods, and such changes could have an adverse impact on our financial results. 
Required modification of our existing principles, and new disclosure requirements, could have an impact on our 
results of operations and increase our expenses in order to implement and comply with any new requirements. 
Future changes to U.S. GAAP (we transitioned to U.S. GAAP beginning on January 1, 2023) or Statutory 
Accounting Principles could impact our product profitability, reserve and capital requirements, financial condition 
or results of operations.
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Risks Relating to Our Relationship with Brookfield

Individuals who are members of the Partnership and also executives of Brookfield will exercise influence over 
our company and over any decisions requiring shareholder approval.

For close to 50 years, executives of Brookfield have held a substantial portion of their investment in 
Brookfield Class A Shares, as well as stewardship of the Brookfield Class B Shares, in partnership with one another, 
which we refer to as the “Partnership”. Members of the Partnership include both current and former senior 
executives of Brookfield, each a “Partner” and collectively, the “Partners”. The Class B Partners, who have been 
designated by the Partnership, hold as a group all of our outstanding class B shares through the BNRE Partnership. 
See Item 7.A “Major Shareholders”. As the sole holder of the class B shares, the Class B Partners, through the 
BNRE Partnership, are entitled to elect one-half of our board and approve all other matters requiring shareholder 
approval. In addition, pursuant to the Administration Agreement, at our request, Brookfield provides the services of 
our Chief Executive Officer, Chief Financial Officer and our Chief Investment Officer. As a result, senior executives 
of Brookfield have oversight and influence over our company, including with respect to decisions relating to our 
capital structure or undertaking other extraordinary transactions. Given our ownership structure, the rationale for our 
formation and because each exchangeable share has been structured with the intention of providing an economic 
return equivalent to one Brookfield Class A Share, and as a result of the financial and other support Brookfield 
provides us, the interests of our company and Brookfield Corporation are strongly aligned. As a result, Brookfield’s 
fiduciary duty to us and the manner in which it manages our investment activities will be different than the fiduciary 
duty it has with respect to and the manner in which it managers other Brookfield Accounts’ investment activities. 
See Item 7.B “Related Party Transactions” and Item 3.D “Risk Factors — Risks Relating to Our Relationship with 
Brookfield — Our organizational, ownership and operational management structure, and investment management 
relationship with Brookfield, give rise to conflicts of interest”. Nevertheless, the interests of the Class B Partners 
could differ from or conflict with the interests of our other shareholders in circumstances that we cannot foresee.

We depend on Brookfield under the Administration Agreement and the Investment Management Agreements and 
the departure of some or all of Brookfield’s professionals could prevent us from achieving our objectives.

We rely on Brookfield with respect to the provision of certain administrative services, as described in Item 
10.C “Material Contracts — The Administration Agreement”. This means that our day-to-day operational matters 
and management, including the roles of our Chief Executive Officer, Chief Financial Officer and Chief Investment 
Officer, will be dependent, in part, upon Brookfield’s ability to successfully hire, train, supervise, manage and retain 
its personnel and its ability to maintain its operating systems. The Administration Agreement does not require 
Brookfield to maintain the employment of any of its professionals or to cause any particular professionals to provide 
services to us or on our behalf. In addition, the employees of Brookfield that provide services to our company are 
not required to have as their primary responsibility the administration of our company or to act exclusively for our 
company. If our company were to lose the services provided by Brookfield, or if Brookfield fails to perform its 
obligations under the Administration Agreement, we may experience a material adverse impact on our business 
operations. We may be unable to duplicate the quality and depth of the services available to our company by 
handling such services internally or by retaining another service provider. Further, if our company were to lose the 
services provided by Brookfield, we may be forced to commence a search and to hire a new Chief Executive 
Officer, Chief Financial Officer or Chief Investment Officer. Any such process may prove lengthy and expensive 
and we may not be able to find a suitable replacement for some time due to the intense competition for skilled 
employees and where such a replacement is found it may be at a higher cost to our company. The inability to find a 
suitable replacement, or to find a suitable replacement at a comparable cost, could have a material adverse effect on 
our business operations.
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The services provided by Brookfield pursuant to the Administration Agreement are provided on a cost-
recovery basis. Therefore, if Brookfield should cease for whatever reason to provide such services, the cost of 
obtaining substitute services will likely be greater, and this may adversely affect our company’s ability to meet its 
objectives and execute its strategy which could materially and adversely affect our cash flows, operating results and 
financial condition and our ability to make distributions to shareholders. In addition, for so long as the Support 
Agreement is in place, we have agreed not to appoint any direct competitor of Brookfield Corporation for the 
provision of any material administrative services or support services, including the provision of the services of any 
executive officer or senior management function, without the prior written consent of Brookfield. As a result, if 
Brookfield should cease for whatever reason to provide the services we require under the Administration 
Agreement, we would either be required to internalize such services, or look to hire a service provider other than a 
direct competitor to Brookfield Corporation.

In addition, we rely on Brookfield as an investment manager under the Investment Management 
Agreements. As a result of the Brookfield Arrangement, Brookfield Corporation holds a 75% interest in the Asset 
Management Company that provides these services. Accordingly, the Asset Management Company may not be 
economically fully aligned with our company in performing this function. Brookfield is not required to maintain the 
employment of any of its professionals or to cause any particular professionals to provide services to us or on our 
behalf. In addition, the employees of Brookfield that provide services to our company are not required to have as 
their primary responsibility the provision of investment management services to our company or to act exclusively 
for our company. Brookfield may provide similar services to other companies, including those who compete with us. 
If our company were to lose the investment management services provided by Brookfield, or if Brookfield fails to 
perform its obligations under the Investment Management Agreements adequately, we may experience a material 
adverse impact on our business operations. Our company has a limited ability to terminate our agreements entered 
into with Brookfield without Brookfield’s consent.

Our company has a limited ability to terminate our agreements entered into with Brookfield without 
Brookfield’s consent. For example, our company is not entitled to terminate the Administration Agreement 
unilaterally unless there is a material breach or default by Brookfield Corporation or Brookfield Corporation is 
insolvent. If Brookfield’s performance under its agreements with us does not meet the expectations of our 
shareholders, or we are unable to terminate agreements restricting how we can conduct our business, the market 
price of our exchangeable shares could suffer. Item 10.C “Material Contracts”.
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While we will seek to leverage our relationship with Brookfield to access its investment management and asset 
allocation capabilities, there can be no assurance we will be able to achieve all the advantages we are seeking 
through such relationship.

In order for our company to execute our vision of being a leading reinsurer of liabilities and earn attractive 
risk-adjusted returns within our business, we will seek to leverage our relationship with Brookfield by, among other 
things, taking advantage of Brookfield’s core attributes as a leading global asset management company (see Item 
7.B “Related Party Transactions” for further information). We are a party to the Investment Management 
Agreements with the Asset Management Company in which Brookfield Corporation holds a 75% interest. Under 
these arrangements, the Asset Management Company has discretion over how certain investments are made and we 
cannot be assured as to how the Asset Management Company will manage our investments. As a result of the 
Brookfield Arrangement, the Asset Management Company is not fully economically aligned with our company, 
despite Brookfield Corporation continuing to hold a 75% interest. In addition, under the Support Agreement our 
company has agreed that, for so long as the Support Agreement is in place, subject to applicable regulatory approval 
and to approval by their respective board of directors, our operating subsidiaries are expected to, from time to time, 
appoint Brookfield as investment adviser and not appoint any other person to provide any investment management 
services without the prior consent of Brookfield. In addition, Brookfield Corporation has agreed that it will, or will 
cause the appropriate Brookfield entity to, accept such appointment. However, beyond the Investment Management 
Agreements, Brookfield does not have an agreement to provide our company with access to its investment 
management and asset allocation capabilities, institutional relationships or any other opportunities. As such, our 
company cannot be assured that we will be able to successfully derive all of the intended benefits of our relationship 
with Brookfield, which could have an adverse effect on our financial and operational results and our growth 
strategy.

Our organizational, ownership and operational management structure, and investment management relationship 
with Brookfield, give rise to conflicts of interest.

Our organizational, ownership and operational management structure, and investment management 
relationship with Brookfield, give rise to conflicts and conflicts of interest considerations, and result in Brookfield 
having a different fiduciary duty, and managing our company’s investment activities in a different manner, relative 
to the fiduciary duty that Brookfield has, and the manner in which Brookfield manages the investment activities of 
other Brookfield Accounts. As noted elsewhere, each exchangeable share has been structured with the intention of 
providing an economic return equivalent to one Brookfield Class A Share and we therefore expect that the market 
price of our exchangeable shares will be impacted by the market price of the Brookfield Class A Shares and the 
business performance of Brookfield Corporation. Distributions on our exchangeable shares will be paid at the same 
time and in the same amount as dividends on the Brookfield Class A Shares to provide holders of our exchangeable 
shares with an economic return equivalent to holders of Brookfield Class A Shares. In addition, Brookfield 
Corporation owns all of the issued and outstanding class C shares, which are entitled to the residual economic 
interest in our company after payment in full of the amount due to holders of our class A exchangeable shares, class 
A-1 exchangeable shares and our class B shares (consisting of any declared and unpaid distributions, and the 
delivery of Brookfield Class A Shares or the cash equivalent on a redemption or liquidation) and subject to the prior 
rights of holders of our Preferred Shares. Except for the right to approve changes to the terms of the exchangeable 
shares and the Rights Agreement, or except where otherwise required by law, holders of exchangeable shares are not 
expected to receive an opportunity to consent to transactions involving Brookfield. Brookfield’s investment 
management and other decisions on our behalf will take into account this economic equivalence and the fact that 
holders of our exchangeable shares will benefit from the performance of other Brookfield Accounts and Brookfield 
more generally. As a result, the scope of Brookfield’s fiduciary duties to us under our Investment Management 
Agreements with Brookfield are different than that which Brookfield has to other Brookfield Accounts.
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In addition to our organizational and ownership structure, we rely on Brookfield for both operational and 
financial support. For example, we rely on Brookfield to (i) serve as our investment manager pursuant to certain 
Investment Management Agreements; (ii) provide our Chief Executive Officer, Chief Financial Officer and Chief 
Investment Officer; and (iii) provide additional operational and financial support pursuant to the Support 
Agreement, Credit Agreement and Equity Commitment, as applicable. Our overall objective of leveraging 
Brookfield’s experience, expertise, broad reach, relationships and position in the markets for, among other things, 
investments opportunities and deal flow, will result in us, among other things, investing in or alongside Brookfield-
sponsored vehicles, insurance companies, consortiums, partnerships (including private funds, joint ventures and 
similar arrangements), and assets and/or portfolio companies managed by Brookfield and/or its related parties 
(collectively, “Brookfield Accounts”), as well as in acquisition financing and other loans to, leases and lease back 
transactions and insurance contracts and debt and equity securities issued by, Brookfield Accounts, including those 
in which Brookfield has an economic interest, and “warehousing” certain investments on behalf of Brookfield 
Accounts in which Brookfield expects to invest. Moreover, Brookfield’s management of its broader platform, 
including the activities of and other considerations relating to Brookfield Accounts, give rise to conflicts of interest 
relating to (i) the allocation of investment opportunities between our company, on the one hand, and other 
Brookfield Accounts, on the other hand, (ii) affiliate and related party transactions between Brookfield and 
Brookfield Accounts, (iii) investments by our company and other Brookfield Accounts in different parts of a 
company’s or asset’s capital structure, (iv) the management of potentially adverse situations between our company 
and Brookfield and other Brookfield Accounts, on the other hand, and (v) Brookfield’s economic interest in 
Brookfield Accounts and these activities (including via compensation arrangements) and related considerations.

As a result of our organizational and ownership structure (in particular the structure of the exchangeable 
shares described above) and our broader operational and financial agreements with Brookfield, the scope of our 
advisory relationship with Brookfield is different than its advisory relationship with other Brookfield Accounts, and 
there will be different risks applicable to us compared to other Brookfield Accounts. While Brookfield will act in 
our best interest consistent with our overall investment mandate and objectives (taking into account, among others, 
our obligations to insurance companies and pursuing an investment portfolio that is suitable for our company from a 
risk-return perspective), Brookfield expects to manage our investment accounts similar to how it manages itself and 
its wholly-owned subsidiaries, particularly in connection with investments that give rise to conflicts of interest 
considerations vis-à-vis other Brookfield Accounts. Given this management approach, Brookfield manages our 
investment activities differently than how it manages the investment activities of other Brookfield Accounts (and 
differently than it would have under different circumstances under which Brookfield did not have other Brookfield 
Accounts). This management approach affects, among other things, the type of investment opportunities that are 
allocated to us, how Brookfield addresses conflicts of interest that arise in managing our investments and other 
activities, the provision of financing and refinancing arrangements, and/or other transactions between Brookfield 
and other Brookfield Accounts, on the one hand, and us, on the other hand.

Our investment program and conflicts protocols are designed to address the factors noted above. Such 
program and protocols include certain investment guidelines and restrictions on our investments in securities issued 
by (and loans made to) Brookfield Accounts, such as exposure limits, a passive investment strategy and other 
controls (designed to ensure that potential adverse interests between our accounts and other Brookfield Accounts 
invested in different parts of an issuer’s capital structure can be appropriately managed in satisfaction of 
Brookfield’s fiduciary duties to other Brookfield Accounts). Further, in order to ensure that Brookfield can 
appropriately manage the Brookfield Accounts consistent with its fiduciary obligations to them, Brookfield 
Accounts (including ones in which we invest) generally have priority with respect to investment opportunities that 
are suitable for their mandates. Moreover, from time to time, we may provide financing (or refinancing) 
arrangements to Brookfield Accounts at a lower cost or otherwise on more favorable terms relative to other third-
party lenders and/or arrangements.
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Brookfield has also implemented policies and procedures governing regulatory consent requirements for 
transactions involving our accounts, including insurance or reinsurance companies or cedant accounts that comprise 
the asset pool backing a reinsurance arrangement (which may include Brookfield assets) (collectively, the “BNRE 
Related Account Group”) that raise conflicts of interest considerations relating to cross and principal transactions. 
Among others, these include:

1. Asset transfers within the BNRE Related Account Group, including purchases and sales of investments 
among our company and cedant accounts (“Related Account Group Transactions”);

2. BNRE Related Account Group investments in securities issued by and loans to Brookfield-controlled 
assets and/or portfolio companies, including assets and portfolio companies in which Brookfield has an 
interest;

3. BNRE Related Account Group commitments to invest in Brookfield-managed funds; and

4. Transfers of assets from Brookfield to the BNRE Related Account Group, including cedant accounts, 
including upon the opening of such accounts (2 through 4 collectively, “Cross Account Group 
Transactions”).

Under its policies and procedures, Brookfield will obtain prior approval for Cross Account Group 
Transactions, whether or not they are deemed to be that constitute principal transactions (and for any transaction in 
loans or other instruments that would constitute a principal transaction but for the fact that it is not a transaction in a 
security), from a senior employee of our the relevant insurance company subsidiary or reinsurance company 
subsidiary that acts as the reinsurer in respect of the relevant account and who is designated to provide such 
approval. These senior employees are expected to be associated with Brookfield, and subject to actual or potential 
conflicts of interest in providing such consent. Post-transaction ratification will also be provided on a quarterly basis 
by the independent members of the investment committee of the board of directors of the relevant insurance or 
reinsurance company. These consents are designed to satisfy regulatory consent requirements and are binding upon 
us. In addition, Brookfield has implemented pricing guidelines to ensure that our investments are executed at fair 
market values on arm’s length terms.

Brookfield does not expect to seek consent for Related Account Group Transactions in the ordinary course 
because Brookfield believes such transactions are not cross or principal transactions. Rather, Brookfield believes 
these asset transfers are transactions effected at fair market value or statutory book value within a single economic 
group, in accordance with Brookfield’s valuation and accounting policies and procedures, which do not impact the 
expected return of any reinsurance counterparties within the BNRE Related Account Group. Additionally, third-
party cedants do not bear the economic risk relating to the cedant accounts but, rather, are owed a guaranteed return 
by the applicable reinsurance subsidiary of our company and have a right to access underlying investments in the 
accounts to the extent such reinsurance subsidiary defaults on its payment obligations under the terms of the 
applicable reinsurance treaty. Our company therefore holds all of the economic risk in connection with any Related 
Account Group Transaction. These policies and procedures for managing conflicts will be different than the 
approach Brookfield takes for its other advisory clients.

Given the following factors, we expect that our and our shareholders’ interests and Brookfield’s interests 
will be strongly aligned: (i) our organizational and ownership structure, (ii) the rationale for our formation, (iii) the 
fact that each exchangeable share is structured with the intention of providing an economic return equivalent to one 
Brookfield Class A Share and be convertible into the same, and (iv) the financial and other support Brookfield is 
providing to us through various support agreements. Moreover, we believe that Brookfield’s interests in managing 
its other Brookfield Accounts (including ones in which we invest) in accordance with its fiduciary duties to them 
strongly align with our own interests and that prioritizing other Brookfield Accounts (including ones in which we 
invest) is ultimately in our and our shareholders’ best economic interest as the potential benefits that would accrue to 
Brookfield and its shareholders would similarly accrue equally to us and our shareholders. See Item 7.B “Related 
Party Transactions”.
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Arrangements with Brookfield, which will apply to our company, were negotiated in the context of an affiliated 
relationship and may contain terms that are less favorable than those which otherwise might have been obtained 
from unrelated parties.

The terms of certain arrangements with Brookfield that currently apply to our company have been 
effectively determined by Brookfield. These terms, including terms relating to the support Brookfield provides to us, 
may be less favorable than otherwise might have resulted if the negotiations had involved unrelated parties.

Risks Relating to Taxation

General Tax Risks

Our aggregate tax liability and effective tax rate could be adversely affected in the future by changes in the tax 
laws of the countries in which we operate, including as a result of ongoing efforts by the member countries of the 
Organisation for Economic Co-operation and Development (“OECD”).

We have operations in various countries that have differing tax laws and rates. Our tax reporting is 
supported by current domestic tax laws in the countries in which we operate and the application of tax treaties 
between the various countries in which we operate. Our income tax reporting is subject to audit by domestic and 
foreign authorities. Our effective tax rate may change from year to year based on changes in the mix of activities and 
income earned among the different jurisdictions in which we operate, changes in tax laws in these jurisdictions, 
changes in the tax treaties between various countries in which we operate, changes in our eligibility for benefits 
under those tax treaties, and changes in the estimated values of deferred tax assets and liabilities. Tax laws, 
regulations, and administrative practices in various jurisdictions may be subject to significant change, with or 
without notice, due to economic, political, or other conditions, and significant judgment is required in evaluating and 
estimating our provision and accruals for these taxes. Such changes could result in a substantial increase in our 
aggregate tax liability and the effective tax rate on all or a portion of our income.

In recent years, the OECD, with the support of the G20, has developed proposals to address perceived base 
erosion and profit shifting (“BEPS”). BEPS refers to tax planning strategies that exploit gaps and mismatches in tax 
rules to artificially shift profits to locations with low or no tax and little or no economic activity, for the purpose of 
reducing a multinational group’s aggregate tax liability. In 2021, the OECD/G20 Inclusive Framework on BEPS 
published a statement updating and finalizing the key components of a “two pillar” plan for global tax reform, as 
agreed among a number of countries across the globe. Pillar I addresses tax nexus and the allocation of profits for 
tax purposes. Under Pillar II, a global minimum tax at the rate of 15% would be imposed on certain companies 
whose revenues exceed a threshold. In December 2022, the member states of the European Union unanimously 
voted to adopt the OECD’s minimum tax rules and phase them into national law, and in February 2023 the OECD 
released technical guidance on the global minimum tax which was agreed by consensus of the BEPS 2.0 (Pillars I 
and II) signatory jurisdictions. Under the European Union’s minimum tax directive, member states are to adopt 
domestic legislation implementing the minimum tax rules effective for periods beginning on or after December 31, 
2023, with the “under-taxed profit rule” to take effect for periods beginning on or after December 31, 2024. 
Legislatures in multiple countries outside of the European Union have also drafted legislation to implement the 
OECD’s minimum tax proposal. As a result of these developments, the tax laws of certain countries in which we and 
our affiliates do business could change on a prospective or retroactive basis, and any such changes, including the 
adoption of the global minimum tax rules, could have a material adverse effect on our aggregate tax liability and 
effective tax rate in the future.
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Bermuda Tax Risks

Our company could in the future become subject to income tax in Bermuda.

Under current Bermuda law, there is no income, corporate or profits tax or withholding tax, capital gains 
tax or capital transfer tax payable by the company. The company has applied for and has obtained from the Minister 
of Finance under The Exempted Undertaking Tax Protection Act 1966, as amended, an assurance that, in the event 
that Bermuda enacts legislation imposing tax computed on profits, income, any capital asset, gain or appreciation, or 
any tax in the nature of estate duty or inheritance, then the imposition of any such tax shall not be applicable to the 
company or to any of its operations or its shares, debentures or other obligations, until March 31, 2035. The 
company could be subject to taxes in Bermuda after that date. This assurance is subject to the proviso that it is not to 
be construed so as to prevent the application of any tax or duty to such persons as are ordinarily resident in Bermuda 
or to prevent the application of any tax payable in accordance with the provisions of the Land Tax Act 1967 or 
otherwise payable in relation to any property leased to the company. The company pays annual Bermuda 
government fees and one or more licensed Bermuda subsidiaries pay annual insurance license fees. In addition, all 
entities employing individuals in Bermuda are required to pay a payroll tax and there are other sundry taxes payable, 
directly or indirectly, to the Bermuda government.

Canadian Tax Risks

The exchange of class A exchangeable shares for Brookfield Class A Shares pursuant to the exercise of the 
exchange right will result in a disposition of the class A exchangeable shares for Canadian federal income tax 
purposes.

The exchange of class A exchangeable shares for Brookfield Class A Shares pursuant to the exercise of the 
exchange right will result in a disposition of the class A exchangeable shares for Canadian federal income tax 
purposes. Resident Holders (as defined herein) generally will be subject to Canadian federal income tax on any 
resulting capital gain as further described under “Certain Material Canadian Federal Income Tax Considerations — 
Taxation of Holders Resident in Canada”. Non-Resident Holders (as defined herein) generally will not be subject to 
Canadian federal income tax on any resulting capital gain unless the class A exchangeable shares constitute “taxable 
Canadian property” (as defined in the Tax Act) of the Non-Resident Holder as further described under “Certain 
Material Canadian Federal Income Tax Considerations — Taxation of Holders not Resident in Canada”.

Dividends received or deemed to be received by Resident Holders on the class A exchangeable shares will not be 
subject to the same Canadian federal income tax treatment as taxable dividends received or deemed to be received 
by Resident Holders from “taxable Canadian corporations”.

Dividends received (or deemed to be received) on the class A exchangeable shares by a Resident Holder 
who is an individual will be included in computing the Resident Holder’s income and will not be subject to the 
gross-up and dividend tax credit rules normally applicable under the Tax Act to taxable dividends received from 
“taxable Canadian corporations” (as defined in the Tax Act).

Dividends received on the class A exchangeable shares by a Resident Holder that is a corporation will be 
included in computing the corporate Resident Holder’s income and such Resident Holder will not be entitled to the 
inter-corporate dividend deduction in computing taxable income which generally applies to dividends received from 
taxable Canadian corporations.

Changes in Canadian federal income tax law might adversely affect our shareholders.

There can be no assurance that Canadian federal income tax laws, the judicial interpretation thereof, or the 
administrative policies and assessing practices of the CRA will not be changed in a manner that adversely affects our 
shareholders or Brookfield Corporation, our company or their affiliates. Any such developments may have a 
material adverse effect on our shareholders or the business, financial condition, and operating results of Brookfield 
Corporation, our company or any of their affiliates.
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There can be no assurance that the class A exchangeable shares or Brookfield Class A Shares will continue to be 
qualified investments for Registered Plans.

Our company and Brookfield Corporation, as applicable, will endeavor to ensure that the class A 
exchangeable shares and Brookfield Class A Shares, as applicable, continue to be qualified investments for 
Registered Plans. However, no assurance can be given in this regard. The Tax Act imposes penalties for the 
acquisition or holding of non-qualified investments by Registered Plans. See Item 10.E “Taxation — Certain 
Material Canadian Federal Income Tax Considerations — Eligibility for Investment”.

U.S. Tax Risks

The U.S. federal base erosion and anti-abuse tax may significantly increase our tax liability. 

Our U.S. subsidiaries may be subject to the base erosion and anti-abuse tax (“BEAT”). The BEAT operates 
as a minimum tax and generally is calculated as a percentage (10% for certain taxable years before 2026 and 12.5% 
thereafter) of the “modified taxable income” of an “applicable taxpayer”. Modified taxable income is calculated by 
adding back to a taxpayer’s regular taxable income the amount of certain “base erosion tax benefits” with respect to 
certain payments made to non-U.S. affiliates, as well as the “base erosion percentage” of any net operating loss 
deductions. The BEAT applies only to the extent it exceeds a taxpayer’s regular corporate income tax liability 
(determined without regard to certain tax credits) and only in years in which the “base erosion percentage” exceeds a 
specified percentage. If applicable in any given year, the BEAT may significantly increase the tax liability of our 
U.S. subsidiaries for such year.

Our company or our non-U.S. subsidiaries may be subject to U.S. federal income taxation in an amount greater 
than expected, which could have a material adverse effect on our financial condition and operating results. 

Our company and certain of its subsidiaries are treated as foreign corporations under the U.S. Internal 
Revenue Code of 1986, as amended (the “Code”). Any such non-U.S. subsidiary that is considered to be engaged in 
a trade or business in the United States generally will be subject to U.S. federal income taxation on a net basis on its 
income that is effectively connected with such U.S. trade or business (including a branch profits tax on the portion 
of its earnings and profits that is attributable to such income, subject to certain adjustments), unless otherwise 
provided under an applicable income tax treaty. In addition, a non-U.S. subsidiary generally will be subject to U.S. 
federal income taxation on a gross basis on certain U.S.-source income, as well as a U.S. federal excise tax on 
certain premiums earned on insurance with respect to U.S. risks that are not effectively connected with a U.S. trade 
or business, unless otherwise provided under an applicable income tax treaty. 

We expect each of our non-U.S. subsidiaries to operate in a manner that will not cause it to be treated as 
engaged in a trade or business within the United States or, if applicable under an income tax treaty, engaged in a 
trade or business in the United States through a permanent establishment. However, the potential application of the 
BEAT (discussed above), the complex application of the rules for determining the U.S. federal income tax liability 
of a corporation under U.S. federal income tax reform legislation signed into law on December 22, 2017 (the “Tax 
Cuts and Jobs Act”), and other factors, including any future tax legislation, may cause some or all of the non-U.S. 
subsidiaries to conduct business differently. Moreover, there is considerable uncertainty as to when a foreign 
corporation is engaged in a trade or business within the United States and as to what constitutes a permanent 
establishment under the applicable tax treaties. 
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Based on such uncertainty, there can be no assurance that the U.S. Internal Revenue Service (the “IRS”) 
will not contend successfully that one or more of our non-U.S. subsidiaries is engaged in a trade or business (or 
carrying on business through a permanent establishment) in the United States. If one or more of the non-U.S. 
subsidiaries were treated as engaged in a trade or business (or carrying on business through a permanent 
establishment) in the United States, then such non-U.S. subsidiaries could be subject to U.S. federal income taxation 
on the portion of their net income treated as effectively connected with a U.S. trade or business (or their business 
profits attributable to a U.S. permanent establishment), as well as the U.S. branch profits tax. Any such U.S. federal 
income taxation could result in substantial tax liabilities and consequently could have a material adverse effect on 
our business, financial condition, and operating results. 

Changes in U.S. tax law might adversely affect us or our shareholders. 

The tax treatment of our company and its subsidiaries may be the subject of future U.S. tax legislation. We 
cannot predict whether any particular proposed legislation will be enacted or, if enacted, what the specific provisions 
or the effective date of any such legislation would be, or whether it would have any effect on our company or its 
subsidiaries. No assurance can be provided that future legislative, administrative, or judicial developments will not 
result in an increase in the amount of U.S. tax payable by our company, its subsidiaries, or shareholders. Any such 
developments could have a material and adverse effect on shareholders or our business, financial condition, and 
operating results. 

If our company is classified as a passive foreign investment company, U.S. persons who own class A 
exchangeable shares could be subject to adverse U.S federal income tax consequences. 

If our company is classified as a passive foreign investment company (“PFIC”) for U.S. federal income tax 
purposes, a U.S. Holder (as defined below) who owns class A exchangeable shares could be subject to adverse tax 
consequences, including a greater tax liability than might otherwise apply, an interest charge on certain taxes 
deemed deferred as a result of our company’s non-U.S. status, and additional U.S. tax filing obligations, regardless 
of the number of class A exchangeable shares owned. 

In general, a non-U.S. corporation will be a PFIC during a taxable year if (i) 75% or more of its gross 
income constitutes passive income or (ii) 50% or more of its assets produce, or are held for the production of, 
passive income. For these purposes, passive income generally includes interest, dividends, and other investment 
income. However, under an “active insurance” exception, income is not treated as passive if it is derived in the 
“active conduct” of an insurance business by a “qualifying insurance corporation”. The IRS has issued final and 
proposed regulations providing guidance on various aspects of the PFIC rules, including the active insurance 
exception. The proposed regulations will not be effective unless and until they are adopted in final form, although 
taxpayers generally may rely on the proposed regulations before adoption, provided the proposed regulations are 
applied consistently.

Based on the current and expected income, assets, and activities of our company, we do not expect our 
company to be classified as a PFIC for the current taxable year or in the foreseeable future. However, there is 
significant uncertainty regarding the application of the final and proposed regulations. The IRS has requested 
comments on several aspects of the proposed regulations governing the active conduct of an insurance business, and 
it is uncertain when the proposed regulations will be made final or whether the provisions of any final or temporary 
regulations will vary from the proposed regulations. Moreover, the PFIC determination is made annually at the end 
of each taxable year and depends on a number of factors, some of which are beyond our company’s control, 
including the value of our company’s assets and the amount and type of its income. Accordingly, there can be no 
assurance that our company or any of its non-U.S. subsidiaries will not be classified as a PFIC for any taxable year 
or that the IRS will agree with our company’s belief regarding its PFIC status. U.S. Holders are urged to consult 
their tax advisers regarding the application of the PFIC rules, including the final and proposed regulations, with 
respect to their ownership and disposition of class A exchangeable shares. 
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If any of our non-U.S. subsidiaries is determined to have related person insurance income, U.S. persons who own 
class A exchangeable shares may be subject to U.S. federal income taxation on their pro rata share of such 
income. 

If, for U.S. federal income tax purposes, any of our non-U.S. subsidiaries is treated as recognizing “related 
person insurance income” (“RPII”) in a taxable year and is also treated for such purposes in such taxable year as a 
“controlled foreign corporation” (an “RPII CFC”), then each U.S. person that owns class A exchangeable shares 
directly or indirectly through non-U.S. entities as of the last day in such taxable year generally must include in gross 
income its pro rata share of the RPII, determined as if the RPII were distributed proportionately only to all such U.S. 
persons, regardless of whether that income is distributed (with certain adjustments). A U.S. Holder that is a tax-
exempt organization would be required to treat RPII as unrelated business taxable income.

RPII generally is any income of a non-U.S. corporation attributable to insuring or reinsuring risks of a U.S. 
person that owns (or is treated as owning) stock of such non-U.S. corporation, or risks of a person that is treated as 
related to such U.S. person for U.S. federal income tax purposes. However, the RPII rules do not apply to income 
derived from a non-U.S. insurance subsidiary if (i) direct and indirect insureds and persons related to such insureds, 
whether or not U.S. persons, are treated as owning (directly or indirectly through entities) less than 20% of the 
voting power and less than 20% of the value of the shares of such non-U.S. insurance subsidiary or (ii) RPII, 
determined on a gross basis, is less than 20% of the gross insurance income of such non-U.S. insurance subsidiary 
for the taxable year. In general, our company believes that its non-U.S. insurance subsidiaries are likely to have 
operated in such a manner as to qualify for at least one of the foregoing exceptions. However, our company does not 
track the identity of shareholders or persons who are insured by its subsidiaries for this purpose, and therefore our 
company has made no formal determination as to whether either of the foregoing exceptions applies to any of its 
non-U.S. subsidiaries.

The IRS has issued proposed regulations providing guidance on certain aspects of the determination of 
RPII, including RPII arising from insurance coverage of a person related to a U.S. shareholder of a RPII CFC, as 
well as certain “cross-insurance” arrangements. Although we continue to evaluate the implications of the proposed 
regulations, we do not expect the proposed regulations, if finalized as proposed, to cause U.S. Holders to be treated 
as earning RPII.

The application of the RPII rules to U.S. Holders is subject to uncertainty. Accordingly, there can be no 
assurance that the above RPII rules will not apply or that the IRS will agree with our company’s conclusions 
regarding the application of the RPII rules. U.S. Holders are urged to consult their tax advisers regarding the 
application of the RPII rules, including the proposed regulations, with respect to their ownership and disposition of 
class A exchangeable shares.

U.S. persons who sell or otherwise dispose of class A exchangeable shares in a taxable transaction may be 
required to treat gain as ordinary income for U.S. federal income tax purposes and comply with certain reporting 
requirements. 

In general, if a U.S. person sells or taxably disposes of shares of a non-U.S. corporation that would be taxed 
under the provisions of the Code applicable to U.S. insurance companies if it were a U.S. corporation, and the non-
U.S. corporation is (or would be but for certain exceptions) treated as an RPII CFC, then any gain realized on the 
disposition may be recharacterized as a dividend to the extent of the U.S. person’s share of the corporation’s 
undistributed earnings and profits that were accumulated during the period that the U.S. person owned the shares 
(possibly whether or not those earnings and profits are attributable to RPII). In addition, the shareholder might be 
required to comply with certain reporting requirements, regardless of the number of shares owned. 
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Our company does not directly engage in an insurance or reinsurance business, but it has non-U.S. 
subsidiaries that do so. Based on the absence of legal authority, there is a strong argument that gain realized upon the 
disposition of class A exchangeable shares should not be recharacterized as a dividend for U.S. federal income tax 
purposes under this special rule, because our company is not directly engaged in the insurance business. However, 
there can be no assurance that the IRS will not successfully assert this tax treatment applies in such circumstances 
and thus may apply to a U.S. Holder who recognizes taxable gain from the sale or other taxable disposition of class 
A exchangeable shares. U.S. Holders are urged to consult their tax advisers regarding the application of the 
foregoing rules to their ownership and disposition of class A exchangeable shares. 

We may become subject to U.S. withholding tax under FATCA. 

The Foreign Account Tax Compliance provisions of the Hiring Incentives to Restore Employment Act of 
2010 (“FATCA”) impose a 30% withholding tax on “withholdable payments” made to a “foreign financial 
institution” or a “non-financial foreign entity”, unless such financial institution or entity satisfies certain information 
reporting or other requirements. Withholdable payments include certain U.S.-source income, such as interest, 
dividends, and other passive income. We intend to comply with FATCA, so as to ensure that the 30% withholding 
tax does not apply to any withholdable payments received by our company or any of our non-U.S. subsidiaries. 
However, no assurance can be provided in this regard. We may become subject to withholding tax or penalties if we 
are unable to comply with FATCA. 

There is U.S. income tax risk associated with reinsurance between U.S. insurance companies and their non-U.S. 
affiliates. 

If a reinsurance agreement is entered into among related parties, the IRS is permitted to reallocate or 
recharacterize income, deductions, or certain other items, and to make any other adjustment, to reflect the proper 
amount, source, or character of the taxable income of each of the parties. If the IRS were to successfully challenge 
our reinsurance arrangements, then our business, financial condition, and operating results could be adversely 
affected. 

The treatment of the class A exchangeable shares for U.S. federal income tax purposes is uncertain. 

The U.S. federal income tax consequences to U.S. Holders of the ownership and disposition of class A 
exchangeable shares depend, in part, on whether the class A exchangeable shares are, for U.S. federal income tax 
purposes, treated as stock of our company. No authority directly addresses the U.S. federal income tax treatment of a 
security with terms and related rights similar to the class A exchangeable shares, and therefore the tax treatment of 
the class A exchangeable shares is uncertain. We treat the class A exchangeable shares as stock of our company for 
all U.S. federal income tax purposes, but alternative characterizations are possible. For example, the IRS or a court 
might characterize the class A exchangeable shares and related rights as Brookfield Class A Shares or as a derivative 
financial instrument, with complex and uncertain tax consequences that could be materially different from the 
consequences described in this Form 20-F. No assurance can be provided that the IRS or a court will agree with our 
position that the class A exchangeable shares constitute stock of our company, and the U.S. federal income tax 
consequences of an alternative characterization of the class A exchangeable shares could be materially adverse to 
U.S. Holders. U.S. Holders are urged to consult their tax advisers regarding the proper treatment of the class A 
exchangeable shares for U.S. federal income tax purposes. 

The exchange of class A exchangeable shares for Brookfield Class A Shares pursuant to the exercise of the 
exchange right may result in the U.S. federal income taxation of any gain realized by a U.S. Holder. 

In general, a U.S. Holder is expected to recognize capital gain or loss for U.S. federal income tax purposes 
upon the exchange of class A exchangeable shares for Brookfield Class A Shares pursuant to the exercise of the 
exchange right equal to the difference between the amount realized upon the exchange and the holder’s adjusted tax 
basis in the class A exchangeable shares. The amount realized will equal the amount of cash, if any, plus the fair 
market value of the Brookfield Class A Shares received upon exercise of the exchange right.
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ITEM 4. INFORMATION ON THE COMPANY

4.A HISTORY AND DEVELOPMENT OF THE COMPANY

Overview

Our company was incorporated on December 10, 2020 under the Bermuda Act as an exempted company 
limited by shares. Our company was established by Brookfield Corporation to own and operate a leading capital 
solutions business providing insurance and reinsurance services to individuals and institutions. Through its operating 
subsidiaries, our company offers a broad range of insurance products and services, including life insurance and 
annuities, and personal and commercial property and casualty insurance. In doing so, we seek to match our liabilities 
with a portfolio of high-quality investments in order to generate attractive, risk-adjusted returns within our business. 
We leverage our relationship with Brookfield in order to opportunistically source new business and deploy our 
capital in assets that are tailored to our investment needs. 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.

The class A exchangeable shares are listed on the NYSE and the TSX under the symbol “BNRE”. 

We are subject to the informational requirements of the Exchange Act. In accordance with these 
requirements, we file reports and other information as a foreign private issuer with the SEC. The SEC maintains an 
Internet site that contains reports, proxy and information statements, and other information relating to our company. 
The site is located at http://www.sec.gov. Similar information can also be found on our website at https://
bnre.brookfield.com. In addition to carefully considering the disclosure made in this Form 20-F, shareholders are 
strongly encouraged to carefully review Brookfield Corporation’s periodic reporting. Brookfield Corporation is 
required to file reports, including annual reports on Form 40-F, and other information with the SEC. Brookfield 
Corporation’s SEC filings are available to the public from the SEC’s website noted above. Copies of documents that 
have been filed with the Canadian securities authorities can be obtained at www.sedar.com. Information about 
Brookfield Corporation, including its SEC filings, is also available on its website at https://brookfield.com. The 
information found on, or accessible through, our or Brookfield Corporation’s website does not form part of this 
Form 20-F. See also Item 10.H “Documents on Display”.

Recent Developments

2023

Argo Group Acquisition

On February 8, 2023, our company entered into a definitive merger agreement with Argo Group, whereby 
our company will acquire Argo Group in an all-cash transaction valued at approximately $1.1 billion (the “Argo 
Group Acquisition”).

Argo Group is a distinctive U.S. focused underwriter of specialty insurance products with well-established 
businesses operating in the property and casualty market. Argo offers a full line of products and services designed to 
meet the unique coverage and claims handling needs of businesses. Following closing of the Argo Group 
Acquisition, Argo Group will further diversify our operations by adding a foundational piece to our expanding U.S. 
property and casualty operations.

The Argo Group Acquisition is expected to close in the second half of 2023, subject to approval by Argo 
Group shareholders and other closing conditions customary for a transaction of this type, including insurance 
regulatory approvals in relevant jurisdictions and the expiration of termination of the applicable waiting period 
under the Hart-Scott Rodino Antitrust Improvements Act of 1976.
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2022

Special Distribution 

On December 9, 2022, Brookfield Corporation (formerly Brookfield Asset Management Inc.) completed 
the public listing and distribution of a 25% interest in its asset management business, through Brookfield Asset 
Management Ltd. by way of a plan of arrangement (the “Brookfield Arrangement”). The Brookfield Arrangement 
resulted in the division of Brookfield Asset Management Inc. into two publicly traded companies – Brookfield 
Corporation and Brookfield Asset Management.

In connection with the Brookfield Arrangement, our company completed the previously announced special 
distribution (the “Special Distribution”) of shares of Brookfield Asset Management Ltd. to the holders of our 
company’s class A exchangeable shares and class B shares. Pursuant to the Special Distribution, holders of our class 
A exchangeable shares and class B shares received one (1) share of Brookfield Asset Management Ltd. for every 
four (4) class A exchangeable shares or class B shares held as of the record date for the Special Distribution, while 
retaining their shares of our company. The Special Distribution was completed by way of a return of capital, 
resulting in a reduction to the par value of the class A exchangeable shares and class B shares of our company in the 
amount of US$5.481 per share.

Name Change

On December 9, 2022, our company announced that it had changed its name from “Brookfield Asset 
Management Reinsurance Partners Ltd.” to “Brookfield Reinsurance Ltd.” in order to facilitate continuing alignment 
between the names of our company and Brookfield Corporation following the completion of the Brookfield 
Arrangement. Our company’s class A exchangeable shares listed on each of the New York Stock Exchange and the 
Toronto Stock Exchange also began trading under our new name and trading symbol “BNRE” at market open on 
December 14, 2022. Our class A exchangeable shares continue to be the economic equivalent of Brookfield Class A 
Shares and remain exchangeable on a one for one basis.

Appointment of Chief Financial Officer and Chief Investment Officer

On August 11, 2022 our company announced the appointment of Thomas Corbett as Chief Financial 
Officer and Lorenzo Lorilla as Chief Investment Officer.

American National 

On May 25, 2022 our company completed the acquisition of American National in an all-cash transaction 
valued at approximately $5.1 billion. Under the terms of the transaction, our company acquired all issued and 
outstanding shares of American National at a price of $190 per share.

American National is the parent company of the American National companies, including American 
National Insurance Company, which was founded in 1905 and is headquartered in Galveston, Texas. American 
National offers a broad line of products and services, which include life insurance, annuities, health insurance, credit 
insurance, pension products and property and casualty insurance for personal lines, agribusiness and certain 
commercial exposures. The American National companies operate in all 50 states.

American National has become the platform for our company’s direct insurance operations in the U.S., 
including origination of life, annuity and property and casualty insurance policies and is also expected to be the 
platform for further growth of our company in the United States. American National will maintain its headquarters 
in Galveston, TX, its presence in League City, TX, and operating hubs in Springfield, MO and Albany, NY.
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AEILIC Strategic Partnership

On January 7, 2022, we purchased an additional 6,775,000 shares of common stock of AEL Holdings, bringing our 
total combined equity interest in AEL Holdings to approximately 18.74% as of the date of this Form 20-F. We 
acquired the additional shares of AEL Holdings at a price of $37.33 per share, being the adjusted book value of 
AEL Holdings as of September 30, 2021, for total consideration of approximately $253 million.

2021

AEILIC Strategic Partnership

On June 24, 2021, we acquired 9,106,042 common shares of AEL Holdings from Brookfield, together with 
the right under the AEL Investment Agreement to acquire additional shares of common stock of AEL Holdings in 
order to increase our equity interest to up to 19.9% (and not less than 15%) of the issued and outstanding shares of 
common stock of AEL Holdings. On June 10, 2021, our company was issued 3,021 restricted common stock of 
AEL Holdings as compensation for director services provided by Sachin Shah, the CEO of our company to 
AEL Holdings.

On October 11, 2021, we announced the closing of our previously-announced transaction to reinsure up to 
$10 billion of annuity products issued by AEILIC, a subsidiary of AEL Holdings. Under the agreement, our 
company has reinsured a block of approximately $4 billion of in-force policies and has agreed to reinsure up to an 
additional approximately $6 billion of AEL Holding’s “IncomeShield” or other mutually agreed liabilities issued by 
AEILIC on a flow basis. As of December 31, 2022, we had reinsured approximately $1.6 billion of liabilities on a 
flow basis under the agreement.

4.B BUSINESS OVERVIEW

Overview

Our company operates a capital solutions business providing insurance and reinsurance services to 
individuals and institutions. Through its operating subsidiaries, our company offers a broad range of insurance 
products and services, including life insurance and annuities, and personal and commercial property and casualty 
insurance. Our business is presently conducted through our subsidiaries under three operating segments, which we 
refer to as our reinsurance business, our Pension Risk Transfer (“PRT”) business and our direct insurance business.

Direct Insurance

American National has become the platform for our third primary operating line: direct origination of life, 
annuity and property and casualty insurance policies, which we refer to as direct insurance.

American National, founded in 1905 and headquartered in Galveston, Texas, offers a broad spectrum of 
products and services through its subsidiaries, which include life insurance, annuities, property and casualty 
insurance, health insurance, credit insurance, and pension products. The American National companies operate in all 
50 states, the District of Columbia and Puerto Rico.

Following closing of the Argo Group Acquisition, we expect that Argo Group will further expand the 
property and casualty business of our direct insurance operating segment.
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Life Insurance

Whole Life. Whole life products provide a guaranteed benefit upon the death of the insured in return for the 
periodic payment of a fixed premium over a predetermined period. Premium payments may be required for the 
entire life of the contract, to a specified age or a fixed number of years, and may be level or change in accordance 
with a predetermined schedule. Whole life insurance includes some policies that provide a participation feature in 
the form of dividends. Policyholders may receive dividends in cash or apply them to increase death benefits or cash 
values available upon surrender, or reduce the premiums required to maintain the contract in-force.

Universal Life. Universal life insurance products provide coverage through a contract that gives the 
policyholder flexibility in premium payments and coverage amounts. Universal life products may allow the 
policyholder, within certain limits, to increase or decrease the amount of death benefit coverage over the term of the 
contract and to adjust the frequency and amount of premium payments. Universal life products are interest rate 
sensitive, and we determine the interest crediting rates during the contract period, subject to policy specific 
minimums. An equity-indexed universal life product is credited with interest using a return that is based, in part, on 
changes in an index, such as the Standard & Poor’s 500 Index (“S&P 500”), subject to a specified minimum.

Variable Universal Life. Variable universal life products provide insurance coverage on a similar basis as 
universal life, except that the policyholder bears the investment risk because the value of the policyholder’s account 
balance varies with the investment experience of the securities selected by the policyholder held in the separate 
account.

Credit Life Insurance. Credit life insurance products are sold in connection with a loan or other credit 
account. Credit life insurance products are designed to pay to the lender the borrower’s remaining debt on a loan or 
credit account if the borrower dies during the coverage period.

Annuities

Deferred Annuities. A deferred annuity is an asset accumulation product. Deposits are received as a single 
premium deferred annuity or in a series of payments for a flexible premium deferred annuity. Deposits are credited 
with interest at our determined rates subject to policy minimums. For certain limited periods of time, usually from 
one to ten years, interest rates are guaranteed not to change. Deferred annuities usually have surrender charges that 
begin at issue and reduce over time and may have market value adjustments that can increase or decrease any 
surrender value. An equity-indexed deferred annuity is credited with interest using a return that is based, in part, on 
changes in an index, such as the S&P 500, subject to a specified minimum.

Single Premium Immediate Annuity. A Single Premium Immediate Annuity is purchased with one premium 
payment, providing periodic (usually monthly or annual) payments to the annuitant for a specified period, such as 
for the remainder of the annuitant’s life. Return of the original deposit may or may not be guaranteed, depending on 
the terms of the annuity contract.

Variable Annuities. With a variable annuity, the policyholder bears the investment risk because the value of 
the policyholder’s account balance varies with the investment experience of the separate account investment options 
selected by the policyholder. Our variable annuity products have no guaranteed minimum withdrawal benefits.

Property and Casualty

Personal Lines. Personal lines include insurance policies sold to individuals for auto, homeowners, and 
other similar exposures. Auto insurance covers specific risks involved in owning and operating an automobile. 
Homeowner insurance provides coverage that protects the insured owner’s property against loss from perils. Other 
personal insurance provides coverage for property such as boats, motorcycles and recreational vehicles, and 
umbrella protection coverage.
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Commercial Lines. Commercial lines are primarily focused on providing insurance to agricultural related 
operations and small to midsize businesses. This includes property and casualty coverage tailored for a farm, ranch, 
or other agricultural-related businesses. Commercial auto insurance is typically issued in conjunction with the sale of 
our policies covering farms, ranches, and businesses and covers specific risks involved in owning and operating 
motor vehicles. Business owners’ property and liability insurance, workers’ compensation insurance, and other 
commercial insurance encompassing umbrella protection coverage and other liability coverages, are also offered.

Specialty Markets. Specialty Markets products include renters, mortgage security, aviation, private flood, 
and credit insurance. Credit insurance provides protection to borrowers and the creditors that extend credit to them 
against unpaid indebtedness as a result of death, disability, involuntary unemployment, or untimely loss to the 
collateral securing a personal or mortgage loan.

• Collateral or Creditor Protection Insurance. Collateral or Creditor Protection Insurance provides 
insurance against loss, expense to recover, or damage to personal property pledged as collateral 
(typically automobiles and homes) resulting from fire, burglary, collision, or other loss occurrence that 
would either impair a creditor’s interest or adversely affect the value of the collateral. The coverage is 
purchased from us by the lender according to the terms of the credit obligation and charged to the 
borrower by the lender when the borrower fails to provide the required insurance.

• Guaranteed Auto Protection or Guaranteed Asset Protection. Guaranteed Auto Protection or 
Guaranteed Asset Protection insures the excess outstanding indebtedness over the primary property 
insurance benefits that may occur when there is a total loss to or an unrecovered theft of the collateral. 
GAP can be written on a variety of assets that are used as collateral to secure credit; however, it is most 
commonly written on automobiles.

As of December 31, 2022, American National and its subsidiaries had $19.7 billion of future policy 
benefits and policyholder account balances.

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.
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Fixed Annuities

A fixed annuity 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 fixed annuity 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 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. Fixed index annuity’s 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 fixed index 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.

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.”). As of the date of this Form 20-F, our subsidiaries have 
reinsurance and retrocession agreements with two third parties to reinsure a block of U.S. annuities and fixed 
indexed annuities. As of December 31, 2022, NER SPC and NER Ltd. had $5.9 billion and $1.5 billion of future 
policy benefits, 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. 
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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 and American National Insurance Company 
(“ANICO”), a Texas-domiciled licensed and regulated direct insurance company. 

BAC was incorporated in August 2016 and wrote its first group annuity policy in the first quarter of 2017. 
As of December 31, 2022, BAC had $3.0 billion (December 31, 2021 - $2.2 billion) of future policy benefits. 
ANICO launched its US PRT business and entered into its first ever PRT transaction in the fourth quarter of 2022. 
We expect ANICO to continue to be active in the US PRT market in 2023.

Investment Strategy

Our ability to match liabilities with a portfolio of high-quality investments is integral to our overall 
strategy. We leverage our strategic relationship with Brookfield in order to gain access to higher-yielding alternative 
assets that are well-matched to our liabilities and in turn earn attractive risk-adjusted returns within our business.

Brookfield Corporation is focused on deploying its capital on a value basis and compounding it over the 
long term. This capital is allocated across its three core pillars of asset management, insurance solutions and its 
operating businesses. Employing a disciplined investment approach, Brookfield Corporation leverages its deep 
expertise as an owner and operator of real assets, as well as the scale and flexibility of its capital, to create value and 
deliver strong risk-adjusted returns across market cycles.

Brookfield Asset Management is a leading global alternative asset manager with over $800 billion of assets 
under management across real estate, infrastructure, renewable power and transition, private equity and credit. It 
invests client capital for the long-term with a focus on real assets and essential service businesses that form the 
backbone of the global economy. It offers a range of alternative investment products to investors around the world 
— including public and private pension plans, endowments and foundations, sovereign wealth funds, financial 
institutions, insurance companies and private wealth investors. It draws on Brookfield’s heritage as an owner and 
operator to invest for value and seeks to generate strong returns for its clients, across economic cycles.

Brookfield’s global alternative asset management business is owned 75% by Brookfield Corporation and 
25% by Brookfield Asset Management through their ownership of common shares of the Asset Management 
Company.

Brookfield provides our operating subsidiaries with a full suite of services relating to our investment 
portfolios, including direct investment management, asset allocation and portfolio optimization, direct origination 
and investment structuring and various associated support services including investment compliance, accounting, 
reporting, tax and legal. We receive these services from Brookfield under the terms of the investment management 
agreements between Brookfield and our operating subsidiaries. See Item 10.C “Material Contracts — Investment 
Management Agreements”.
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In sourcing investment opportunities for our company, Brookfield takes into consideration the unique 
characteristics of our business, including the nature of our liabilities, our overall risk tolerance and the 
macroeconomic environment in which we operate. In its capacity as investment manager, Brookfield is bound at all 
times by the investment guidelines attaching to our various investment accounts, which are set by our operating 
companies in consideration of the specific legal, contractual and commercial requirements of such accounts in 
addition to our overall investment objectives.

Competition

Our business faces competition from both well established players and new entrants in the industry, 
including insurance and reinsurance companies, financial institutions and traditional and alternative asset managers. 
The reinsurance market is increasingly competitive as globally and traditional life and annuity insurance providers 
are challenged to find places to invest into stable, income-oriented investment products using their existing 
investment capabilities and are looking to external parties to reinsure existing liabilities. Competition within our 
annuities reinsurance business includes other insurance and reinsurance companies, larger-scale pension plans and 
asset management firms that provide long duration capital.

In the PRT market in Canada, there are currently six large-scale national institutions who we consider 
competitors. In the PRT market in the US, there are currently 20 diversified industry participants who we consider 
competitors. There is the potential for the entry of global insurers into the Canadian and US markets. Our 
competition includes life and annuity companies and diversified financial institutions.

Within our direct insurance business, strong competition for customers has led to increased marketing and 
advertising by our competitors, many of whom have well-established national reputations and greater financial and 
marketing resources, as well as the introduction of new insurance products and aggressive pricing. These 
competitive pressures could result in increased pricing pressures on a number of our products and services, 
particularly as competitors seek to win market share, and may limit our ability to maintain or increase our 
profitability. Because of its relatively low cost of entry, the Internet has emerged as a significant place of new 
competition, both from existing competitors and new competitors. In addition, product development and life-cycles 
have shortened in many product segments, leading to intense competition with respect to product features.

There is also growing competition in the pursuit of inorganic growth through investments and/or strategic 
partnerships in insurers and reinsurers. Overall, we face competition from other well-capitalized insurance 
companies, financial institutions and alternative asset managers looking to grow through direct investment and 
platform acquisitions. We believe our history of executing on complex, large scale transactions, together with our 
relationship with Brookfield, its strong reputation with financial regulators and potential counterparties, and its 
extensive track record of sourcing and executing complex transactions provides us with a competitive advantage 
over others in this space.

Financial Strength and Credit Ratings

Financial strength and credit ratings are an important competitive factor in the insurance and reinsurance 
industries. They directly affect our company’s ability to access funding and the related cost of borrowing, the 
attractiveness of our products to customers and our attractiveness as a reinsurer to potential ceding companies and 
requirements for derivatives collateral posting. Ratings are subject to revision or withdrawal at any time by the 
assigning rating organization, ratings are not a recommendation to buy, sell or hold securities, and each rating should 
be evaluated independently of any other rating.

Financial strength ratings are directed toward policyholders and not holders of securities. Financial strength 
ratings represent the opinion of rating organizations regarding the ability of an insurance company to pay obligations 
under insurance policies and contracts in accordance with their terms. 
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Credit ratings indicate the rating organization’s opinion regarding a debt issuer’s ability to meet the terms 
of debt obligations in a timely manner. They are important factors in our overall funding profile and ability to access 
certain types of liquidity. Each rating organization has its own capital adequacy evaluation methodology, and 
assessments are generally based on a combination of factors. In addition to heightening the level of scrutiny that 
they apply to insurance companies, rating organizations have increased and may continue to increase the frequency 
and scope of their credit reviews, may request additional information from the companies that they rate and may 
change the capital and other requirements employed in the rating organization models for maintenance of certain 
ratings levels.

Rating organizations use an “outlook statement” of “positive,” “stable,” ‘‘negative’’ or “developing” to 
indicate a medium- or long-term trend in credit fundamentals which, if continued, may lead to a rating change. A 
rating may have a “stable” outlook to indicate that the rating is not expected to change; however, a “stable” rating 
does not preclude a rating organization from changing a rating at any time, without notice. Certain rating 
organizations assign rating modifiers such as “credit watch” or “under review” to indicate their opinion regarding 
the potential direction of a rating. These ratings modifiers are generally assigned in connection with certain events 
such as potential mergers, acquisitions, dispositions or material changes in a company’s results, in order for the 
rating agency to perform its analysis to fully determine the rating implications of the event.

A.M. Best’s Financial Strength Ratings range from “A++” (Superior) to “S” (Suspended) and include 16 
separate ratings categories. A.M. Best’s Long-Term Issuer Credit Ratings range from “aaa” (Exceptional) to 
“c” (Poor) and include 21 separate ratings categories. As of December 31, 2022, A.M. Best had issued credit or 
financial strength ratings and outlook statements regarding us as follows:

Company

Financial 
Strength
Rating

Issuer Credit 
Rating Outlook

Brookfield Annuity Company A – (4th of 16) a – (7th of 21) Stable
North End Re (Cayman) SPC A – (4th of 16) a – (7th of 21) Stable
North End Re Ltd. A – (4th of 16) a – (7th of 21) Stable
American National Insurance Company A (3rd of 16) a + (5th of 21) Stable
American National Life Insurance Company of New York A (3rd of 16) a + (5th of 21) Stable
American National Life Insurance Company of Texas A (3rd of 16) a + (5th of 21) Stable
Standard Life and Accident Insurance Company A (3rd of 16) a + (5th of 21) Stable
American National Property and Casualty Company A (3rd of 16) a + (5th of 21) Stable
American National General Insurance Company A (3rd of 16) a + (5th of 21) Stable
ANPAC Louisiana Insurance Company A (3rd of 16) a + (5th of 21) Stable
American National Lloyds Insurance Company A (3rd of 16) a + (5th of 21) Stable
Pacific Property and Casualty Company A (3rd of 16) a + (5th of 21) Stable
American National County Mutual Insurance Company A (3rd of 16) a + (5th of 21) Stable
Farm Family Casualty Insurance Company A (3rd of 16) a + (5th of 21) Stable
United Farm Family Insurance Company A (3rd of 16) a + (5th of 21) Stable
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Fitch’s Financial Strength Ratings range from “AAA” (Exceptionally Strong) to “C” (Distressed) and 
include 19 separate ratings categories. Fitch’s National Long-Term Credit Ratings range from “AAA” (highest 
credit quality) to “RD” (restricted default) and include 21 separate ratings categories. As of December 31, 2022, 
Fitch Ratings had issued credit or financial strength ratings and outlook statements regarding us as follows:

Company

Financial 
Strength
Rating

Issuer Credit 
Rating Outlook

American National Insurance Company A (6th of 19) - Stable
American National Life Insurance Company of New York A (6th of 19) - Stable

American National Group, LLC -
BBB+(8th of 
21) Stable

S&P’s Insurer Financial Strength Ratings range from “AAA” (Extremely Strong) to “R” (under regulatory 
supervision) and include 22 separate ratings categories. S&P’s Long-term Issuer Credit Ratings range from 
“AAA” (Investment Grade) to “C” (Speculative Grade) and include 21 separate ratings categories. As of December 
31, 2022, S&P Global Ratings had issued credit or financial strength ratings and outlook statements regarding us as 
follows:

Company

Financial 
Strength
Rating

Issuer Credit 
Rating Outlook

American National Insurance Company A (6th of 22) - Stable
American National Life Insurance Company of New York A (6th of 22) - Stable
American National Group, LLC - BBB (9th of 21) Stable

Regulatory Framework

Our reinsurance business currently operates through North End Re. NER Ltd. is subject to and must comply 
with all applicable Bermuda law and is subject to regulation and supervision by the BMA and compliance with 
Bermuda insurance statutes and regulations. NER SPC is subject to regulation and supervision by CIMA and 
compliance with all applicable Cayman Islands’ laws, including Cayman Islands’ insurance statutes, regulations and 
CIMA published policies, procedures and guidance.

Our Canadian PRT business, operating through our Canadian insurer BAC, is subject to regulation and 
supervision by The Office of the Superintendent of Financial Institutions (Canada) (“OSFI”), and compliance with 
all applicable Canadian law and federal, provincial and territorial insurance statutes and regulations. Our US PRT 
business, operating through our US insurer ANICO, is subject to regulation and supervision by applicable insurance 
regulators, statutes and regulations.

Our direct insurance business, operating through American National, is subject to regulation and 
supervision by applicable insurance regulators, statutes and regulations. 

A summary of certain of the laws, regulations and frameworks to which we are currently subject is set forth 
below.
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Bermuda

The Bermuda Insurance Act regulates the insurance business of Bermuda reinsurance entities and provides 
that no person may carry on any insurance business in or from within Bermuda unless registered as an insurer under 
such act by the BMA. The BMA is required by the Bermuda Insurance Act to determine whether the applicant is a 
fit and proper body to be engaged in the insurance business and, in particular, whether it has, or has available to it, 
adequate knowledge and expertise to operate an insurance business.

The continued registration of an insurer is subject to the insurer complying with the terms of its registration 
and such other conditions as the BMA may impose from time to time. The Bermuda Insurance Act also grants to the 
BMA powers to supervise, investigate and intervene in the affairs of insurance companies.

The Bermuda Insurance Act imposes on Bermuda insurance companies solvency standards as well as 
auditing and reporting requirements.

NER Ltd. is registered under the Bermuda Insurance Act to carry on long-term business, generally defined 
to include life, annuity and accident and health insurance, as a Class E insurer. Class E is the license class for long-
term insurers and reinsurers with total assets of more than $500 million that are not registrable as a single-parent or 
multi-owner long-term captive insurer or reinsurer. NER Ltd. is not licensed to conduct general business and has not 
sought authorization as reinsurer in any state or jurisdiction of the U.S.

Freestone Re Ltd. is registered under the Bermuda Insurance Act to carry on long-term business, generally 
defined to include life, annuity and accident and health insurance, as a Class C insurer. 

Cancellation of Insurer’s Registration

The BMA is entitled to cancel the registration of NER Ltd. if it fails to comply with its obligations under 
the Bermuda Insurance Act, or if the BMA believes that NER Ltd. has not been carrying on business in accordance 
with sound insurance principles.

Public Disclosure

The BMA requires all commercial insurers and insurance groups, subject to certain exceptions, to prepare 
and publish a financial condition report on their website.

Non-insurance Business

Class E insurers are not permitted to engage in non-insurance business unless such non-insurance business 
is ancillary to its core business. Non-insurance business means any business other than insurance business and 
includes carrying on investment business, managing an investment fund as operator, carrying on business as a fund 
administrator, carrying on banking business, underwriting debt or securities or otherwise engaging in investment 
banking, engaging in commercial or industrial activities and carrying on the business of management, sales or 
leasing of real property.

Annual Financial Statements, Annual Statutory Financial Return and Annual Capital and Solvency Return

Class E insurers must file annual statutory financial statements, a capital and solvency return and annual 
audited financial statements within four months of the end of each fiscal year, unless such deadline is specifically 
extended. The Bermuda Insurance Act also prescribes rules for the preparation and substance of statutory financial 
statements, which include detailed information and analysis regarding premiums, claims, reinsurance and 
investments of the insurer.
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Fit and Proper Controllers

The BMA maintains supervision over the “controllers” of all registered insurers in Bermuda. For these 
purposes, a “controller” includes (1) the managing director of the registered insurer or its parent company, (2) the 
chief executive of the registered insurer or of its parent company, (3) a shareholder controller, and (4) any person in 
accordance with whose directions or instructions the directors of the registered insurer or its parent company are 
accustomed to act.

The definition of shareholder controller is set out in the Bermuda Insurance Act but generally refers to (1) a 
person who holds 10% or more of the shares carrying rights to vote at a shareholders’ meeting of the registered 
insurer or its parent company, (2) a person who is entitled to exercise 10% or more of the voting power at any 
shareholders’ meeting of such registered insurer or its parent company or (3) a person who is able to exercise 
significant influence over the management of the registered insurer or its parent company by virtue of its 
shareholding or its entitlement to exercise, or control the exercise of, the voting power at any shareholders’ meeting.

Under the Bermuda Insurance Act, shareholder controller ownership is defined as follows:

Actual Shareholder Controller Voting Power
Defined Shareholder 
Controller Voting Power

10% or more but less than 20%      ........................................................................................... 10%
20% or more but less than 33%      ........................................................................................... 20%
33% or more but less than 50%      ........................................................................................... 33%
50% or more  ......................................................................................................................... 50%

Where the shares of a registered insurer, or the shares of its parent company, are traded on a recognized 
stock exchange (as is the case for NER Ltd.), and a person becomes, or ceases to be, a 10%, 20%, 33%, or 50% 
shareholder controller of the insurer, that shareholder shall, within 45 days, notify the BMA in writing that such 
shareholder has become, or as a result of a disposition ceased to be, a shareholder controller of any such category.

NER Ltd. must notify the BMA in writing if any person becomes, or ceases to be, a 10%, 20%, 33%, or 
50% shareholder controller within 45 days of the acquisition or disposition.

Any person or entity who contravenes the Bermuda Insurance Act by failing to give notice or knowingly 
becoming a controller of any description before the required 45 days has elapsed is guilty of an offense under 
Bermuda law and liable to a fine of $25,000 on summary conviction.

The BMA may file a notice of objection to any person or entity who has become a controller of any 
category when it appears that such person or entity is not, or is no longer, fit and proper to be a controller of the 
registered insurer. Before issuing a notice of objection, the BMA is required to serve upon the person or entity 
concerned a preliminary written notice stating the BMA’s intention to issue formal notice of objection. Upon receipt 
of the preliminary written notice, the person or entity served may, within 28 days, file written representations with 
the BMA which shall be taken into account by the BMA in making its final determination. Any person or entity who 
continues to be a controller of any description after having received a notice of objection is guilty of an offense and 
liable on summary conviction to a fine of $25,000 (and a continuing fine of $500 per day for each day that the 
offense is continuing) or, if convicted on indictment, to a fine of $100,000 and/or 2 years in prison.
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Notification of Material Changes

All registered insurers are required to give notice to the BMA of their intention to effect a material change 
within the meaning of the Bermuda Insurance Act. For the purposes of the Bermuda Insurance Act, the following 
changes are material: (1) the transfer or acquisition of insurance business, including portfolio transfers or corporate 
restructurings, pursuant to a court-approved scheme of arrangement under Section 25 of the Bermuda Insurance Act 
or Section 99 of the BCA, (2) the amalgamation with or acquisition of another firm, (3) engaging in unrelated 
business that is retail business, (4) the acquisition of a controlling interest in an undertaking that is engaged in non-
insurance business which offers services and products to persons who are not affiliates of the insurer, 
(5) outsourcing all or substantially all of the company’s actuarial, risk management, compliance or internal audit 
functions, (6) outsourcing all or a material part of an insurer’s underwriting activity, (7) the transfer other than by 
way of reinsurance of all or substantially all of a line of business, (8) the expansion into a material new line of 
business, (9) the sale of an insurer, and (10) outsourcing of an “officer” role, as such term is defined by the Bermuda 
Insurance Act.

As a Class E insurer, NER Ltd. may not take any steps to give effect to a material change unless they have 
first served notice on the BMA that they intend to effect such material change and before the end of 30 days, either 
the BMA has notified NER Ltd. in writing that the BMA has no objection to such change or that period has lapsed 
without the BMA having issued a notice of objection.

Before issuing a notice of objection, the BMA is required to serve upon the insurer a preliminary written 
notice stating the BMA’s intention to issue formal notice of objection. Upon receipt of the preliminary written 
notice, the insurer may, within 28 days, file written representations with the BMA, which the BMA would take into 
account in making its final determination.

Supervision, Investigation and Intervention

The BMA may appoint an inspector with powers to investigate the affairs of an insurer if the BMA believes 
that an investigation is required in the interests of the insurer’s policyholders or potential policyholders. In order to 
verify or supplement information otherwise provided to the inspector, the BMA may direct an insurer to produce 
documents or information relating to matters connected with its business.

If it appears to the BMA that there is a risk of an insurer becoming insolvent, or that it is in breach of the 
Bermuda Insurance Act or any conditions imposed upon its registration, the BMA may, among other things, direct 
the insurer (1) not to take on any new insurance business, (2) not to vary any insurance contract if the effect would 
be to increase its liabilities, (3) not to make certain investments, (4) to liquidate certain investments, (5) to maintain 
or transfer to the custody of a specified bank, certain assets, (6) not to declare or pay any dividends or other 
distributions or to restrict the making of such payments, (7) to limit its premium income, (8) not to enter into any 
specified transaction with any specified persons or persons of a specified class, (9) to provide the BMA with such 
financial information regarding the insurer as the BMA may request, (10) to obtain the opinion of an actuary loss 
reserve specialist for submission to the BMA, and (11) to remove a controller or officer.

Exchange Control

The permission of the BMA is required, pursuant to the provisions of the Exchange Control Act 1972 and 
related regulations, for all issuances and transfers of shares of Bermuda companies to or from a non-resident of 
Bermuda for exchange control purposes, other than in cases where the BMA has granted permission. The BMA, in 
its notice to the public dated June 1, 2005, granted a general permission on which we intend to rely, for the issue and 
subsequent transfer of securities of a Bermuda company from and/or to a non-resident of Bermuda for exchange 
control purposes in a number of circumstances, including for so long as any shares of the company entitled to vote 
for or appoint one or more directors of the company are listed on an “Appointed Stock Exchange” (which includes 
the NYSE and the TSX).
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Economic Substance Act 2018

In December 2018, the Bermuda ESA came into effect in Bermuda. Under the provisions of the Bermuda 
ESA, every Bermuda registered entity, other than an entity which is resident for tax purposes in certain jurisdictions 
outside of Bermuda, that carries on as a business any one or more “relevant activities” referred to in the Bermuda 
ESA must satisfy economic substance requirements by maintaining a substantial economic presence in Bermuda. 
Under the Bermuda ESA, insurance or holding entity activities (both as defined in the Bermuda ESA and Economic 
Substance Regulations 2018) are relevant activities. To the extent that the Bermuda ESA applies to any of our 
entities registered in Bermuda, we will be required to demonstrate how we have complied with economic substance 
requirements by filing an annual economic substance declaration with the Registrar of Companies in Bermuda.

Any entity that must satisfy economic substance requirements but fails to do so will face automatic 
disclosure to competent authorities in any jurisdiction in which a holding entity; the ultimate parent entity; an owner; 
or the beneficial owner, of the entity is incorporated, formed, registered or resident of the information filed by the 
entity with the Bermuda Registrar of Companies in connection with the economic substance requirements and may 
also face financial penalties, restriction or regulation of its business activities and/or removal from the list of 
registered entities in Bermuda.

Commercial Insurer’s Solvency Self-Assessment

Bermuda law requires each commercial insurer to file annually a commercial insurer’s solvency self-
assessment (“CISSA”). The CISSA is designed to allow insurers to incorporate an analysis of internal capital needs 
into 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. The insurer must self-assess its capital 
requirements with respect to key risk categories and provide appropriate commentary. The insurer incorporates the 
results from the self-assessment into its key strategic decisions. 

Cayman Islands

The Cayman Insurance Act regulates the insurance business of our Cayman Islands reinsurance subsidiary, 
NER SPC, and provides that no person may carry on any insurance business in or from within the Cayman Islands 
unless that person holds a license issued by CIMA. CIMA is required by the Cayman Insurance Act to determine 
whether the business to which the application for a license relates would be carried on by persons who are fit and 
proper persons to be directors or officers of the licensee and, in particular, whether such persons have adequate 
knowledge and expertise as CIMA considers appropriate to conduct their respective functions. See “— Fit and 
Proper Requirements” below.

Regulation under the Cayman Insurance Act is a combination of self-regulation, filings of statutory 
financial statements and certifications as to compliance with the applicable statutory requirements, together with 
review and investigation by CIMA in specified circumstances. CIMA has wide ranging powers to examine the 
affairs of insurance companies, with full access to business and other records of these companies and the power to 
call on NER SPC and compel it to provide any information or explanation relating to NER SPC.

Fit and Proper Requirements

Applicants must demonstrate that the business to which the application for a license under the Cayman 
Insurance Act relates will be carried on by persons who are fit and proper persons to carry on their respective 
functions. In determining whether a person is “fit and proper”, CIMA will consider, among other things, a person’s 
(a) honesty, integrity and reputation, (b) competence and capability, and (c) financial soundness. CIMA is also 
bound by the Cayman Insurance Act to consider whether the applicant will be able to comply not only with the 
requirements of the Cayman Insurance Act but also with the Cayman Islands Anti-Money Laundering Regulations 
(2023 Revision) and to consider whether the applicant employs personnel with the necessary skills, knowledge and 
experience and maintains appropriate facilities, books and records.
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Categories of Insurance Licenses

There are four main categories of insurance licenses: (a) Class A (‘domestic’) insurers; (b) Class B 
(‘captives’); (c) Class C (‘cat-bond’ or ‘special purpose insurers’); and (d) Class D (‘reinsurers’).

NER SPC currently holds a class D license. A Class D insurer may carry on reinsurance business and any 
such other business as may be approved by CIMA.

Cayman ESA

The Cayman ESA came into operation on 1 January 2019. Under the provisions of the Cayman ESA, a 
Cayman Islands relevant entity (i.e., company incorporated under Cayman Islands company law, overseas company 
registered under Cayman Islands company law, limited liability company registered under the Limited Liability 
Companies Act or a partnership registered under the Cayman Islands Limited Liability Partnership Act (2021 
Revision)) that carries on as a business activity any one or more of the nine “relevant activities” referred to in the 
Cayman ESA must satisfy economic substance test by maintaining a substantial economic presence in the Cayman 
Islands. 

Under the Cayman ESA, the business activity of an insurance business (as defined in the Cayman Insurance 
Act) or a holding company business (as defined in the Cayman ESA) are regarded as relevant activities for the 
purposes of the Cayman ESA. To the extent that the Cayman ESA applies to any of our entities registered in the 
Cayman Islands, we are required to demonstrate compliance with economic substance test by filing an annual 
economic substance declaration with the relevant registrar in the Cayman Islands within twelve months after the last 
day of the end of each financial year for each relevant entity.

A relevant entity failing to satisfy the economic substance test may be subject to monetary penalties and to 
an order from the Grand Court upon receipt of an application from the relevant register (i.e., in the case of a 
company, the registrar of companies) for subsequently failing to satisfy the economic substance test for consecutive 
financial reporting periods.

Canada

BAC is governed by the Insurance Companies Act (Canada) (“ICA”). The ICA is administered, and 
activities of BAC are supervised, by OSFI, the primary regulator of Canadian federal financial institutions.

The ICA requires the filing of annual and other reports on the financial condition of insurance companies, 
provides for periodic examinations of insurance companies’ affairs, imposes restrictions on transactions with related 
parties, and sets out requirements governing certain aspects of insurance companies’ businesses.

OSFI has extensive powers to intervene in the affairs of regulated insurance companies, including the 
power to request information or documents, to conduct investigations, to require that appropriate actions are taken to 
address issues identified by OSFI and to levy fines. OSFI may intervene and assume control of an insurance 
company governed by the ICA if OSFI deems that the amount of the company’s available capital is not sufficient.

Investment Powers

Under the ICA, BAC must maintain a prudent portfolio of investments and loans, subject to certain overall 
limitations on the amount it may invest in certain classes of investments. Additional restrictions (and in some cases, 
the need for regulatory approvals) limit the type of investment that BAC can make in excess of 10% of the voting 
rights or 25% of the equity of any entity.
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Restrictions on Shareholder Dividends and Capital Transactions

The ICA prohibits the declaration or payment of any dividend on shares of an insurance company if there 
are reasonable grounds for believing an insurance company does not have adequate capital and adequate and 
appropriate forms of liquidity, or declaration or the payment of the dividend would cause the insurance company to 
be in contravention of any regulation made under the ICA respecting the maintenance of adequate capital and 
adequate and appropriate forms of liquidity, or any direction made to the company by the Superintendent. The ICA 
also requires an insurance company to notify the Superintendent of the declaration of a dividend at least 15 days 
prior to the date fixed for its payment. There is no current intention that BAC will pay dividends.

The ICA also prohibits the purchase for cancellation of shares issued by an insurance company or the 
redemption of redeemable shares or other similar capital transactions, if there are reasonable grounds for believing 
that the company does not have, or the payment would cause the company not to have, adequate capital or liquidity, 
or upon any direction made by the Superintendent. Further, any redemption or purchase for cancellation of shares 
issued by an insurance company or similar capital transactions are prohibited without the prior approval of the 
Superintendent.

Constraints on Shares

The ICA contains restrictions on the purchase or other acquisition, issue, transfer and voting of the shares 
of BAC. Pursuant to these restrictions, no person is permitted to acquire any shares of BAC if the acquisition would 
cause the person to have a “significant interest” in any class of shares of BAC, unless the prior approval of the 
Minister of Finance (Canada) is obtained. In addition, BAC is not permitted to record in its securities register any 
transfer or issue of shares if the transfer or issue would cause the person to have a “significant interest” in BAC.

A person has a significant interest in a class of shares of BAC where the aggregate of any shares of that 
class beneficially owned by that person, any entity controlled by that person and by any person associated or acting 
jointly or in concert with that person exceeds 10% of all the outstanding shares of that class of shares of BAC.

If a person contravenes these restrictions, the Minister of Finance may, by order, direct such person to 
dispose of all or any portion of those shares. In addition, the ICA prohibits life insurance companies, including BAC, 
from recording in its securities register a transfer or issue of any share to Her Majesty in right of Canada or of a 
province, an agent or agency of Her Majesty, a foreign government or an agent or agency of a foreign government 
and provides further that no person may exercise the voting rights attached to those shares of an insurance company. 
The ICA exempts from such constraints certain foreign financial institutions which are controlled by foreign 
governments and eligible agents provided certain conditions are satisfied.

Provincial/Territorial Insurance Regulation

In Canada, life insurance is also subject to regulation and supervision in each province and territory in 
Canada. Provincial/territorial insurance regulation is primarily concerned with market conduct matters, the rights 
and obligations under insurance contracts, and the licensing and oversight of insurance intermediaries. In addition to 
those regulations, guidelines adopted by the Canadian Life and Health Insurance Association govern several aspects 
of BAC’s business.

Own Risk and Solvency Assessment 

In Canada, life insurance companies must conduct an own risk and solvency assessment (“ORSA”) on a 
regular basis, which is formally documented in a report at least annually, and more often if circumstances warrant 
(for example, when there are changes to the insurer’s risk profile or risk appetite). OSFI expects the ORSA to be 
tailored to and cover the consolidated operations of an insurer. OSFI may review the ORSA and, upon request, the 
ORSA report (and/or other supporting documentation) in its assessment of the risk profile of an insurer to determine 
whether the ORSA is consistent with OSFI’s understanding and assessment of the insurer’s risk appetite and risk 
profile.
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United States

The U.S. state domiciled insurance subsidiaries of American National are subject to extensive regulation, 
primarily at the state level. Such regulation varies by state but generally has its source in statutes that establish 
requirements for the business of insurance and that grant broad regulatory authority to a state agency. Insurance 
regulation governs a wide variety of matters, such as insurance company licensing, agent and adjuster licensing, 
policy benefits, price setting, accounting practices, product suitability, the payment of dividends, the nature and 
amount of investments, underwriting practices, reserve requirements, sales and advertising practices, privacy 
practices, information systems security, policy forms, reinsurance reserve requirements, risk and solvency 
assessments, mergers and acquisitions, corporate governance practices, capital adequacy, transactions with affiliates, 
participation in shared markets and guaranty associations, claims practices, the remittance of unclaimed property, 
and enterprise risk management requirements. The models for state laws and regulations often emanate from the 
National Association of Insurance Commissioners (“NAIC”). While it is not mandatory for insurers to comply with 
an NAIC model law, nor for states to adopt a model law, state and federal legislators and regulators generally look to 
the model law for guidance in proposing new legislation and regulation.

State insurance departments monitor compliance with regulations through periodic reporting procedures 
and examinations. At any given time, financial, market conduct or other examinations of the U.S. state domiciled 
insurance subsidiaries of American National may be occurring.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank”) expanded the U.S. 
federal government presence in insurance oversight. Dodd-Frank also established the Federal Insurance Office 
within the U.S. Department of Treasury, which is authorized to, among other things, gather data and information to 
monitor aspects of the insurance industry, identify certain issues in the regulation of insurers, and preempt state 
insurance measures under certain circumstances. Provisions of Dodd-Frank are or may become applicable to us, our 
competitors, or certain entities with which we do business. For example, it is possible that regulations issued by the 
Consumer Financial Protection Bureau may extend, or be interpreted to extend, to the sale of certain insurance 
products by covered financial institutions, which could adversely affect sales of such products. The Federal 
Insurance Office, as a result of various studies it conducts, may also recommend changes in laws or regulations that 
affect our business. There may be further federal involvement in the business of insurance in the future, which may 
add significant legal complexity and associated costs to our business.

Regulatory matters having the most significant effects on American National’s insurance operations and 
financial reporting are described further below.

Holding Company Regulation

We are an insurance holding company system under the insurance laws of the states where we do business. 
Our insurance companies are organized under the laws of Texas, Missouri, New York, Louisiana and California. 
Insurance holding company system laws and regulations in such states generally require periodic reporting to state 
insurance regulators of various business, enterprise risk management, corporate governance, and financial matters, 
as well as advance notice to, and in some cases approval by, such regulators prior to certain transactions between 
insurers and their affiliates. These laws also generally require regulatory approval prior to the acquisition of a 
controlling interest in an insurance company. These requirements may deter or delay certain transactions considered 
desirable by management or our stockholders.

Limitations on Dividends by Insurance Subsidiaries

The ability of the U.S. state domiciled American National insurance subsidiaries to pay dividends is 
generally limited by state law and is also impacted by federal income tax considerations.
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Rate Regulation

Nearly all states have laws that require life, health, credit, and property and casualty insurers to file rate 
schedules and require most insurers to file policy or coverage forms and other information with the state’s insurance 
regulatory authority. In many cases, these must be approved prior to use. The objectives of rate laws vary, but 
generally a price cannot be excessive, inadequate, or unfairly discriminatory. Prohibitions on discriminatory 
underwriting practices apply in the context of certain products as well.

Our ability to adjust premium rates, particularly with certain property and casualty and health insurance 
products, often depends on the applicable pricing law and our ability to demonstrate to the particular regulator that 
current or proposed pricing complies with such law. Rate increases that we believe are necessary for our profitability 
may be delayed or denied as a result of such laws. We manage our risk of loss by charging a price that reflects the 
cost and expense of providing insurance products and by being selective in underwriting. When a state has 
significant underwriting and pricing restrictions, it becomes more difficult to manage our risk of loss, which can 
adversely impact our ability to market products profitably in such states.

Guaranty Associations and Involuntary Markets

State laws allow insurers to be assessed, subject to prescribed limits, insurance guaranty fund fees to pay 
certain obligations of insolvent insurance companies. In addition, to maintain our licenses to write property and 
casualty insurance in various states, we are required to participate in assigned risk plans, reinsurance facilities and 
joint underwriting associations that provide various insurance coverages to purchasers that otherwise are unable to 
obtain coverage from private insurers.

Investment Regulation

Insurance company investment regulations require investment portfolio diversification and limit the amount 
of investment in certain asset categories. Failure to comply with these regulations leads to the treatment of non-
conforming investments as non-admitted assets for measuring statutory surplus. In some instances, these rules 
require the sale of non-conforming investments.

Exiting Geographic Markets, Canceling and Non-Renewing Policies

Most states regulate an insurer’s ability to exit a market by limiting the ability to cancel and non-renew 
policies. Some states prohibit an insurer from withdrawing one or more types of insurance business from the state, 
except pursuant to an approved plan. These regulations may restrict our ability to exit unprofitable markets.

Statutory Accounting

Financial reports to state insurance regulators utilize statutory practices as defined in the Accounting 
Practices and Procedures Manual of the NAIC, which are different from IFRS. Statutory accounting practices, in 
keeping with the intent to assure the protection of policyholders, are generally based on a solvency concept, while 
financial statements under IFRS and U.S. GAAP (we transitioned to U.S. GAAP beginning on January 1, 2023) are 
prepared on a going-concern basis. While not a substitute for IFRS or U.S. GAAP performance measures, statutory 
information is used by industry analysts and reporting sources to compare the performance of insurance companies 
and impacts the ability of insurance subsidiaries to pay dividends to the company. Maintaining both IFRS (and, 
beginning January 1, 2023, U.S. GAAP) and statutory financial records increases our business costs.

Pursuant to state insurance laws, we establish statutory reserves, which are reported as liabilities in the 
separate standalone statutory-basis financial statements of American National’s insurance subsidiaries, and which 
generally differ from future policy benefits determined using IFRS (or U.S. GAAP) on our respective policies. 
These statutory reserves are established in amounts sufficient to meet policy and contract obligations, when taken 
together with expected future premiums and interest at prescribed rates.
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Insurance Reserves

State insurance laws require life and property and casualty insurers to annually analyze the adequacy of 
statutory reserves. Our appointed actuaries must submit opinions annually for our insurance companies that 
policyholder and claim reserves are adequate.

Risk-Based Capital and Solvency Requirements

The NAIC has a formula for analyzing capital levels of insurance companies called Risk-Based Capital 
(“RBC”). The RBC formula has minimum capital thresholds that vary with the size and mix of a company’s 
business and assets. It is designed to identify companies with capital levels that may require regulatory attention. As 
of December 31, 2022, the capital level of each of our insurance company subsidiaries exceeded 300% of their 
respective Authorized Control Levels, the minimum RBC requirement before any action level is triggered or 
considered.

Risk Management and ORSA

State insurance laws enacted in nearly all U.S. states require insurers that exceed specified premium 
thresholds to maintain a framework for managing the risks associated with their entire holding company group, 
including non-insurance companies. In addition, these laws require that, at least annually, the insurer must prepare a 
summary report (the “ORSA Report”) regarding its internal assessment of risk management and capital adequacy 
for the entire holding company group. The ORSA Report is filed, on a confidential basis, with the insurance holding 
company group’s lead regulator and made available to other domiciliary regulators within the holding company 
group.

Securities Regulation

The sale and administration of variable life insurance and variable annuities are subject to extensive 
regulation at the federal and state level, including by the SEC and the Financial Industry Regulatory Authority 
(“FINRA”). Our variable annuity contracts and variable life insurance policies, other than group unallocated, were 
issued through separate accounts that are registered with the SEC as investment companies under the Investment 
Company Act of 1940. Each registered separate account is generally divided into sub-accounts, each of which 
invests in an underlying mutual fund that is itself a registered investment company under such act. In addition, the 
variable annuity contracts and variable life insurance policies issued by the separate accounts generally are 
registered with the SEC under the Securities Act of 1933. The U.S. federal and state regulatory authorities and 
FINRA, from time to time, make inquiries and conduct examinations regarding our compliance with securities and 
other laws and regulations.

Suitability

FINRA rules require broker-dealers selling variable insurance products to determine that transactions in 
such products are “suitable” to the circumstances of the particular customer. In addition, most states have enacted 
the NAIC’s Suitability in Annuity Transactions Model Regulation that, in adopting states, places suitability 
responsibilities on insurance companies in the sale of fixed and indexed annuities, including responsibilities for 
training agents. The NAIC has adopted revisions to this model regulation that would further elevate the standard of 
care for annuity sales and align it with the SEC’s Regulation Best Interest. Several states have either adopted the 
model regulation or are considering adopting the model regulation. We anticipate that the revised model will be 
adopted in some form by one or more of the states in which we do business. New York has already taken further 
action, through the adoption by NYDFS of a regulation that requires in part that life insurance policies and annuity 
contracts delivered or issued for delivery in New York be in the best interest of the consumer.
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Protection of Consumer Information

U.S. federal laws, such as the Gramm-Leach-Bliley Act (“GLB”), and state laws regulate disclosures of 
certain customer information and require us to protect the security and confidentiality of such information. Such 
laws also require us to notify customers about our policies and practices relating to the collection, protection and 
disclosure of confidential customer information. State and federal laws, such as the federal Health Insurance 
Portability and Accountability Act (“HIPAA”), regulate our use, protection and disclosure of certain personal health 
information. In addition, most states have laws or regulations that require us to notify regulators and affected 
customers in the event of a data breach, and some of these laws and regulations are becoming more stringent by 
requiring faster notifications and creating private causes of action for violations.

On June 28, 2018, California enacted a sweeping new privacy law known as the California Consumer 
Privacy Act of 2018 (“CCPA”). The CCPA requires enhanced customer disclosure about how a business collects 
and uses personal data, how such data is used in business processes, and with and to whom customer data is shared 
or sold. In addition, the CCPA also affords a consumer a “right to request deletion” in certain circumstances. On 
August 31, 2018, the California State Legislature passed SB-1121, a bill that delayed enforcement of the CCPA until 
July 1, 2020, and made other amendments and clarifications to the law. Such clarifications include exempting from 
certain requirements of the CCPA information that is collected, processed, sold or disclosed pursuant to the 
California Financial Information Privacy Act, GLB, the federal Fair Credit Reporting Act (“FCRA”), HIPAA, or the 
federal Driver’s Privacy Protection Act. The revisions, however, do not exempt such information from the CCPA’s 
private right of action provision in all instances. Additionally, the definition of “personal information” in the CCPA 
is broad and may encompass other information that we maintain in our California business beyond that excluded 
under GLB, FCRA, HIPAA, the Driver’s Privacy Protection Act, or the California Financial Information Privacy 
Act exemption. In addition, in November 2020, California enacted the Consumer Privacy Rights Act, which is 
effective January 1, 2023 and grants new consumer rights regarding personal information and strengthens certain 
provisions of the CCPA. Other states may adopt comprehensive privacy laws like California. For example, on 
March 2, 2021, Virginia enacted the Virginia Consumer Data Protection Act (“CDPA”). On June 8, 2021, Colorado 
passed the Colorado Privacy Act (“CPA”). Both the CDPA and CPA give certain consumers data protections rights 
including the right to opt-out of processing their personal data, the right to delete information, and the right to 
correct information. The CDPA will go into effect on January 1, 2023 and CPA will go into effect on July 1, 2023.

We anticipate further efforts at the federal and state levels to strengthen the protection of consumer 
information, and such efforts will continue to have a significant impact on our information practices.

In addition, FCRA is a federal law that governs the use and sharing of consumer credit information 
provided by a consumer reporting agency. Requirements under FCRA apply to an insurer if such insurer obtains and 
uses consumer credit information to underwrite insurance. Such requirements may include obtaining the consumer’s 
consent and providing various notices to the consumer. While the use of consumer credit information in the 
underwriting process is expressly authorized by FCRA, various states have issued regulations that limit or prohibit 
the use of consumer credit information by insurers, and some consumer groups continue to criticize the use of credit-
based insurance scoring in underwriting and rating processes. There may be additional efforts at the federal or state 
level to regulate the use of credit-based information by insurers. Any such regulation could force changes in our 
underwriting practices and impact our profitability.
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Cybersecurity

In recent years, millions of consumers and businesses have been impacted by data breaches of companies in 
various industries, increasing the regulatory focus on consumer information protection and data privacy. On August 
28, 2017, New York became the first state to adopt minimum cybersecurity standards for certain financial 
institutions. NYDFS requires financial institutions authorized to do business under New York banking, insurance or 
other financial services laws, including certain of our subsidiaries, to develop a cybersecurity program and policy 
based on an assessment of the institution’s cybersecurity risks, designate a Chief Information Security Officer, 
maintain written policies and procedures with respect to third-party service providers, limit who has access to data or 
systems, use qualified cybersecurity personnel to manage cybersecurity risks, notify NYDFS of a cybersecurity 
event within seventy-two hours, maintain a written incident response plan, and provide NYDFS with an annual 
certification of compliance.

In addition, the NAIC has adopted the Cybersecurity Bill of Rights, a set of directives aimed at protecting 
consumer data, and the Insurance Data Security Model Law, a model law patterned after New York’s cybersecurity 
standards. The Insurance Data Security Model Law establishes standards for data security in the insurance industry, 
including standards for investigating a data breach and requiring certain notifications to regulators, producers and 
consumers. South Carolina became the first state to adopt the Insurance Data Security Model Law in May 2018. 
Since then, more states have adopted the model law in some form. In states that have not adopted the Insurance Data 
Security Model Law, it is not mandatory for insurers to comply with the model law; however, state and federal 
legislators and regulators are likely to look to the model law, as well as the NYDFS regulation, for guidance in 
proposing new legislation and regulation. The NAIC has also strengthened and enhanced the cybersecurity guidance 
included in its handbook for state insurance examiners. We expect a continuing focus at the state and federal levels 
on the privacy and security of personal information.

Anti-Money Laundering

Federal law and regulations require us to take certain steps to help prevent and detect money laundering 
activities. The USA PATRIOT Act of 2001 contains anti-money laundering and financial transparency requirements 
applicable to certain financial services companies, including insurance companies. The Bank Secrecy Act requires 
insurers to implement a risk-based compliance program to detect, deter and (in some cases) report financial or other 
illicit crimes including, but not limited to, money laundering and terrorist financing. The Office of Foreign Assets 
Control (“OFAC”), a division of the U.S. Treasury Department, administers and enforces economic and trade 
sanctions. For certain transactions, an insurer maybe required to search policyholder, agent, vendor and employee 
databases for specially designated nationals or suspected terrorists, in order to comply with OFAC obligations.

Healthcare Regulation

We are subject to various conditions and requirements of the Patient Protection and Affordable Care Act of 
2010 (the “Healthcare Act”). The Healthcare Act affects the small blocks of business we have offered or acquired 
over the years that are, or are deemed to be, health insurance. The Healthcare Act also influences the design of 
products sold by our Health segment, which may influence consumer acceptance of such products and the cost of 
monitoring compliance with the Healthcare Act. Moreover, the Healthcare Act affects the benefit plans we sponsor 
for employees, retirees and their dependents, our expense to provide such benefits, our tax liabilities in connection 
with the provision of such benefits, and our ability to attract or retain employees. Any repeal, replacement or 
amendment of the Healthcare Act, or judicial decisions impacting the Healthcare Act, could have similar effects on 
us.
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Other types of regulations that affect us include insurable interest laws, employee benefit plan laws, 
antitrust laws, employment and labor laws, and federal and state tax laws. Failure to comply with federal and state 
laws and regulations may result in censure; the issuance of cease-and-desist orders; reputational damage; 
suspension, termination or limitation of the activities of our operations and/or our employees and agents; or the 
obligation to pay fines, penalties, assessments, interest, or additional taxes and wages. In some cases, severe 
penalties may be imposed for breach of these laws. We cannot predict the impact of these actions on our business, 
results of operations or financial condition.

The NAIC completed the first full year of work by its Climate and Resiliency Task Force, with several 
more states signing up to require insurers domiciled in their states to submit climate disclosure surveys modified to 
align more closely with the climate disclosure survey developed by the Financial Stability Board’s Task Force on 
Climate-Related Financial Disclosure. NYDFS monitors insurer compliance by examining responses to the NAIC’s 
recently revised climate disclosure survey.

4.C ORGANIZATIONAL STRUCTURE

Organizational Chart

The following diagram provides an illustration of the simplified corporate structure of our company and its 
significant subsidiaries.

1 — Jurisdiction of formation is the Province of Ontario, Canada. Brookfield Corporation holds all of our class C shares, giving it the residual economic interest in 
our company.
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2 — Holders of our class B shares, all of which are held through the BNRE Partnership, are entitled to elect half of our board and approve all other matters requiring 
shareholder approval. 
3 — Jurisdiction of incorporation is Bermuda. All subsidiaries of our company are 100% owned directly or indirectly by our company.
4 — Jurisdiction of incorporation is Cayman Islands.
5 — Jurisdiction of formation is Canada.
6 — Jurisdiction of formation is the State of Delaware, United States.

Our company

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 head and registered office is located at Ideation House, First 
Floor, 94 Pitts Bay Road, Pembroke, HM08, Bermuda and our telephone number is 441 405-7811.

Our company was established by Brookfield to own and operate a leading capital solutions business 
providing insurance and reinsurance services to individuals and institutions. Through its operating subsidiaries, our 
company offers a broad range of insurance products and services, including life insurance and annuities, and 
personal and commercial property and casualty insurance.

The class A exchangeable shares are listed on the TSX and the NYSE under the symbol “BNRE”. 

The Brookfield Class A Shares are traded on the TSX under the symbol “BN” and the NYSE under the 
symbol “BN”. Brookfield Corporation’s head and registered office is located at Suite 100, Brookfield Place, 
181 Bay Street, Toronto, Ontario, Canada M5J 2T3. For more information regarding Brookfield Corporation, see 
Item 7.B “Related Party Transactions” and Item 10.H “Documents on Display” for how you can obtain more 
information on Brookfield Corporation.

Each exchangeable share is structured with the intention of providing an economic return equivalent to one 
Brookfield Class A Share. Each exchangeable share is exchangeable at the option of the holder for one Brookfield 
Class A Share or its cash equivalent (the form of payment to be determined at the election of Brookfield 
Corporation), subject to certain limitations as more fully described in this Form 20-F. It is expected that each 
exchangeable share will continue to receive distributions at the same time and in the same amount per share as the 
cash dividends paid on each Brookfield Class A Share, as more fully described in Item 10.B “Memorandum and 
Bye-Laws”. We therefore expect that the market price of our class A exchangeable shares should be impacted by the 
market price of the Brookfield Class A Shares and the business performance of Brookfield Corporation. However, 
there are certain material differences between the rights of holders of exchangeable shares and holders of the 
Brookfield Class A Shares under the governing documents of our company and Brookfield Corporation and 
applicable law, such as the right of holders of exchangeable shares to request an exchange of their exchangeable 
shares for an equivalent number of Brookfield Class A Shares or its cash equivalent (the form of payment to be 
determined at the election of Brookfield Corporation), the redemption right of our company, subject to the consent 
of Brookfield Corporation, and the right of Brookfield Corporation to require us to commence a liquidation of the 
company upon the occurrence of certain events. These material differences are described in the section entitled Item 
10.B “Memorandum and Bye-Laws”.

Brookfield Corporation

Brookfield Corporation is focused on deploying its capital on a value basis and compounding it over the 
long term. This capital is allocated across its three core pillars of asset management, insurance solutions and its 
operating businesses. Employing a disciplined investment approach, Brookfield Corporation leverages its deep 
expertise as an owner and operator of real assets, as well as the scale and flexibility of its capital, to create value and 
deliver strong risk-adjusted returns across market cycles. The Brookfield Class A Shares are listed on the NYSE and 
TSX under the symbol “BN”.

Brookfield Corporation was formed by articles of amalgamation dated August 1, 1997 and is organized 
pursuant to articles of arrangement under the OBCA dated December 9, 2022. Brookfield Corporation’s head and 
registered office is located at Brookfield Place, 181 Bay Street, Suite 100, P.O. Box 762, Toronto, Ontario M5J 2T3.
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Price Range and Trading Volume of Brookfield Class A Shares

The Brookfield Class A Shares are listed and posted for trading on the TSX under the symbol “BN”. The 
following table sets forth the price ranges (after accounting for the effect of special dividend) and trading volumes of 
the Brookfield Class A Shares as reported by the TSX for the periods indicated, in Canadian dollars:

Brookfield Class A Shares
High (C$) Low (C$) Volume

2023
January 1, 2023 – March 29, 2023 51.50 38.92 116,040,654

2022
January 1, 2022 – March 31, 2022 62.38 54.03 231,110,000
April 1, 2022 – June 30, 2022 59.31 45.26 154,590,000
July 1, 2022 – September 30, 2022 55.59 45.18 171,850,000
October 1, 2022 – December 31, 20221 51.41 42.02 184,630,000

2021
January 1, 2021 – March 31, 2021 57.72 48.34 125,109,458
April 1, 2021 – June 30, 2021 65.00 54.27 101,428,298
July 1, 2021 – September 30, 2021 72.52 60.40 94,070,908
October 1, 2021 – December 31, 2021 78.67 66.98 94,687,678

2020
January 1, 2020 – March 31, 2020 60.48 31.35 202,343,387
April 1, 2020 – June 30, 2020 50.41 39.04 135,429,393
July 1, 2020 – September 30, 2020 47.59 42.00 106,444,950
October 1, 2020 – December 31, 2020 56.10 38.77 138,757,530

2019
January 1, 2019 – March 31, 2019 41.91 33.73 110,836,846
April 1, 2019 – June 30, 2019 43.37 41.08 95,388,671
July 1, 2019 – September 30, 2019 48.19 41.81 101,745,907
October 1, 2019 – December 31, 2019 52.41 44.51 90,628,225

1 On December 9, 2022, Brookfield Corporation (formerly Brookfield Asset Management Inc.) completed the public listing and distribution of 
a 25% interest in its asset management business, through Brookfield Asset Management Ltd. by way of a plan of arrangement. The 
transactions contemplated by the Brookfield Arrangement resulted in the division of Brookfield Asset Management Inc. into two publicly 
traded companies – Brookfield Corporation and Brookfield Asset Management.
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The Brookfield Class A Shares are listed and posted for trading on the NYSE under the symbol “BN”. The 
following table sets forth the price ranges and trading volumes of the Brookfield Class A Shares as reported by the 
NYSE for the periods indicated, in U.S. dollars:

Brookfield Class A Shares
High ($) Low ($) Volume

2023
January 1, 2023 – March 29, 2023 38.48 28.25 170,707,790

2022
January 1, 2022 – March 31, 2022 50.88 40.77 140,055,759
April 1, 2022 – June 30, 2022 48.18 34.91 139,009,894
July 1, 2022 – September 30, 2022 44.05 32.79 115,327,436
October 1, 2022 – December 31, 20221 38.72 30.08 224,077,847

2021
January 1, 2021 – March 31, 2021 45.56 37.65 174,156,266
April 1, 2021 – June 30, 2021 52.53 43.65 150,753,881
July 1, 2021 – September 30, 2021 57.83 47.33 173,697,244
October 1, 2021 – December 31, 2021 62.20 53.24 81,931,580

2020
January 1, 2020 – March 31, 2020 45.61 21.57 215,436,624
April 1, 2020 – June 30, 2020 37.73 27.25 151,678,621
July 1, 2020 – September 30, 2020 35.15 31.30 119,896,091
October 1, 2020 – December 31, 2020 43.14 29.09 158,692,215

2019
January 1, 2019 – March 31, 2019 31.10 24.76 123,669,875
April 1, 2019 – June 30, 2019 32.27 30.15 133,397,323
July 1, 2019 – September 30, 2019 36.06 31.46 154,282,492
October 1, 2019 – December 31, 2019 39.00 33.13 136,135,993

1 On December 9, 2022, Brookfield Corporation (formerly Brookfield Asset Management Inc.) completed the public listing and distribution of 
a 25% interest in its asset management business, through Brookfield Asset Management Ltd. by way of a plan of arrangement. The 
transactions contemplated by the Brookfield Arrangement resulted in the division of Brookfield Asset Management Inc. into two publicly 
traded companies – Brookfield Corporation and Brookfield Asset Management.
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Significant Subsidiaries

The following table provides the name, the percentage of voting securities owned, or controlled or directed, 
directly or indirectly, by us, and the jurisdiction of incorporation, continuance, formation or organization of our 
significant subsidiaries as at December 31, 2022.

Jurisdiction of 
Incorporation 
or 
Organization

Percentage of 
voting 
securities 
owned or 
controlled (%)

BAM Re Holdings Ltd. Bermuda 100%
Brookfield Annuity Company Canada 100%
North End Re (Cayman) SPC Cayman Islands 100%
North End Re Ltd. Bermuda 100%
American National Group, LLC Delaware 100%

4.D PROPERTY, PLANT AND EQUIPMENT

Our company’s head and registered office is located at Ideation House, First Floor, 94 Pitts Bay Road, 
Pembroke, HM08, Bermuda. Our company is a holding company and our material assets consist solely of interests 
in our operating subsidiaries. We do not directly own any real property. See also the information contained in this 
Form 20-F under Item 3.D “Risk Factors — Risks Relating to Our Operating Subsidiaries and Industry” and Item 5 
“Operating and Financial Review and Prospects”.

ITEM 4A. UNRESOLVED STAFF COMMENTS

Not applicable. 
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS (“MD&A”)

5.A OPERATING RESULTS

Continuity of Interest

Our company was established on December 10, 2020 by Brookfield, and on June 28, 2021 Brookfield 
completed the Spin-off of the company by way of a special dividend to holders of Brookfield’s Class A and Class B 
Limited Voting Shares. Prior to the Spin-off, Brookfield 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’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. 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. 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 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. (“BAM Re Holdings”), 
which holds the company’s interest in its operating subsidiaries North End Re Ltd. (“NER Ltd.”), North End Re 
(Cayman) SPC ("NER SPC"), Brookfield Annuity Company ("BAC") and American National Group, LLC. 
(“American National”).

Through its operating subsidiaries, our company offers a broad range of insurance products and services to 
individuals and institutions, including life insurance, individual and group annuities, health insurance, credit 
insurance and property and casualty insurance for personal lines, agribusiness and certain commercial exposures. 
The principal operating entities of the company generally maintain their own independent management and 
infrastructure. 

The following financial data is derived from our financial 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.
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Key Financial Data

The following present key financial data of the company:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Total assets    ............................................................................................... $ 43,499 $ 11,493 $ 1,440 
Net income (loss)    ......................................................................................  492  (44)  1 
Adjusted equity1

      .......................................................................................  4,852  1,451  79 
Distributable Operating Earnings1,2

    ..........................................................  388  30  1 

1. Distributable operating earnings and adjusted equity are Non-IFRS measures. See “Reconciliation of Non-IFRS Measures”.
2. Distributable operating earnings for the year ended 2022 is inclusive of $66 million of net corporate costs relating to activities outside of 

our three operating segments (2021 - $6 million; 2020 - Nil)

Operating Results and Financial Review

CONSOLIDATED RESULTS OF OPERATIONS

The following table summarizes the financial results of our business for the years ended December 31, 
2022, 2021 and 2020.

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Net premiums and other policy revenue  ..................................................... $ 4,484 $ 7,162 $ 430 
Net investment income, including funds withheld    .....................................  617  79  84 
Total revenues   ...........................................................................................  5,101  7,241  514 

Income from equity accounted investments    ...........................................  222  8  — 

Net benefits and claims paid on insurance contracts    ..................................  1,635  292  38 
Change in future policy benefits    ................................................................  2,189  6,980  468 
Interest credited to policyholders' account balances    ..................................  156  —  — 
Commissions for acquiring and servicing policies .....................................  412  —  — 
Changes in deferred acquisition costs    ........................................................  (383)  (44)  — 
Other reinsurance expenses    ........................................................................  125  19  — 
Operating expenses       ....................................................................................  433  35  6 
Interest expense on borrowings   ..................................................................  129  9  — 
Interest expense on preferred shares    ..........................................................  67  —  — 
Total benefits and expenses   .....................................................................  4,763  7,291  512 

Net income (loss) before income taxes     ....................................................  560  (42)  2 
Income tax expense    ....................................................................................  (68)  (2)  (1) 
Net income (loss) for the year   .................................................................. $ 492 $ (44) $ 1 

2022 vs. 2021

For the year ended December 31, 2022, we reported net income of $492 million, compared to a net loss of 
$44 million in the prior year. 
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Net premiums and other policy revenue of $4.5 billion decreased by $2.7 billion for the year ended 
December 31, 2022, relative to the same period in 2021. During the year, the company closed 28 PRT deals, 
representing $1.6 billion of premiums (December 31, 2021 - 26 deals, $1.1 billion premiums). We recorded 
$1.7 billion of premiums and other policy revenues related to American National, for the period following the close 
of the acquisition on May 25, 2022. The increase in new business within our Direct Insurance and PRT segments in 
2022 was partially offset by the absence of $6.2 billion of large-block reinsurance transactions which closed in 
September and October 2021. During 2022, we wrote $1.2 billion of flow reinsurance premiums on existing 
reinsurance transactions. 

Net investment income, including funds withheld increased by $538 million for the year ended 
December 31, 2022, relative to the same period in 2021. Net investment income is comprised of interest and 
dividends received as well as realized and unrealized gains and losses on financial instruments. 

Interest and dividends received increased by $648 million as a result of the growth in our investment 
portfolio and capital redeployed within recently closed transactions, as well as rising interest rates. Across each of 
our business segments, we deployed the capital from transactions closed during the year into accretive, higher 
yielding investments, driving a step up in our net investment spreads. During the year, across our Direct Insurance, 
Reinsurance and PRT businesses we redeployed approximately $7 billion of existing assets (2021 - $5 billion).

Realized net investment income, including funds withheld, increased by $147 million for the year ended 
December 31, 2022, relative to the same period in 2021. The increase was as a result of growth in the investment 
portfolio and capital redeployment, as well as realized gains on the unwind of corporate hedges, which totaled 
$108 million in the year.

The unrealized net investment loss of $421 million (2021 - loss of $19 million) recorded in the year is 
primarily due to negative mark-to-market movements on investments measured under fair value through profit and 
loss as a result of rising interest rates and market volatility experienced during the period, partially offset by 
unrealized gains from embedded derivatives recorded within our reinsurance funds withheld assets. As the duration 
of our investment portfolio is currently shorter than the duration of our insurance contract liabilities, the negative 
mark-to-market on the investment portfolio was more than offset by fair value changes in our future policy benefits 
balances. 

Equity accounted income of $222 million includes approximately $124 million related to investments in 
associates within our American National subsidiary, and includes a further $98 million related to the company's 
investment in the common equity of American Equity Investment Life Holding Company (“AEL Holdings”). In the 
fourth quarter of 2022, the company discontinued the use of the equity method for its investment in AEL Holdings, 
as a result of the loss of significant influence over the investee following the resignation of our appointed member 
from the AEL Holdings' Board of Directors. Equity accounted income from 2021 includes $8 million related to the 
company's investment in the common equity of AEL Holdings, which was recorded as an equity accounted 
investment starting third quarter of 2021.

Benefits and claims paid to policyholders increased by $1.3 billion for the year ended December 31, 2022, 
relative to the same period in 2021. The increase is due to contributions from American National, representing 
$1.2 billion, as well as an increase from prior year within our existing reinsurance and PRT businesses as a result of 
the two reinsurance transactions closed in the third and fourth quarters of 2021 and an increase in annuitants in-pay 
in new PRT business since the prior year. 

The change in future policy benefits in the year ended December 31, 2022 decreased by $4.8 billion 
compared to the same period in 2021, primarily due to the absence of the two large-block reinsurance transactions in 
the prior year, which was partially offset by flow business from our reinsurance transactions and new business 
contributed since the acquisition of American National in May 2022. 

The increase in interest credited to policyholders' account balances, commissions for acquiring and 
servicing policies were also a result of the acquisition of American National.
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The change in deferred acquisition costs increased by $339 million compared to the same period in 2021, as 
a result of capitalized reinsurance costs associated with flow business within our Reinsurance segment, as well as 
new business written at American National for the period from May 25, 2022 to December 31, 2022. 

Other reinsurance expenses, which includes ceding commissions and sales inducements, increased by $106 
million in 2022 compared to the same period in 2021 due to a full year of contribution from reinsurance transactions 
in late 2021, resulting in additional reinsurance related expenses settled during the period.

Operating expenses increased by $398 million in 2022 compared to the same period in 2021, primarily 
driven by the inclusion of seven months of expenses from American National representing $334 million, and as a 
result of additional personnel, professional services and transaction expenses related to the growth of our business as 
well as one-time transaction costs. Operating expenses in 2022 included $31 million of transaction related expenses 
(2021 - $8 million).

Interest expense on borrowings increased by $120 million during the year primarily as a result of interest 
on subsidiary borrowings, representing $1.5 billion of acquisition financing issued at American National, as well as 
corporate borrowings used to temporarily warehouse investments that will be moved into our insurance companies' 
investment portfolios.

During the year, the company issued $2.5 billion of preferred shares to Brookfield, in connection with the 
acquisition of American National. While subordinated to the company's Class A and Class B equity, the junior 
preferred shares are treated as a liability for accounting purposes, as a result, included with interest expense is $67 
million of dividends accrued on the company's preferred shares.

During the year, DOE increased by $358 million to $388 million. The increase was driven by contributions 
from American National, as well as increased net investment income on our corporate investments, contributions 
from our investment in AEL Holdings and new business and spread earnings within our PRT and Reinsurance 
businesses as we made progress redeploying the investments within the portfolios.

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 in 2020. 

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 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.

Net investment income including funds withheld decreased by $5 million for the year ended December 31, 
2021, relative to the same period in 2020. Net investment income comprises of interest and dividends received, net 
hedging expenses, 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. 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. The decrease from 2020 was 
mainly due to net hedging expenses, partially offset by the increase in other type of net investment income.
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Equity accounted income in 2021 of $8 million related to the company's investment in the common equity 
of 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. During 2021, 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 were reflected in net income in the first quarter of 2022. 

During 2021, DOE increased $29 million from the prior year to $30 million. The increase in DOE was a 
result of increased spread earnings within our PRT segment as a result of new business closed during the year, our 
proportionate share of earnings from our investment in AEL Holdings, and net earnings on our corporate investment 
portfolio. 
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CONSOLIDATED FINANCIAL POSITION

Comparison as at December 31, 2022 and December 31, 2021

The following table summarizes the financial position as at December 31, 2022 and December 31, 2021:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Assets

Cash and cash equivalents    .................................................................................... $ 2,145 $ 393 
Investments   ...........................................................................................................  28,098  4,943 
Accrued investment income  ..................................................................................  341  21 
Premiums due and other receivables     ....................................................................  436  — 
Reinsurance funds withheld   ..................................................................................  5,610  4,650 
Derivative assets     ...................................................................................................  44  146 
Deferred tax asset   ..................................................................................................  531  20 
Equity accounted investments       ..............................................................................  1,673  344 
Deferred acquisition costs    .....................................................................................  1,732  776 
Reinsurance assets      ................................................................................................  570  169 
Investment properties   ...........................................................................................  562  — 
Other assets      ...........................................................................................................  610  31 
Goodwill      ..............................................................................................................  102  — 
Separate account assets    ........................................................................................  1,045  — 

Total assets     ...............................................................................................................  43,499  11,493 
Liabilities

Future policy benefits     ...........................................................................................  15,771  8,497 
Policyholders' account balances  ............................................................................  14,310  — 
Policy and contract claims    ....................................................................................  1,786  — 
Unearned premium reserve    ...................................................................................  1,086  — 
Due to related parties    ............................................................................................  309  467 
Other policyholder funds    ......................................................................................  322  — 
Corporate borrowings      ...........................................................................................  2,160  693 
Subsidiary borrowings   ..........................................................................................  1,492  — 
Liabilities issued to reinsurance entities    ...............................................................  151  167 
Preferred shares  .....................................................................................................  2,512  — 
Other liabilities      .....................................................................................................  1,098  234 
Separate account liabilities    ...................................................................................  1,045  — 

Total liabilities    ..........................................................................................................  42,042  10,058 
Equity

Class A exchangeable and Class B  .......................................................................  432  539 
Class C  ..................................................................................................................  1,017  896 
Non-controlling interests      ......................................................................................  8  — 

Total equity     ..............................................................................................................  1,457  1,435 
Total liabilities and equity      ...................................................................................... $ 43,499 $ 11,493 
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December 31, 2022 vs. December 31, 2021

Total assets increased by $32.0 billion during the year to $43.5 billion. The increase in total assets included 
$29.7 billion related to assets of American National, as well as additional transactions closed within our PRT 
business and flow premiums from our existing reinsurance treaties.

Cash increased by $1.8 billion during the year primarily as a result of the acquisition of American National, 
contributing $1.4 billion of cash and cash equivalents as at December 31, 2022.

Investments increased by $23.2 billion over the year, primarily as a result of $21.9 billion of assets 
associated with the acquisition of American National, as well as assets from new business written within our PRT 
and Reinsurance segments, partially offset by the negative mark-to-market movements on fair valued investments.

Reinsurance funds withheld increased by $960 million over the year, primarily as a result of new flow 
business written within our AEILIC reinsurance treaty which included the addition of new products, as well as the 
contribution of positive mark-to-market valuations on the embedded derivative related to reinsurance funds withheld 
assets.

Deferred acquisition costs, which are costs that are directly related to writing new policyholder contracts 
are capitalized as deferred acquisition costs to the extent that they are recoverable from gross profits, increased by 
$956 million as a result of capitalized reinsurance costs associated with flow business within our Reinsurance 
segment, as well as new business written at American National for the period from May 25, 2022 to December 31, 
2022. Deferred acquisitions costs are amortized over the life of the policies in proportion to the estimated gross 
profits. 

Equity accounted investments increased $1.3 billion during the year, including $1.7 billion related to 
investments in associates within our American National subsidiary. The increase was partially offset by the equity 
accounted investment in AEL Holdings of $344 million as at December 31, 2021, which was reclassified to financial 
assets at the end of 2022.

Deferred tax assets increased $511 million during the year, primarily as a result of our acquisition of 
American National and was partially offset by deferred tax expenses generated within our PRT business. 

Other assets increased $579 million during the year, primarily as a result of property, plant and equipment, 
prepaid pensions obligations and intangible assets within American National. 

The increase in accrued investment income and reinsurance assets, as well as the addition of premiums due, 
investment properties, separate account assets and goodwill are also a result of the acquisition of American National. 

Future policy benefits and policyholder account balances increased $21.6 billion during the year and 
included $19.7 billion related to American National policyholders, as well as new business written within our PRT 
and Reinsurance business during the year, partially offset by settlements and negative mark-to-market valuations on 
the fair value of reserves within our PRT business.

Corporate and subsidiary borrowings increased by $3.0 billion during the year, primarily as a result of 
$1.5 billion of acquisition financing related to the acquisition of American National, as well as $1.5 billion of short-
term secured corporate borrowings and additional drawings on the company's revolving credit facility for the 
purpose of temporarily warehousing attractive investment opportunities that will 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. 

Due to related parties decreased by $158 million during the year, primarily as a result of the repayment of 
short-term loans from Brookfield in connection with the reinsurance transactions closed in 2021.
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The company issued $2.5 billion of junior preferred shares to Brookfield during the year. While 
subordinate to the company's class A and B shares, the preferred shares are treated as a liability for accounting 
purposes.

The increase in policy and contract claims, unearned premium reserve, other policyholder funds, separate 
account liabilities and other liabilities were also a result of contributions from the acquisition of American National. 

Adjusted equity, which represents the total economic equity of our Company through its Class A, B, and C 
shares, and Junior Preferred Shares, but excluding accumulated other comprehensive income, increased $3.4 billion 
to $4.9 billion, as a result of positive retained earnings and the Class C and preferred share issuances to Brookfield 
during the year, used to fund a portion of the American National acquisition. 

SEGMENT REVIEW

The company's operations are organized into three operating segments: direct insurance, reinsurance and 
PRT.

We measure operating performance primarily using DOE which measures our ability to acquire net 
insurance assets at a positive margin, and invest these assets at a return that is greater than the cost of policyholder 
liabilities. 

Direct Insurance

The following table presents Distributable Operating Earnings of our Direct Insurance segment for the 
years ended December 31, 2022, 2021 and 2020:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
DOE      .............................................................................................. $ 394 $ — $ — 

Comparison of the years ended December 31, 2022, 2021 and 2020

DOE within our Direct Insurance business represents contribution from American National for the period 
of May 25, 2022 to December 31, 2022. DOE in the year included contributions from our direct origination life and 
annuities business, benefiting from competitive sales performance and increasing investment performance. Our 
strong life and annuity earnings were further supplemented with P&C earnings, benefiting from our conservative 
approach to underwriting products. DOE related to our Direct Insurance business also includes financing costs 
associated with subsidiary borrowings and corporate overhead directly related to the segment.

Reinsurance

The following table presents Distributable Operating Earnings of our Reinsurance segment for the years 
ended December 31, 2022, 2021 and 2020:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
DOE      .............................................................................................. $ 39 $ 13 $ — 

Comparison of the years ended December 31, 2022, 2021 and 2020

The company's Reinsurance operating companies commenced their operations in 2021 and closed its first 
two large-block transactions in the last four months of 2021. The company received cash and cash equivalents upon 
close of the transactions, and to date, we have redeployed over $5 billion of the assets, actively increasing our net 
investment yield relative to our cost of funds. DOE from our Reinsurance segment also includes our proportionate 
share of DOE from AEL Holdings, which we account for as an equity accounted investment from the third quarter 
of 2021 to the third quarter of 2022. 
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Pension Risk Transfer

The following table presents Distributable Operating Earnings of our PRT segment for the years ended 
December 31, 2022, 2021 and 2020:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
DOE      .............................................................................................. $ 21 $ 11 $ 1 

Comparison of the years ended December 31, 2022, 2021 and 2020

For the year, the company closed 28 PRT deals (2021 - 26, 2020 - 15), representing $1.6 billion (2021 - 
$1.1 billion, 2020 - $432 million) of premiums. The increase in DOE from the prior year was a result of new 
business closed and the redeployment of assets into higher yielding investments, driving higher spread earnings from 
the prior periods, as well as the benefit of efficiencies as we scale our PRT business.

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. We proactively manage our liquidity 
position to meet liquidity needs and continue to develop relationships with lenders who provide borrowing capacity 
at competitive rates, 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 
corporate liquidity for the periods noted below consisted of the following:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Cash and cash equivalents     ................................................................................ $ 784 $ 70 
Liquid financial assets  .......................................................................................  241  243 
Undrawn credit facilities   ...................................................................................  544  313 
Total Corporate liquidity1

    .............................................................................. $ 1,569 $ 626 
1. See "Performance Measures used by Management".

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 $400 million credit facility in addition to our $500 million revolving credit facility with external 
banks. 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. As of the date of this MD&A, there were no amounts drawn on the Brookfield 
facility.
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Today, we have significant liquidity within our insurance portfolios, giving us flexibility to invest in a 
rising rate environment and secure attractive investment opportunities. Liquidity within our operating subsidiaries 
may be restricted from time to time due to regulatory constraints. As at December 31, 2022, the company's cash and 
cash equivalents included $784 million of unrestricted cash resources that can be deployed to fund corporate 
activities as needed. 

AS AT DEC. 31
US$ MILLIONS 2022 2021
Cash and cash equivalents     ................................................................................ $ 2,145 $ 393 
Liquid financial assets  .......................................................................................  17,769  6,813 
Undrawn credit facilities   ...................................................................................  544  313 
Total liquidity1

    ................................................................................................. $ 20,458 $ 7,519 
1. See "Performance Measures used by Management".

Comparison of the years ended December 31, 2022, 2021 and 2020 

The following table presents a summary of our cash flows and ending cash balances for the years ended 
December 31, 2022, 2021 and 2020:

FOR THE YEARS ENDED DEC. 31
US$  MILLIONS 2022 2021 2020
Operating activities   ........................................................................ $ 107 $ 1,581 $ 399 
Investing activities   .........................................................................  (4,341)  (3,864)  (385) 
Financing activities   ........................................................................  5,994  2,640  13 
Cash and cash equivalents

Cash and cash equivalents, beginning of the year   ....................  393  35  13 
Net change during the year   .......................................................  1,760  357  27 
Foreign exchange on cash balances held in foreign currencies      (8)  1  (5) 

Cash and cash equivalents, end of the year   ............................... $ 2,145 $ 393 $ 35 

Operating Activities

2022 vs. 2021

For the year ended December 31, 2022, we generated $107 million of cash from operating activities 
compared to $1.6 billion during 2021. The net decrease in the amount of cash generated in 2022 was primarily 
attributable to the absence of the large block coinsurance treaty closed in the prior year, which contributed $1.6 
billion of net cash received on close of the transaction, which was partially offset by deferred acquisition costs on 
the reinsurance treaty. 

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 the coinsurance 
portion of the large block reinsurance treaty closed during the fourth quarter of 2021, which contributed $1 billion of 
net cash received on close of the transaction, net of total deferred acquisition costs.
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Investing Activities

2022 vs. 2021

For the year ended December 31, 2022, we deployed $24 billion into new investments, including 
$4.1 billion relating to the acquisition of a 100% interest in American National, net of cash acquired, as well as $14 
billion of redeployment into new investments within our insurance operating subsidiaries investment portfolios, 
which was primarily funded by the sales and maturities of liquid securities as we redeploy into higher-yielding 
strategies. The purchase and sales, net of maturities, resulted in net deployment of $4.3 billion of cash from 
investing activities, compared to $3.9 billion during the same period in 2021.

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 2021 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.

Financing Activities

2022 vs. 2021

For the year ended December 31, 2022, we generated $6.0 billion of cash from financing activities 
compared to $2.6 billion generated in 2021. The cash generated in the current year primarily relates to the issuance 
of $2.5 billion of junior preferred shares, $450 million of Class C shares issued to Brookfield, and $1.5 billion of 
acquisition financing in connection with the purchase of American National, as well as $2.2 billion in additional 
borrowings to fund temporary corporate investments, the majority of which will be transferred into our insurance 
entities in the near term. 

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 2021 related 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, and $1.1 billion of net corporate borrowings that temporarily funded corporate 
investments that were subsequently transferred into our insurance accounts in 2021.

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, 2022, our common equity was $1.5 billion and our adjusted equity was $4.9 billion. 
Adjusted Equity represents the total economic equity of our Company through its Class A, B, and C shares and the 
Junior Preferred Shares issued by our Company, excluding accumulated other comprehensive income.
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Included in equity and adjusted equity was approximately $300 million invested in Canadian dollars. All 
cumulative translation adjustments recorded for the years ended December 31, 2022 and 2021 were related to 
foreign exchange movements on the Canadian dollar relative to the U.S. dollar.

As at December 31, 2022, we had a notional $2.6 billion (December 31, 2021 - $846 million) of foreign 
exchange forward contracts in place to hedge against foreign currency risk. 

For additional information, see Note 4, “Financial Instruments” of the financial statements.

Future Capital Obligations and Requirements

Subsidiaries of the company have investment commitment agreements to the maximum of $5.4 billion 
exclusive of taxes and other operating expenses (December 31, 2021 - $463 million). As at December 31, 2022, 
$2.6 billion was funded (December 31, 2021 - $81 million). The amounts are recognized as loans and receivables, 
unrated bonds and private equity investments. 

For additional information, see Note 26, “Financial Commitments and Contingencies” of the financial 
statements.

Payments due by year

AS AT DEC. 31 2022
US$ MILLIONS Total

Less than 1
 year 1- 3 years 4 - 5 years

More than 5 
years

Future policy benefits      .................................... $ 15,771 $ 1,078 $ 2,142 $ 1,793 $ 10,758 
Policyholders' account balances    .....................  14,310  1,288  2,576  1,717  8,729 
Policy and contract claims     .............................  1,786  162  321  214  1,089 
Unearned premium reserve     ............................  1,086  99  195  130  662 
Due to related party   ........................................  309  294  3  2  10 
Reinsurance payable     ......................................  90  16  36  19  19 
Derivative liabilities   .......................................  38  38  —  —  — 
Other policyholder funds    ...............................  322  29  58  39  196 
Notes payable     .................................................  151  11  62  6  72 
Corporate borrowings   ....................................  2,160  1,810  —  350  — 
Subsidiary borrowings    ...................................  1,492  —  —  1,000  492 
Deferred revenue   ............................................  78  5  8  7  58 
Liabilities issued to reinsurance entities      ........  151  —  —  —  151 
Funds withheld liabilities     ...............................  10  10  —  —  — 
Preferred shares   ..............................................  2,512  —  —  —  2,512 
Other liabilities  ...............................................  731  395  235  47  54 
Separate account liabilities     ............................  1,045  95  188  125  637 
Total    ............................................................... $ 42,042 $ 5,330 $ 5,824 $ 5,449 $ 25,439 
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Brookfield 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. A summary of Brookfield’s 
2022 operating results is provided below:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020

Revenues    ....................................................................................... $ 92,769 $ 75,731 $ 62,752 
Net income   ...................................................................................  5,195  12,388  707 

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 as a whole. In addition to carefully considering the disclosure made in this MD&A, you should carefully 
consider the disclosure made by Brookfield in its continuous disclosure filings. Copies of the Brookfield’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. 

Lines of Business

Direct Insurance

Following closing of the acquisition of American National, American National has become the platform for 
our third primary operating line: direct origination of life, annuity and property and casualty insurance policies, 
which we refer to as direct insurance. 

American National, founded in 1905 and headquartered in Galveston, Texas, offers a broad spectrum of 
products and services through its subsidiaries, which include life insurance, annuities, property and casualty 
insurance, health insurance, credit insurance, and pension products. The American National companies operate in all 
50 states, the District of Columbia and Puerto Rico. 

Life Insurance

Whole Life. Whole life products provide a guaranteed benefit upon the death of the insured in return for the 
periodic payment of a fixed premium over a predetermined period. Premium payments may be required for the 
entire life of the contract, to a specified age or a fixed number of years, and may be level or change in accordance 
with a predetermined schedule. Whole life insurance includes some policies that provide a participation feature in 
the form of dividends. Policyholders may receive dividends in cash or apply them to increase death benefits or cash 
values available upon surrender, or reduce the premiums required to maintain the contract in-force.

Universal Life. Universal life insurance products provide coverage through a contract that gives the 
policyholder flexibility in premium payments and coverage amounts. Universal life products may allow the 
policyholder, within certain limits, to increase or decrease the amount of death benefit coverage over the term of the 
contract and to adjust the frequency and amount of premium payments. Universal life products are interest rate 
sensitive, and we determine the interest crediting rates during the contract period, subject to policy specific 
minimums. An equity-indexed universal life product is credited with interest using a return that is based, in part, on 
changes in an index, such as the Standard & Poor’s 500 Index (“S&P 500”), subject to a specified minimum.

Variable Universal Life. Variable universal life products provide insurance coverage on a similar basis as 
universal life, except that the policyholder bears the investment risk because the value of the policyholder’s account 
balance varies with the investment experience of the securities selected by the policyholder held in the separate 
account.
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Credit Life Insurance. Credit life insurance products are sold in connection with a loan or other credit 
account. Credit life insurance products are designed to pay to the lender the borrower’s remaining debt on a loan or 
credit account if the borrower dies during the coverage period.

Annuities 

Deferred Annuities. A deferred annuity is an asset accumulation product. Deposits are received as a single 
premium deferred annuity or in a series of payments for a flexible premium deferred annuity. Deposits are credited 
with interest at our determined rates subject to policy minimums. For certain limited periods of time, usually from 
one to ten years, interest rates are guaranteed not to change. Deferred annuities usually have surrender charges that 
begin at issue and reduce over time and may have market value adjustments that can increase or decrease any 
surrender value. An equity-indexed deferred annuity is credited with interest using a return that is based, in part, on 
changes in an index, such as the S&P 500, subject to a specified minimum.

Single Premium Immediate Annuity (“SPIA”). A SPIA is purchased with one premium payment, providing 
periodic (usually monthly or annual) payments to the annuitant for a specified period, such as for the remainder of 
the annuitant’s life. Return of the original deposit may or may not be guaranteed, depending on the terms of the 
annuity contract.

Variable Annuities. With a variable annuity, the policyholder bears the investment risk because the value of 
the policyholder’s account balance varies with the investment experience of the separate account investment options 
selected by the policyholder. Our variable annuity products have no guaranteed minimum withdrawal benefits.

Property and Casualty

Personal Lines. Personal lines include insurance policies sold to individuals for auto, homeowners, and 
other similar exposures. Auto insurance covers specific risks involved in owning and operating an automobile. 
Homeowner insurance provides coverage that protects the insured owner’s property against loss from perils. Other 
personal insurance provides coverage for property such as boats, motorcycles and recreational vehicles, and 
umbrella protection coverage.

Commercial Lines. Commercial lines are primarily focused on providing insurance to agricultural related 
operations and small to midsize businesses. This includes property and casualty coverage tailored for a farm, ranch, 
or other agricultural-related businesses. Commercial auto insurance is typically issued in conjunction with the sale of 
our policies covering farms, ranches, and businesses and covers specific risks involved in owning and operating 
motor vehicles. Business owners' property and liability insurance, workers' compensation insurance, and other 
commercial insurance encompassing umbrella protection coverage and other liability coverages, are also offered.

Specialty Markets. Specialty Markets products include renters, mortgage security, aviation, private flood, 
and credit insurance. Credit insurance provides protection to borrowers and the creditors that extend credit to them 
against unpaid indebtedness as a result of death, disability, involuntary unemployment, or untimely loss to the 
collateral securing a personal or mortgage loan.

• Collateral or Creditor Protection Insurance (“CPI”). CPI provides insurance against loss, expense to 
recover, or damage to personal property pledged as collateral (typically automobiles and homes) 
resulting from fire, burglary, collision, or other loss occurrence that would either impair a creditor’s 
interest or adversely affect the value of the collateral. The coverage is purchased from us by the lender 
according to the terms of the credit obligation and charged to the borrower by the lender when the 
borrower fails to provide the required insurance.

• Guaranteed Auto Protection or Guaranteed Asset Protection (“GAP”). GAP insures the excess 
outstanding indebtedness over the primary property insurance benefits that may occur when there is a 
total loss to or an unrecovered theft of the collateral. GAP can be written on a variety of assets that are 
used as collateral to secure credit; however, it is most commonly written on automobiles.
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As of December 31, 2022, American National and its subsidiaries had $19.7 billion of future policy 
benefits and policyholder account balances.

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. 

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.
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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.”). As of the date of this MD&A, our subsidiaries have reinsurance 
and retrocession agreements with two third parties to reinsure a block of U.S. annuities and fixed indexed annuities. 
As of December 31, 2022, NER SPC and NER Ltd. had $5.9 billion and $1.5 billion (December 31, 2021 - 
$4.7 billion and $1.6 billion, respectively) of future policy benefits, 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 in Canada and the United States. Our Canadian 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. Under American National, we also 
operate a U.S. PRT business, and successfully completed its first PRT transaction in December 2022. Our North 
American PRT businesses are led by a team of experts in group annuities, pensions, insurance and investments.

As of December 31, 2022, we had $3.0 billion (December 31, 2021 - $2.2 billion) of future policy benefits 
related to PRT.

Industry Trends and Factors Affecting Our Performance 

As a financial services business providing capital based solutions to the insurance industry, we are affected 
by numerous factors, including global economic and financial market conditions. Price fluctuations within equity, 
credit, commodity and foreign exchange markets, as well as interest rates, which may be volatile and mixed across 
geographies, can significantly impact the performance of our business. We also monitor factors such as consumer 
spending, business investment, the volatility of capital markets, interest rates, unemployment and the risk of 
inflation or deflation, which affect the business and economic environment and, in turn, impact the demand for the 
type of financial and insurance products offered by our business. We believe the following current trends present 
significant opportunities for us to grow our business.

• Financial market volatility and dislocations across asset classes favor insurers with diverse 
investment portfolios and access to alternative credit. Insurers primarily invest in public market 
fixed income products and are exposed to public market valuations. Insurers with an ability to diversify 
investment portfolios to include alternative and private credit assets provides more favorable 
investment performance. 
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• 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, 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 Statements of Financial Position within our financial statements 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. 

Interest Rate Risk

Interest rates currently increased in many jurisdictions in which we operate in 2022 but remain at relatively 
low levels by historical standards. The company’s asset liability management practices and interest rate risk 
management allows the company to mitigate the impact of interest rate volatility on the business. However, sudden 
or unexpected changes 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. 

Other Price Risk

Other price risk is the risk of variability in fair value due to movements in equity prices or other market 
prices such as commodity prices and credit spreads.
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The company's exposure to the equity markets is managed by sector and individual security and is intended 
to track the S&P 500 with minor variations. The company mitigates the equity risk by diversification of the 
investment portfolio.

The company also has equity risk associated with the equity-indexed life and annuity products the company 
issues. The company has entered into derivative transactions, primarily over-the-counter equity call options, to 
hedge the exposure to equity-index changes.

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 financial statements.

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. 

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. 
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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. Future policy benefits

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 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.

Measurement

Future policy benefits 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. BAC’s 
Appointed Actuary is responsible for determining the amount of future policy benefits in accordance with standards 
established by the CIA. CALM is used to determine future policy benefits 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 future policy benefits cover a 
range of possible outcomes. Margins are reviewed periodically for continued appropriateness. 

Future policy benefits are determined by NER Ltd. using a reserve methodology under accounting 
principles generally accepted in the United States of America ("US GAAP"), as permitted by IFRS 4. Future policy 
benefits 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. Future policy benefits 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. 

Page 110



Future policy benefits are determined by NER SPC using US GAAP reserve methodology, as permitted by 
IFRS 4. Future policy benefits 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.

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.

Future policy benefits are determined by American National using US GAAP reserve methodology, as 
permitted by IFRS 4. Liabilities for future policy benefits for traditional products have been provided on a net level 
premium method based on estimated investment yields, withdrawals, mortality, and other assumptions that were 
appropriate at the time the policies were issued. Upon acquisition, the fair value of future policy benefits was 
determined using a Defined Valuation Net Premium (DVMP) method. Key assumptions used in calculating the fair 
value of future policy benefits include the net to gross premium ratio, discount rates and Provisions for Adverse 
Deviation (PADs) including mortality and inflation. Estimates are based on historical experience adjusted for 
possible adverse deviation. These estimates are periodically reviewed and compared with actual experience. When it 
is determined that future expected experience differs significantly from existing assumptions, the estimates are 
revised for current and future issues.

Included within future policy benefits are amounts related to certain contracts or blocks of business that 
have negative VOBA. Negative VOBA is amortized over the duration of the respective contracts, being 30 years 
using the straight-line method. We record the fair value of the liabilities assumed in two components: reserves and 
VOBA. Reserves are established using our best estimate assumptions consistent with the policies described below 
for future policy benefits and interest sensitive contract liabilities. VOBA is the difference between the fair value of 
the liabilities and the reserves. Any negative VOBA is recorded within the associated reserves.

ii. Deferred acquisition costs and value of business acquired

Deferred policy acquisition costs (“DAC”) are capitalized costs related directly to the successful acquisition 
of new or renewal insurance contracts. Significant costs are incurred to acquire insurance, reinsurance, and annuity 
contracts, including commissions and certain underwriting, policy issuance, and processing expenses. 

DAC on Reinsurance business is amortized over the life of the policies in proportion to the estimated gross 
profits. Costs that are directly related to the successful acquisition of reinsurance contracts are capitalized as 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.
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Effective October 1, 2022, the company made a change in accounting policy to treat the difference between 
the amount paid for reinsurance contracts and the amount of the liabilities for policy benefits relating to the 
underlying reinsured contracts as the cost of reinsurance that is deferred and amortized over the reinsurance contract. 
This was applied retrospectively as it resulted in reliable and more relevant information about the effects of the 
reinsurance treaty on the company's financial conditions and performance. 

DAC on traditional life, including limited-pay contracts, and health products is amortized with interest over 
the anticipated premium-paying period of the related policies in proportion to the ratio of annual premium revenue 
expected to be received over the life of the policies. Expected premium revenue is estimated by using the same 
mortality, morbidity, and withdrawal assumptions used in computing liabilities for future policy benefits. 

DAC on universal life and investment-type contracts is amortized as a level percentage of the present value 
of anticipated gross profits from investment yields, mortality, and surrender charges. The effect of the realization of 
unrealized gains (losses) on DAC is recognized in net unrealized loss on available for sale securities in the 
Statements of Financial Position as of the reporting date. A change in interest rates could have a significant impact 
on DAC calculated for these contracts. 

DAC associated with property and casualty business is amortized over the coverage period of the related 
policies, in relation to premiums earned. 

DAC on participating whole life products is amortized in proportion to estimated gross margins. Estimated 
gross margins are equal to premiums, plus investment income, less benefits, less expenses not included in DAC, less 
the change in reserves, less dividends.

For short-duration and long-duration contracts, DAC is grouped consistent with the manner in which 
insurance contracts are acquired, serviced, and measured for profitability and is reviewed for recoverability based on 
the profitability of the underlying insurance contracts. Investment income is anticipated in assessing the 
recoverability of DAC for short-duration contracts.

Value of Business Acquired ("VOBA") is the intangible asset representing the value assigned to contracts 
already in force.

In conjunction with the acquisition of insurance policies or investment contracts, a portion of the purchase 
price is allocated to the right to receive future gross profits from cash flows and earnings of associated insurance 
policies and investment contracts. This intangible asset is based on the actuarially estimated present value of future 
cash flows from associated insurance policies and investment contracts acquired. The estimated present value of 
future cash flows used in the calculation of VOBA is based on certain assumptions, including mortality, persistency, 
expenses and interest rates that the company believes to be those of a market participant. The company amortizes 
VOBA based on the estimated premium earning patterns. 

iii. 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(l)).
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iv. 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 arrangements”).  

Assets and liabilities assumed under Modco arrangements 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 Statements of Operations. Assumed premiums are included in premiums on the Statements of Operations. 
Expenses outside of account value, such as commissions and federal excise taxes, are included in other reinsurance 
expenses in the 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 arrangements 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.  

v. Reinsurance assets

In the normal course of business, BAC and American National are users 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 and American National remain liable to its policyholders for the portion reinsured. 

Reinsurance assets are estimated amounts due to the company from reinsurers related to paid and unpaid 
ceded claims and claim adjustment expenses ("CAE") and are presented net of a reserve for collectability. 
Recoveries of gross ultimate losses under our non-catastrophe reinsurance are estimated by a review of individual 
large claims and the ceded portion of IBNR using assumed distribution of loss by percentage retained. Recoveries of 
gross ultimate losses under our catastrophe reinsurance are estimated by applying reinsurance treaty terms to 
estimates of gross ultimate losses. The most significant assumption is the average size of the individual losses for 
those claims that have occurred but have not yet been reported and our estimate of gross ultimate losses. The 
ultimate amount of the reinsurance ceded recoverable is unknown until all losses settle.

At each reporting date, the reinsurance assets, if any, are assessed for impairment. If there is objective 
evidence that the reinsurance assets 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.

vi. Policyholders’ account balances

Policyholders' account balances represent the contract value that has accrued to the benefit of the 
policyholders related to universal-life and investments-type contracts. For fixed products, these are generally equal 
to the accumulated deposits plus interest credited, reduced by withdrawals, payouts, and accumulated policyholder 
assessments. Indexed product account balances are equal to the sum of host and embedded derivative reserves 
computed per derivative accounting guidance.
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vii.  Policy and contract claims

Policy and contract claims are established to provide for the estimated costs of paying claims. These 
reserves include estimates for both case reserves and incurred but not reported claims (“IBNR”) liabilities. Case 
reserves include the liability for reported but unpaid claims. IBNR liabilities include a provision for potential 
development on case reserves, losses on claims currently closed which may reopen in the future, as well as IBNR 
claims. These liabilities also include an estimate of the expense associated with settling claims, including legal and 
other fees, and the general expenses of administering the claims adjustment process.

viii. Other policyholder funds

Other policyholder funds consist of liabilities related to dividends payable on participating business. For the 
majority of this participating business, profits earned are reserved for the payment of dividends to policyholders, 
except for the stockholders' share of profits on participating policies. Participating policyholders' interest includes 
the accumulated net income from participating policies reserved for payment to such policyholders in the form of 
dividends, less net income allocated to stockholders, as well as a pro rata portion of unrealized investment gains 
(losses), net of tax.

ix. 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  Statements of Operations. 

x. Premium, benefits, claims incurred, and expenses

Traditional ordinary life and health premiums are recognized as revenue when due. Benefits and expenses 
are associated with earned premiums to result in recognition of profits over the term of the insurance contracts. 

Annuity premiums received on limited-pay and supplemental annuity contracts involving a significant life 
contingency are recognized as revenue when due. Deferred annuity premiums are recorded as deposits rather than 
recognized as revenue. Revenues from deferred annuity contracts are principally surrender charges and, in the case 
of variable annuities, administrative fees assessed to contract holders. 

Universal life and single premium whole life revenues represent amounts assessed to policyholders 
including mortality charges, surrender charges actually paid, and earned policy service fees. Amounts included in 
benefits are claims in excess of account balances returned to policyholders and interest credited to account balances.

Property and casualty premiums are recognized as revenue over the period of the contract in proportion to 
the amount of insurance protection, which is generally evenly over the contract period. Claims incurred consist of 
claims and CAE paid and the change in reserves.

Gross premiums for PRT and reinsurance issued are recognized as revenue when due and collection is 
reasonably assured. When premiums are recognized, future policy benefits 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. Gross benefits and benefits ceded are recorded in the Statements of Operations when 
they are due and incurred.
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xi. Investment in associates, joint ventures and other limited partnership interests

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. Joint ventures are joint arrangements whereby the parties that have joint control of the 
arrangement have the rights to the net assets of the joint arrangement. Joint control is the contractually agreed 
sharing of control over an arrangement, which exists only when decisions about the relevant activities require 
unanimous consent of the parties sharing control. Other limited partnership interests are partnership arrangements in 
which the company has the ability to exercise significant influence over the investee’s operations, but it does not 
have a controlling interest and is not the primary beneficiary.

The equity method is used to account for the company’s investments in associates, joint ventures and other 
limited partnership interests within the Statements of Financial Position and the Statements of Operations.

Interests in associates, joint ventures and other limited partnership interests accounted for using the equity 
method are initially recognized at cost. At the time of initial recognition, if the cost of the associate or joint venture 
or other limited partnership interests 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 or joint venture or other limited partnership interests is greater than the 
company’s proportionate share of the underlying fair value, goodwill relating to the associate or joint venture or 
other limited partnership interests is included in the carrying amount of the investment.

Subsequent to initial recognition, the carrying value of the company’s interest in an associate or joint 
venture or other limited partnership interests is adjusted for the company’s share of comprehensive income and 
distributions of the investee. Profit and losses resulting from transactions with an associate or joint venture or other 
limited partnership interests are recognized in the financial statements based on the interests of unrelated investors in 
the investee. The carrying value of associates or joint ventures or other limited partnership interests 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 7.

xii. 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 controls these entities, and as a result, 
these entities are consolidated within the company’s financial statements. The company assesses the variable returns 
determination for the 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.

xiii. Goodwill

Goodwill is measured as the excess of the sum of the consideration transferred over the net of the 
acquisition-date amounts of the identifiable assets acquired and the liabilities assumed. Goodwill is allocated to the 
cash-generating unit or units to which it relates. The company identifies cash-generating units as identifiable groups 
of assets that are largely independent of the cash inflows from other assets or groups of assets.
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Goodwill is evaluated for impairment annually or more often if events or circumstances indicate there may 
be impairment. Impairment is determined for goodwill by assessing if the carrying value of a cash-generating unit, 
including the allocated goodwill, exceeds its recoverable amount determined as the greater of the estimated value-in-
use and fair value less costs of disposal. Impairment losses recognized in respect of a cash-generating unit are first 
allocated to the carrying value of goodwill and any excess is allocated to the carrying amount of assets in the cash-
generating unit. Any goodwill impairment is charged to profit or loss in the period in which the impairment is 
identified. Impairment losses on goodwill are not subsequently reversed. In the year of a business acquisition, the 
recoverability of the acquired goodwill is assessed by revisiting the assumptions of the related underwriting model.

The company assesses the impairment of goodwill by reviewing the value-in-use or fair value less costs of 
disposal of the cash-generating units to which goodwill has been allocated. The company uses the following 
significant assumptions and estimates: the circumstances that gave rise to the goodwill, timing and amount of future 
cash flows expected from the cash-generating unit, discount rates, terminal capitalization rates, terminal valuation 
dates, useful lives and residual values.

Future Accounting Policy Changes

Our Company will be converting from IFRS to US GAAP as our accounting framework for the period 
beginning January 1, 2023. The purpose of the conversion is to better align our financial statements and related 
disclosures with our peer set and use a framework that we think will be more familiar to potential ceding company 
clients. The conversion for the period beginning January 1, 2023 was determined given the new accounting 
standards for Insurance Contracts under US GAAP (ASU 2018-12 Long-Duration Targeted Improvement, or LDTI) 
has an effective implementation date of January 1, 2023. However, the company’s financial statements for the year 
ended December 31, 2022 will be reported under IFRS and our financial statements will be reported under US 
GAAP beginning with the first quarter of 2023.

Performance Measures Used by Management

To measure performance, we focus on net income and total assets, as well as certain non-IFRS measures, 
including Distributable Operating Earnings and Adjusted Equity. In addition, we provide certain metrics such as 
Total Corporate Liquidity and Total Liquidity which we believe are useful to investors to provide additional insights 
into assets within the business available for redeployment. Refer to the “Segment Review” section of this MD&A 
for further discussion on our performance measures as at December 31, 2022, and for the years ended December 31, 
2022, 2021 and 2020.

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. During the year, Excess Capital 
and Net Reserve capital were no longer used as Non-IFRS measures as following the completion of the American 
National acquisition, the majority of equity within the business is deployed into insurance operating companies.
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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, deferred income taxes, 
income from equity accounted investments, mark-to-market on investments, reserves and derivatives, breakage and 
transaction costs, and is inclusive of our share of adjusted earnings from our investments in associates. 

Distributable operating earnings is a measure of operating performance. We use distributable operating 
earnings to assess our operating results. 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. 

We believe our presentation of Distributable Operating Earnings 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.

Adjusted Equity

Adjusted Equity represents the total economic equity of our Company through its Class A, B, and C shares 
and the Junior Preferred Shares issued by our Company, excluding accumulated other comprehensive income. We 
use Adjusted Equity to assess our return on our equity.

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.

Reconciliation of Non-IFRS Measures

The following table reconciles our net income to Distributable Operating Earnings:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Net income   ................................................................................................. $ 492 $ (44) $ 1 
Deferred income tax expense   .....................................................................  47  2  — 
Junior preferred share dividends    ................................................................  67  —  — 
Transaction costs     .......................................................................................  31  8  — 
Equity accounted (income) loss    .................................................................  (54)  (8)  — 
Depreciation   ...............................................................................................  13  —  — 
Mark-to-market on investments and reserves  ............................................  (208)  72  — 
Distributable Operating Earnings      .............................................................. $ 388 $ 30 $ 1 
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The following table reconciles our equity to Adjusted Equity:

AS AT DEC. 31
US$ MILLIONS 2022 2021 2020
Total equity   ................................................................................................. $ 1,457 $ 1,435 $ 83 
Add:

Accumulated Other Comprehensive Loss (Income)    ................................  883  16  (4) 
Preferred shares     ........................................................................................  2,512  —  — 

Adjusted equity   ........................................................................................... $ 4,852 $ 1,451 $ 79 

5.B LIQUIDITY AND CAPITAL RESOURCES

See Item 5.A “Operating Results – Liquidity and Capital Resources”

5.C RESEARCH AND DEVELOPMENT, PATENTS AND LICENSES, ETC.

None. 

5.D TREND INFORMATION

See Item 5.A “Operating Results — Industry Trends and Factors Affecting Our Performance”

5.E CRITICAL ACCOUNTING ESTIMATES

See Item 5.A “Operating Results — Critical Accounting Policy and Estimates”

ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
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6.A DIRECTORS AND SENIOR MANAGEMENT

Our Board of Directors and Executive Officers

The table below presents certain information concerning the board of directors and executive officers of our 
company.

Name, City, Province and 
Country of Residence Position/Title Age Principal Occupation

Barry Blattman(1) Director 60 Vice Chair of Brookfield Asset 
ManagementNew York, USA

Dr. Soonyoung Chang(2) Director 64 Senior Advisor, Investment
Corporation of DubaiDubai, UAE

William Cox(2)(3)(4)(5) Director 60 Director
Devonshire, Bermuda

Gregory Morrison(3) Director 65 Corporate Director
Smith’s Parish, Bermuda

Lars Rodert(3)(4) Director 61 Founder and Chief Executive Officer, 
ÖstVäst Advisory ABStockholm, Sweden

Anne Schaumburg(2)(3)(4) Director 73 Business Executive;
DirectorNew Jersey, USA

Sachin Shah(1)(6) Director
Chief Executive Officer(7)

46 Chief Executive Officer of our 
company and Managing Partner and 
Chief Executive Officer, Insurance 
Solutions of Brookfield Corporation

Toronto, Ontario, Canada

Jay Wintrob Director 65 Chief Executive Officer of Oaktree 
Capital ManagementLos Angeles, USA

Thomas Corbett Chief Financial Officer(7) 43 Chief Financial Officer of our 
company and Managing Partner of 
Brookfield CorporationToronto, Ontario, Canada

Paul Forestell Chief Operating Officer 54 Chief Operating Officer of our 
companyToronto, Ontario, Canada

Lorenzo Lorilla Chief Investment Officer(7) 41 Chief Investment Officer of our 
company and Managing Partner of 
Brookfield Corporation

Toronto, Ontario, Canada

Gregory McConnie Chief Executive Officer of
North End Re

51 Chief Executive Officer of
North End ReChrist Church, Barbados

_________________________
(1) Compensation is not expected to be paid for any services rendered as a director.

Page 119



(2) Member of our Compensation Committee. Anne Schaumburg is the chair of our Compensation Committee.

(3) Member of our Audit Committee. Lars Rodert is the chair of our Audit Committee and is the Audit Committee financial expert. Our Audit 
Committee consists solely of independent directors, each of whom are persons determined by our company to be financially literate within 
the meaning of National Instrument 52-110 — Audit Committees. Each of our Audit Committee members has the ability to read and 
understand a set of financial statements that present a breadth and level of complexity of accounting issues that are generally comparable to 
the breadth and complexity of the issues that can be reasonably be expected to be raised by our company’s financial statements.

(4) Member of our Governance and Nominating Committee. William Cox is the chair of our Governance and Nominating Committee.

(5) Lead independent director.

(6) Chair of our board.

(7) Services provided pursuant to the Administration Agreement. See Item 10.C “Material Contracts — The Administration Agreement”.

The business address of Mr. Blattman, Ms. Schaumburg and Mr. Lorilla is Brookfield Place, 250 Vesey 
Street, 15th Floor, New York, NY 10281. The business address of Dr. Chang, Mr. Cox, Mr. Morrison and Mr. Rodert 
is Ideation House, First Floor, 94 Pitts Bay Road, Pembroke, HM08, Bermuda. The business address of each of 
Mr. Shah, Mr. Corbett, Mr. Forestell is Suite 100, Brookfield Place, 181 Bay Street, Toronto, Ontario M5J 2T3. The 
business address of Mr. Wintrob is 333 S. Grand Avenue Los Angeles, California 90071. The business address of 
Mr. McConnie is Rendezvous Corporate Center, 2nd Floor, Rendezvous, Christ Church, Barbados, BB15131.

Biographies of our Directors and Executive Officers

Barry Blattman. Barry has served as a director of our company since November 2021. A resident of New 
York, New York, U.S., Mr. Blattman is Vice Chair of Brookfield Asset Management. In this role, he focuses on 
senior, strategic client and business relationships, and contributes to general business development and transaction 
strategy globally. Prior to joining Brookfield in 2002, Mr. Blattman was a Managing Director at Merrill Lynch, 
having begun his career with Salomon Brothers in 1986. Mr. Blattman holds a Master of Business administration 
degree from New York University and a Bachelor of Arts degree from the University of Michigan. He serves on the 
boards of Montefiore Medicine and Montefiore Health System, is chairman of Montefiore’s Real Estate Planning & 
Development Committee, Co-Chair of the University of Michigan’s NY Metropolitan Regional Campaign Council 
and is a member of The University of Michigan LSA Dean’s Advisory Committee.

Dr. Soonyoung Chang. Soonyoung Chang has served as a director of our company since November 2021. 
A resident of Dubai, UAE, Dr. Chang serves as Senior Advisor to the Investment Corporation of Dubai, providing 
strategic counsel and lending his global perspective to the investment arm of the Dubai Government. Dr. Chang is 
the founder and chairman of Midas International Asset Management Company, an international asset management 
fund. He is also a founding partner of Sentinel Advisor, a New York-based arbitrage fund. He has also served as an 
advisor to a variety of financial institutions, including Korea National Pension Corporation, Hyundai International 
Merchant Bank and Templeton-Ssangyong Investment Trust Company. Dr. Chang holds Masters and Doctoral 
degrees from George Washington University and has authored many books and articles on the subject of financial 
engineering.

William Cox. William Cox has served as director of our company since May 2021. A resident of Hamilton, 
Bermuda, Mr. Cox is the President and Chairman of Waterloo Properties, a fifth-generation family-owned business 
that operates real estate and retail investment companies in Bermuda. Mr. Cox is also a director of Brookfield 
Infrastructure Partners and Brookfield Infrastructure Corporation. Mr. Cox has also served as Chairman of the Board 
of Trustees for Saltus Grammar School and completed his education at Lynchburg College in Virginia.
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Gregory Morrison. Gregory Morrison has served as director of our company since December 2020. A 
resident of Hamilton, Bermuda, Mr. Morrison sits on a number of property, casualty and life insurance company 
boards and their subsidiaries, including Trisura Group Ltd., Aetna Life and Casualty (Bermuda) Limited, Multi-Strat 
Holdings Ltd., Property Insurance Company of America, Aspen Bermuda Ltd., Stonybrook Capital LLC and various 
international subsidiaries of Brookfield Corporation. He previously served as Chief Executive Officer of Trisura 
Group Ltd., Imagine Group Holdings Ltd., Platinum Underwriters Holdings Ltd. and London Reinsurance Group 
Inc. Mr. Morrison is a Fellow of the Society of Actuaries (retired).

Lars Rodert. Lars Rodert has served as a director of our company since November 2021. Mr. Rodert is the 
founder and CEO of ÖstVäst Capital Management. He previously served as a global investment manager for IKEA 
Treasury and Chief Investment Officer of SEB Asset Management, where he was responsible for SEB Global Funds. 
Prior to SEB Asset Management, Mr. Rodert worked at Gordon Capital and served as a partner with a private 
investment holding company, Robur et. Securitas. Mr. Rodert holds a Master of Science Degree in Business and 
Economics from Stockholm University.

Anne Schaumburg. Anne Schaumburg has served as director of our company since May 2021. A resident 
of Green Village, New Jersey, U.S., Ms. Schaumburg has been a member of the board of directors of NRG Energy, 
Inc., a power generation company listed on NYSE, since 2005, where she serves as Chair of the Audit Committee 
and is a member of the Compensation Committee. During her tenure at NRG Energy, Inc., she also served as Chair 
of the Finance Committee and was a member of the Nuclear Oversight Committee. She is currently Chair of 
Brookfield Infrastructure Partners and Brookfield Infrastructure Corp and serves on their respective Audit 
Committees. Prior to her retirement, she was a Managing Director of Credit Suisse First Boston and a senior banker 
in the Global Energy Group. Ms. Schaumburg was responsible for assisting clients on advisory and finance 
assignments. Her transaction expertise includes mergers and acquisitions, debt and equity capital market financings, 
project finance and privatizations.

Sachin Shah. Sachin Shah has served as the Chair of the Board and Chief Executive Officer of our 
company since May 2021. As Chief Executive Officer, he oversees a seasoned team focused on providing capital-
based solutions to insurance companies and their stakeholders. A resident of Toronto, Canada, Mr. Shah is also a 
Managing Partner and Chief Executive Officer, Insurance Solutions of Brookfield Corporation and a director of 
Brookfield Renewable Partners. Mr. Shah joined Brookfield in 2002 and has held a variety of senior roles, including 
Chief Investment Officer of Brookfield Asset Management and Chief Executive Officer of Brookfield Renewable 
Partners where he was instrumental in growing the platform into a global business diversified across multiple 
technologies. Mr. Shah is a member of the board of the Ryerson University Brookfield Institute for Innovation and 
Entrepreneurship. Mr. Shah holds a Bachelor of Commerce degree from the University of Toronto and is a member 
of the Chartered Professional Accountants of Canada.

Jay Wintrob. Jay Wintrob has served as a director of our company since November 2021. A resident of 
Los Angeles, California, Mr. Wintrob is Chief Executive Officer of Oaktree Capital Management and has served as 
a member of Oaktree’s board of directors since 2011. Prior to joining Oaktree, he held several senior roles at AIG 
Life and Retirement, the U.S.-based life and retirement services segment of American International Group, Inc., 
including President and Chief Executive Officer, and Vice Chairman and Chief Operating Officer of AIG 
Retirement Services. Mr. Wintrob began his career in financial services as Assistant to the Chairman of SunAmerica 
Inc., and subsequently served in several other executive positions, including President of SunAmerica Investments, 
Inc. Mr. Wintrob was previously with the law firm of O’Melveny & Myers. He holds Juris Doctor and Bachelor of 
Arts degrees from the University of California, Berkeley. Mr. Wintrob is a board member of several non-profit 
organizations, including The Broad Foundations, the Doheny Eye Institute, The Los Angeles Music Center, the 
Skirball Cultural Center and Cedars-Sinai Medical Center.
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Thomas Corbett. Mr. Corbett is Chief Financial Officer of our company. Mr. Corbett joined Brookfield in 
2008, and since then has held a number of senior finance positions in its Renewable Power Group including Chief 
Financial Officer of Brazilian renewable power operations as well as Chief Financial Officer of the energy 
marketing group. Mr. Corbett was most recently a Managing Director of Brookfield Asset Management, responsible 
for global accounting and financial reporting functions. Mr. Corbett holds a Bachelor of Commerce degree from 
Carleton University and is a Chartered Professional Accountant.

Paul Forestell. Paul Forestell is Chief Operating Officer of our company. Mr. Forestell joined Brookfield 
in 2015 and was responsible for the establishment and licensing of BAC as a licensed insurance company in Canada, 
as the company’s first President and Chief Executive Officer. Prior to joining Brookfield, Mr. Forestell was a senior 
partner in a large global consulting firm with responsibility for their retirement consulting business in Canada. Mr. 
Forestell is a Fellow of the Canadian Institute of Actuaries and the Society of Actuaries. Mr. Forestell holds a 
Bachelor of Science with High Distinction and a Master of Arts – Economics both from the University of Toronto.

Lorenzo Lorilla. Lorenzo Lorilla is Chief Investment Officer of our company. Mr. Lorilla joined 
Brookfield in 2021 and was most recently a Managing Partner and Deputy Chief Investment Officer responsible for 
asset allocation and execution of investment strategy for our company. Prior to joining Brookfield, Mr. Lorilla was 
Deputy Chief Investment Officer of Kuvare Insurance Services, and previously, Head of Credit Investments at 
Global Atlantic Financial Group as well as its predecessor, the Goldman Sachs Reinsurance Group. Mr. Lorilla 
holds a Master of Engineering from Massachusetts Institute of Technology.

Gregory McConnie. Gregory McConnie serves as the Chief Executive Officer of NER SPC and of NER 
Ltd. and is the President and Chief Executive Officer of Brookfield International Holdings Inc. (formerly Brookfield 
International Bank Inc.), a position he has held since 2012. In his current role, Mr. McConnie is responsible for 
Brookfield’s Barbados operations and serves as director on several Brookfield entities in Bermuda. Mr. McConnie is 
a member of the Barbados Economic Recovery and Transformation plan monitoring committee, an independent 
committee responsible for monitoring the performance of the Government of Barbados against targets agreed with 
the International Monetary Fund under a fund facility provided by the IMF. Mr. McConnie has over 25 years of 
experience in the financial services industry. Mr. McConnie was educated at the University of the West Indies and is 
a Fellow of the Association of Chartered Certified Accountants and of the Institute of Chartered Accountants of 
Barbados. He also earned the Associate in Reinsurance designation from The Institutes.

Indebtedness of Directors and Executive Officers

To the knowledge of our company, no current or former director, officer or employee of our company, nor 
any associate or affiliate of any of them, is or was indebted to our company at any time since its formation. 

Directors’ and Officers’ Liability Insurance

The directors and officers of our company are or will be covered by directors’ and officers’ liability 
insurance. Under this insurance coverage, our company will be reimbursed for insured claims where payments have 
been made under indemnity provisions on behalf of the directors and officers of our company, subject to a 
deductible for each loss, which will be paid by us. Individual directors and officers of our company will also be 
reimbursed for insured claims arising during the performance of their duties for which they are not indemnified by 
our company. Excluded from insurance coverage are illegal acts, acts which result in personal profit and certain 
other acts.
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6.B COMPENSATION

Director Compensation

For the year ended December 31, 2022, the directors of our company were entitled to an annual retainer of 
$150,000 for their service on the board and the Committees, and reimbursement of expenses incurred in attending 
meetings. The lead independent director of our company was paid an additional amount of $50,000, for serving in 
such position. The chair of the Audit Committee received an additional $20,000 and members of the Audit 
Committee received an additional $10,000 for serving in such positions. Directors who are not independent due to 
their employment with Brookfield receive no fees for their services on the board of our company.

Compensation Element
Amount for the Year Ended 

December 31, 2022
Annual Retainer $150,000

Audit Committee Chair Additional 
Retainer

$20,000

Audit Committee Member Additional 
Retainer (Non-Chair)

$10,000

Lead Independent Director Additional 
Retainer

$50,000

The following table sets out information concerning the compensation earned by, paid to or awarded to the 
directors in their capacities as directors of the company during the year ended December 31, 2022. The directors are 
paid in U.S. dollars. The Governance and Nominating Committee periodically reviews board compensation in 
relation to its peers and other similarly-sized companies and is responsible for approving changes in compensation 
for non-employee directors.

Director Compensation Table

Name
Fees Earned in Cash

($)

Share and option-based 
awards

($)
All Other Compensation

($)

Total Annual 
Compensation

($)

Barry Blattman(e) - - - -

Soonyoung Chang $150,000 - - $150,000

William Cox(a)(b) $210,000 - - $210,000

Gregory Morrison(a)(c) $162,500 - - $162,500

Lars Rodert(a)(d) $167,500 - - $167,500

Anne Schaumburg(a) $160,000 - - $160,000

Sachin Shah(e) - - - -

Jay Wintrob $150,000 - - $150,000

__________________________

Notes:
(a) Audit Committee Member.
(b) William Cox served as Lead Independent Director.
(c) Gregory Morrison served as Audit Committee Chair for part of the year. 
(d) Lars Rodert served as Audit Committee Chair for part of the year. 
(e) Each of Barry Blattman and Sachin Shah receive no compensation in their capacities as affiliated directors of our company. 
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Equity Ownership of Directors

We believe that directors can better represent shareholders if they have economic exposure to our company 
themselves. We expect that directors of our company hold sufficient class A exchangeable shares and/or Brookfield 
Class A Shares such that the acquisition costs of our class A exchangeable shares or Brookfield Class A Shares held 
by such directors is equal to at least two times their aggregate annual retainer for serving as a director of our 
company, as determined by our board from time to time. Directors of our company are required to meet this 
requirement within five (5) years of their date of appointment.

The current directors of the company together beneficially own approximately 1% of the class A 
exchangeable shares.

Executive Compensation 

Compensation Philosophy of our Company

Our named executive officers (“NEOs”) comprise the core senior management team of our company, some 
of whom are employees of Brookfield and are provided to our company pursuant to the Administration Agreement. 
Our Chief Executive Officer, Chief Financial Officer, Chief Investment Officer and Gregory McConnie, the Chief 
Executive Officer of our reinsurance business, are employees of Brookfield who perform functions for our company 
that would make them NEOs of our company. Brookfield Corporation, and not our company, determines the 
compensation of the NEOs who are Brookfield employees. Our company has adopted an approach to compensation 
that is intended to foster an entrepreneurial environment that encourages management to consider the risks 
associated with the decisions they make and take actions that will create long-term sustainable cash flow growth and 
will improve long-term shareholder value. Our company pays fees to Brookfield Corporation under the 
Administration Agreement on a cost recovery basis for the services of our Chief Executive Officer, Chief Financial 
Officer, Chief Investment Officer and the Chief Executive Officer of our reinsurance business equal to the pro rata 
portion of their annual base salary, cash bonus and overhead costs attributable to the services they provide to our 
company. Our company does not reimburse Brookfield Corporation for any costs associated with the participation of 
our Chief Executive Officer, Chief Financial Officer, Chief Investment Officer or the Chief Executive Officer of our 
reinsurance business in Brookfield Corporation’s long-term incentive plans. Compensation of the NEOs is 
determined and approved by Brookfield Corporation, in the case of our Chief Executive Officer, Chief Financial 
Officer, Chief Investment Officer and the Chief Executive Officer of our reinsurance business, and by our 
compensation committee, in the case of all other NEOs.

During 2022, our NEOs received approximately $4.4 million in aggregate compensation paid by our 
company for all services to our company and our subsidiaries. There are currently no equity compensation plans 
under which equity securities of the company or our subsidiaries are authorized for issuance, however, our NEOs 
may, at the discretion of Brookfield Corporation, participate in certain long-term incentive plans of Brookfield 
Corporation or Brookfield Asset Management Ltd. for their services to Brookfield Corporation or Brookfield Asset 
Management Ltd., including in the form of deferred share units, restricted shares, escrowed shares, and stock 
options. Each form of Brookfield Corporation and Brookfield Asset Management Ltd. long-term incentive plans 
have similar terms and conditions.

With the exception of Mr. McConnie, there are no employment contracts between the NEOs and our 
company or Brookfield Corporation. With the exception of Mr. McConnie, none of the NEOs have any termination, 
change of control arrangement or other compensatory plan, contract or arrangement with our company or Brookfield 
Corporation. Pursuant to his employment agreement, in the event that Mr. McConnie’s employment is terminated by 
his employer, he is eligible to receive a severance payment as determined under the Severance Payments Act of 
Barbados (Chapter 355A), plus a one-time payment in the amount of BBD$300,000 (equivalent to US$150,000 at an 
exchange rate of BBD$1.00 = US$0.50).
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Compensation Elements for our NEOs

The primary elements of total compensation for our NEOs include base salary, annual management 
incentive plan awards, which we refer to as a cash bonus, and participation in long-term incentive plans. Our 
company pays fees to Brookfield Corporation under the Administration Agreement on a cost recovery basis for the 
services of our Chief Executive Officer, Chief Financial Officer, Chief Investment Officer and the Chief Executive 
Officer of our reinsurance business equal to the pro rata portion of their annual base salary, cash bonus and 
overhead costs attributable to the services they provide to our company. Our company does not reimburse 
Brookfield Corporation for any costs associated with the participation of our Chief Executive Officer, Chief 
Financial Officer, Chief Investment Officer or the Chief Executive Officer of our reinsurance business in 
Brookfield Corporation’s long-term incentive plans.

Our company has adopted an approach to compensation that aligns with Brookfield Corporation’s 
approach and consists of the three primary elements of base salary, cash bonus, and participation in long-term 
incentive plans. As executives progress within our company, we expect that an increasingly larger share of annual 
compensation for these executives will be represented by awards pursuant to one of Brookfield’s long-term 
incentive plans, which vest over time, in order for the executives to increase their ownership interest under one of 
Brookfield’s long-term incentive plans and to be consistent with our company’s focus on long-term value creation. 
Our company has no control over the form or amount of the compensation paid by Brookfield Corporation to the 
Chief Executive Officer, Chief Financial Officer, Chief Investment Officer or the Chief Executive Officer of our 
reinsurance business and their participation in Brookfield’s long-term incentive plans is not allocated to or payable 
by our group. However, our company will reimburse Brookfield Corporation for the participation of our NEOs that 
are not employed by Brookfield Corporation in Brookfield’s long-term incentive plans.

Compensation of the NEOs is determined and approved by Brookfield Corporation, in the case of our 
Chief Executive Officer, Chief Financial Officer, Chief Investment Officer and the Chief Executive Officer of our 
reinsurance business, and by the Compensation Committee, in the case of all other NEOs.

Base Salaries

Base salaries tend to remain fairly constant from one year to another unless the scope and responsibility of 
a position has changed. Base salaries deliver the only form of fixed compensation for the NEOs and are not 
intended to be the most significant component of their compensation.

Cash Bonus and Long-Term Incentive Plans

Given the NEOs’ focus on long-term decision making, the impact of which is difficult to assess in the 
short-term, Brookfield Corporation and our company believes that a heavy emphasis on annual incentives and a 
formulaic calculation based on specific operational or individual targets may not appropriately reflect their long-
term objectives. Accordingly, the cash bonus and compensation under long-term incentive plans are determined 
primarily through an evaluation of the progress made in executing the company’s strategy and the performance of 
the business as a whole. Significant contributions to the business strategy of Brookfield are also considered.

The level of cash bonus and long-term incentive compensation granted to each NEO is discretionary. 
While no specific weight is given to the achievement of any individual objective, consideration is given to their 
accomplishments during the year, and an assessment of their decisions and actions and how those decisions and 
actions align with the long-term strategy of value creation as well as how the NEO considered the risks associated 
with such decisions. In addition, consideration is given to the achievement of objective set at the beginning of the 
year with our Chief Executive Officer and whether any objectives were not met because management made 
decisions in the best long-term interests of the business or due to factors outside of management’s control.
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Given that the exchangeable shares are intended to be, as nearly as practicable, functionally and 
economically equivalent to an investment in Brookfield Class A Shares and that any long-term equity incentive 
plan of our company would need to be operated and administered as a long-term equity incentive plan of 
Brookfield, Brookfield Corporation and our company determined that continued participation by our NEOs in 
Brookfield’s long-term incentive plans was most appropriate.

Brookfield’s long-term incentive plans are intended to encourage share ownership in Brookfield Class A 
Shares, increase executives’ interest in the success of Brookfield, and encourage the retention of executives as a 
result of the delayed vesting of awards. The purpose of these arrangements is to align the interests of Brookfield 
shareholders and management and to motivate executives to improve Brookfield’s and our company’s long-term 
financial success, measured in terms of enhanced shareholder value over the long-term. This opportunity for wealth 
creation enables us to attract and retain talented executives.

Brookfield has three forms of long-term incentive plans, of which the terms and conditions are substantially 
the same between each company, in which certain NEOs of our company participate. They are described below in 
more detail:

1. Management Share Option Plan. The management share option plans of Brookfield, which we refer to as the 
MSOP, governs the granting to executives of options to purchase the respective Brookfield Class A Shares at a 
fixed price. The options typically vest as to 20% per year commencing on the first anniversary of the date of the 
award and are exercisable over a ten-year period. The MSOP is administered by the board of directors of 
Brookfield. Options are typically granted in late February or early March of each year as part of the annual 
compensation review. Brookfield’s compensation committee has a specific written mandate to review and 
approve executive compensation. Brookfield’s compensation committees make recommendations to the 
respective Brookfield board of directors with respect to the proposed allocation of options based, in part, upon 
the recommendations of our Chief Executive Officer. The Brookfield board of directors must then give their 
final approval. The number of options granted to NEOs is determined based on the scope of their roles and 
responsibilities and their success in achieving the company’s objectives. Consideration is also given to the 
number and value of previous grants of options. Since the annual option awards are generally made during a 
blackout period, the effective grant date for such options is set six (6) business days after the end of the blackout 
period. The exercise price for such options is the volume-weighted average trading price for the respective 
Brookfield Class A Shares on the NYSE for the five (5) business days preceding the effective grant date.

2. Deferred Share Unit Plan. Brookfield’s deferred share unit plans, which we refer to as the DSUP, provides for 
the issuance of deferred share units, which we refer to as DSUs, the value of which are equal to the value of the 
respective Brookfield Class A Share. DSUs vest over periods of up to five years, with the exception of DSUs 
awarded in lieu of a cash bonus which vest immediately. DSUs can only be redeemed for cash upon cessation of 
employment through retirement, resignation, termination or death. The DSUP is administered by the respective 
Brookfield’s compensation committees. DSUs are issued based on the value of the respective Brookfield Class 
A Shares at the time of the award, which we refer to as the DSU allotment price. In the case of DSUs acquired 
through the reinvestment of cash bonus awards, the DSU allotment price is equal to the exercise price for 
options granted at the same time as described above. Holders of DSUs will be allotted additional DSUs as 
dividends are paid on the respective Brookfield Class A Shares on the same basis as if the dividends were 
reinvested pursuant to Brookfield Corporation’s dividend reinvestment plan. These additional DSUs are subject 
to the same vesting provisions as the underlying DSUs. The redemption value of DSUs will be equivalent to the 
market value of an equivalent number of the respective Brookfield Class A Shares on the cessation of 
employment with Brookfield.
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3. Restricted Stock Plans. Brookfield has restricted stock plans and an escrowed stock plans, which we refer to as 
the restricted stock plan and escrowed stock plan, respectively. These plans were established to provide 
Brookfield and its executives with alternatives to Brookfield’s existing plans which would allow executives to 
increase their share ownership. Restricted shares have the advantage of allowing executives to become 
Brookfield shareholders, receive dividends, and to have full ownership of the shares after the restriction period 
ends. Restricted shares must be held until the vesting date (or in certain jurisdictions until the fifth anniversary 
of the award date). Holders of restricted shares receive dividends that are paid on the respective Brookfield 
Class A Shares in the form of cash, unless otherwise elected. The escrowed stock plan governs the award of 
non-voting common shares, which we refer to as escrowed shares, of one or more private companies, which we 
refer to as an escrow company, to executives or other individuals designated by Brookfield’s compensation 
committees. Each escrow company is capitalized with common shares and preferred shares issued to Brookfield 
for cash proceeds. Each escrow company uses its cash resources to directly and indirectly purchase the 
respective Brookfield Class A Shares. Dividends paid to each escrow company on the Brookfield Class A 
Shares acquired by the escrow company will be used to pay dividends on the preferred shares which are held by 
Brookfield. The respective Brookfield Class A Shares acquired by an escrow company will not be voted. 
Escrowed shares typically vest 20% each year commencing on the date of the first anniversary of the award 
date. Each holder may exchange escrowed shares for Brookfield Class A Shares issued from treasury no more 
than 10 years from the award date. The value of Brookfield Class A Shares issued to a holder on an exchange is 
equal to the increase in value of the Brookfield Class A Shares held by the applicable escrow company.

In addition to these plans, executives who have responsibilities in Brookfield’s dedicated fund management 
groups may have long term incentive arrangements that also include a component more directly linked to the long-
term performance of the fund being managed. However, the payments made under such plans are directly related to 
the value created for the fund’s investors which, in turn, benefit Brookfield as the general partner and a limited 
partner. A percentage of the fund’s profits are paid to participants in these plans typically after the capital invested 
and a preferred rate of return has been paid to investors.
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Our Chief Executive Officer, Chief Financial Officer, Chief Investment Officer and the Chief Executive 
Officer of our reinsurance business are subject to Brookfield’s clawback policy and our other NEOs are subject to 
our company’s clawback policy. Pursuant to Brookfield’s clawback policy, executive officers of Brookfield 
Corporation may be required to pay Brookfield Corporation an amount equal to some or all of any cash payments or 
equity awards granted or paid to an executive officer under the terms of any of Brookfield Corporation’s incentive 
compensation or long-term incentive plans (collectively, “Awards”). This payment may be required in the event an 
executive officer is determined to have engaged in conduct which Brookfield Corporation’s compensation 
committee determines is detrimental to Brookfield Corporation. Brookfield Corporation’s compensation committee 
has full and final authority to make all determinations under the clawback policy including, without limitation, 
whether the clawback policy applies and if so, the amount of compensation to be repaid or forfeited by the executive 
officer. In order to protect Brookfield Corporation’s reputation and competitive ability, executive officers may be 
required to make such a payment if they engage in conduct that is detrimental to Brookfield Corporation during or 
after the cessation of their employment with Brookfield Corporation. Detrimental conduct includes any conduct or 
activity, whether or not related to the business of Brookfield Corporation, that is determined in individual cases by 
Brookfield Corporation’s Compensation Committee, to constitute: (i) fraud, theft-in-office, embezzlement or other 
illegal activity; (ii) failure to abide by applicable financial reporting, disclosure and/or accounting guidelines; (iii) 
material violations of Brookfield Corporation’s code of business conduct and ethics; or (iv) material violations of 
Brookfield Corporation’s positive work environment policy (including the sexual harassment related provisions 
thereof). The clawback policy relates to any Awards received (i) on or after the date the executive officer is 
determined to have engaged in detrimental conduct and/or (ii) the two-year period prior to the date the executive 
officer is determined to have engaged in detrimental conduct. Where it is determined that the executive officer 
engaged in detrimental conduct, Brookfield Corporation’s compensation committee will have the ability to: (i) 
require the executive officer to re-pay any Award paid to the executive officer; (ii) cancel/revoke any prior Award 
that has not yet vested, and any Award that has vested but has not yet been exercised; and/or (iii) require the 
executive officer to re-pay the cash value realized by the executive officer on any Award that has already vested to 
the executive officer. Awards include all plans under which cash payments or equity awards granted or paid are 
currently being made by Brookfield, including the DSUs, escrowed shares and restricted shares. Under our 
company’s clawback policy, which is in substantially the same form as Brookfield’s clawback policy described 
above, individuals who are designated as executive officers of our company may be required to pay the company or 
Brookfield Corporation a portion of any incentive or equity-based compensation and the profits realized from the 
sale of securities of our company or Brookfield Corporation in the event of a significant restatement of the financial 
statements of our company or if they engage in conduct which the board determines is materially detrimental to the 
company. The company’s Compensation Committee determines the amount to be paid and recommend same to the 
board for approval. Our company’s clawback policy may be applied in respect of conduct by an executive officer 
that is materially detrimental to the company both during or after the cessation of service with the company. The 
compensation that is subject to our clawback policy is comprised of compensation and benefits received in the 
period two years prior to the event giving rise to the claim and includes both monetary payments and shares or cash 
received from the exercise of options or the redemption of any other awards received under our company or 
Brookfield Corporation’s long-term share ownership plans from time to time, including (without limitation) stock 
options, DSUs, escrowed shares, restricted shares and restricted share units. 

Summary of Compensation

The following table sets out information concerning the compensation earned by, paid to or awarded to the 
NEOs during the year ended December 31, 2022. Our Chief Executive Officer, Chief Financial Officer, Chief 
Investment Officer and the Chief Executive Officer of our reinsurance business are employed by Brookfield 
Corporation and their services are provided to our company pursuant to the Administration Agreement on a cost 
recovery basis. Our company is not responsible for determining their compensation. The compensation information 
for our Chief Executive Officer, Chief Financial Officer, Chief Investment Officer and the Chief Executive Officer 
of our reinsurance business in the following table reflects the total compensation received in respect of all services 
provided to Brookfield.
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The NEOs, other than Mr. McConnie, are paid in Canadian dollars. Mr. McConnie is paid in Barbadian 
dollars. All Canadian dollar compensation amounts have been converted into U.S. dollars at an exchange rate of 
C$1.00 = US$0.7688, which was the average exchange rate for 2022 as reported by Bloomberg, unless otherwise 
noted. All Barbadian dollar compensation amounts have been converted into U.S. dollars at an exchange rate of 
BBD$1.00 = US$0.50, which was the average exchange rate for 2022 as reported by Bloomberg, unless otherwise 
noted.

Summary Compensation Table

Year

Share-based Awards

Options-
based 

Awards

All Other 
Compensation(e)

($)

Total Annual 
Compensation

($)
Name and Principal 

Position

Annual 
Base 

Salary
($)

Annual 
Cash 

Bonus(a)

($)

Deferred 
Share Units 

(DSUs)(b)

($)

Restricted 
Shares

($)

Escrowed 
Shares(c)

($)
Options(d)

($)

Pension 
Value 

($)

Sachin Shah
Chief Executive Officer

2022 538,160 538,160 — — 7,202,475 — — 31,245 8,310,040

Mabel Wong(f)

Chief Financial Officer
2022 105,340 245,055 — — — — — 28,353 378,748

Bahir Manios(g)

Chief Investment Officer
2022 480,500 480,500 — — — 593,008 — 31,332 1,585,340

Thomas Corbett(g)

Chief Financial Officer
2022 292,144 124,161 124,161 384,400 — 763,222 — 23,707 1,711,796

Paul Forestell
Chief Operating Officer

2022 384,400 384,400 — — — 610,530 — 435,432 1,814,762

Gregory McConnie
Chief Executive Officer, 
NER SPC and NER Ltd.

2022 275,000 220,000 — 137,500 — — 42,015 15,572 690,087

__________________________

(a) Each NEO is awarded an annual incentive which he or she can elect to receive in cash, DSUs or restricted shares. One of the NEOs elected 
to receive some or all of the annual incentive in DSUs.

(b) Reflects DSUs issued in lieu of a cash bonus, at the election of the individual. DSU awards in this column for 2022 were awarded effective 
on February 17, 2023. The value in this column reflects the entire value of the incentive awarded converted to U.S. dollars at the exchange 
rate of C$1.00 = US$0.7688. The number of DSUs was based on a price of US36.3654, the volume-weighted average price of the 
Brookfield Class A Shares on the NYSE for the five days preceding the award date of February 17, 2023.

(c) The amount for 2022 reflects an annual grant of escrowed shares for Sachin Shah made in February 2023. The value awarded under the 
escrowed stock plan for annual grants is determined by Brookfield Corporation and considers the stock market price of the Brookfield Class 
A Shares at the time of the award and the potential increase in value. For awards made in 2023, this is based on a hold period of 7.5 years, a 
volatility of 28.93%, a risk free rate of 3.97% and a dividend yield of 1.0%. This value for all grants has been discounted by 25% to reflect 
the five-year vesting.

(d) The amounts for 2022 reflect annual grants of options. The value awarded under the MSOP for annual grants is determined by Brookfield 
and considers the stock market price of the Brookfield Class A Shares at the time of the award and the potential increase in value. For 
Thomas Corbett and Paul Forestell, this is based on Brookfield Corporation options with a hold of 7.5 years, a volatility of 28.93%, a risk 
free rate of 3.97% and a dividend yield of 1.0%. For Bahir Manios and Gregory McConnie, this is based on Brookfield Asset Management 
options with a hold of 7.5 years, a volatility of 28.66%, a risk free rate of 3.92% and a dividend yield of 4.6%. These values, for the annual 
grants, have been discounted by 25% to reflect the five-year vesting.

(e) These amounts include annual retirement savings contributions, participation in the executive benefits program and, for Gregory McConnie, 
costs associated with the provision of a corporate vehicle, and for Paul Forestell, a payment of $528,333 in respect of a special cash 
retention award for continuing as a key executive of Brookfield Annuity Holdings Inc. 

(f) Mabel Wong resigned from her position as Chief Financial Officer of our company on August 11, 2022. Thomas Corbett was appointed 
Chief Financial Officer of our company on August 11, 2022. 

(g) Bahir Manios resigned from his position as Chief Investment Officer of our company on August 11, 2022. Lorenzo Lorilla was appointed 
Chief Investment Officer of our company on August 11, 2022.
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Option Awards and Share-Based Awards at December 31, 2022

The following table shows the Brookfield Corporation options, restricted shares, escrowed shares and 
DSUs outstanding at December 31, 2022.

Name

Option Awards Vested and 
Unvested

Share-Based Awards

Restricted Shares Escrowed Shares Deferred Share Units (DSUs)

Number of 
Securities 

Underlying 
Unexercised 

Options
(#)

Market Value 
of Unexercised 
in-the-money 
Options(a,b)

($)

Number 
of 

Unvested 
RSs
(#)

Market 
Value of 
Unvested 

RSs(b)

($)

Market 
Value of 
Vested 
RS(b)

($)

Number of 
Unvested 

ESs(c)

(#)

Market 
Value of 
Unvested 

ESs(b,c)

($)

Market 
Value of 
Vested
ESs(b,c)

($)

Number 
of 

Unvested 
DSUs

(#)

Market 
Value of 
Unvested 
DSUs(b)

($)

Market 
Value of 
Vested 
DSUs(b)

($)

Sachin Shah 0 0 0 0 0 5,142,652 0 0 0 0 8,222,113
Mabel Wong 19,712 76,709 0 0 28,454 0 0 0 0 0 34,558
Bahir Manios 604,024 4,612,077 0 0 0 122,153 0 0 0 0 1,000,844
Thomas Corbett 57,200 115,229 4,347 136,623 54,009 0 0 0 0 0 240,639
Paul Forestell 29,000 0 3,773 118,601 321,236 0 0 0 0 0 0
Gregory McConnie 33,000 413,235 8,727 274,542 0 0 0 0 0 0 0

__________________________

(a) The market value of the options is the amount by which the closing price of the Brookfield Class A Shares on December 30, 2022 exceeded 
the exercise price of the options.

(b) All values are calculated using the closing price of a Brookfield Class A Share on December 30, 2022 on the TSX and NYSE, as applicable, 
according to the currency in which the awards were originally made. The closing price of a Brookfield Class A Share on the TSX on 
December 30, 2022 was $31.43 (C$42.58 converted to U.S. dollars at the Bloomberg mid-market exchange rate on December 30, 2022 of 
C$1.00 = US$0.7382) and $31.46 on the NYSE, as applicable.

(c) The value of the escrowed shares is equal to the value of the Brookfield Class A Shares held by the applicable escrow company less the net 
liabilities and preferred share obligations of such escrow company. In connection with the Special Distribution and prior to completion of 
the Brookfield Arrangement, the vesting for the majority of Brookfield’s escrowed shares that were outstanding were accelerated and 
exchanged for Brookfield Class A Shares issued from treasury.

The following table shows the Brookfield Asset Management options, restricted shares, escrowed shares 
and DSUs outstanding at December 31, 2022.

Name

Option Awards Vested and 
Unvested

Share-Based Awards

Restricted Shares Escrowed Shares Deferred Share Units (DSUs)

Number of 
Securities 

Underlying 
Unexercised 

Options
(#)

Market Value 
of Unexercised 
in-the-money 
Options(a,b)

($)

Number 
of 

Unvested 
RSs
(#)

Market 
Value of 
Unvested 

RSs(b)

($)

Market 
Value of 
Vested 
RS(b)

($)

Number of 
Unvested 

ESs
(#)

Market 
Value of 
Unvested 

ESs(b,c)

($)

Market 
Value of 
Vested
ESs(b,c)

($)

Number 
of 

Unvested 
DSUs

(#)

Market 
Value of 
Unvested 
DSUs(b)

($)

Market 
Value of 
Vested 
DSUs(b)

($)

Sachin Shah 0 0 0 0 0 1,285,660 0 0 0 0 1,865,066
Mabel Wong 4,926 19,497 0 0 6,477 0 0 0 0 0 7,838
Bahir Manios 151,003 1,133,140 0 0 0 30,538 0 0 0 0 227,011
Thomas Corbett 14,298 30,723 1,087 31,100 12,294 0 0 0 0 0 54,582
Paul Forestell 7,249 0 939 26,877 72,797 0 0 0 0 0 0
Gregory McConnie 8,249 98,313 2,182 62,549 0 0 0 0 0 0 0

__________________________

(a) The market value of the options is the amount by which the closing price of the Brookfield Asset Management Ltd. Class A Shares on 
December 30, 2022 exceeded the exercise price of the options.

(b) All values are calculated using the closing price of a Brookfield Asset Management Class A Share on December 30, 2022 on the TSX and 
NYSE, as applicable, according to the currency in which the awards were originally made. The closing price of a Brookfield Asset 
Management Class A Share on the TSX on December 30, 2022 was $28.62 (C$38.77 converted to U.S. dollars at the Bloomberg mid-
market exchange rate on December 30, 2022 of C$1.00 = US$0.7382) and $28.67 on the NYSE, as applicable.
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(c) The value of the escrowed shares is equal to the value of the Brookfield Asset Management Class A Shares held by the applicable escrow 
company less the net liabilities and preferred share obligations of the escrow company. In connection with the Special Distribution, and 
prior to completion of the Brookfield Arrangement, the vesting for the majority of the Brookfield’s escrowed shares that were outstanding 
were accelerated and exchanged for Brookfield Class A Shares issued from treasury.

Outstanding Option Awards at December 31, 2022

The following table shows the details of each Brookfield Corporation option outstanding at December 31, 
2022.

Option-based Awards

Name

Number of securities 
underlying 

unexercised options
(#)

Options exercise 
price
($)

Options expiration
date

Market value of 
unexercised options(a)

($)
Mabel Wong   .......................................................... 4,350 22.05 25-Feb-2028 40,934

4,890 24.14 25-Feb-2029 35,776
3,532 31.64 13-Dec-2029 0
4,120 35.56 21-Feb-2031 0
2,753 46.62 17-Feb-2032 0

67 46.62 17-Feb-2032 0

Bahir Manios     ......................................................... 9,300 18.43 22-Nov-2025 121,223
2,400 16.70 22-Feb-2026 35,429
72,750 20.14 16-Feb-2027 823,872
67,425 20.14 16-Feb-2027 763,568
69,000 22.05 25-Feb-2028 649,290
303,262 24.14 25-Feb-2029 2,218,695
17,662 31.64 13-Dec-2029 0
16,675 35.56 21-Feb-2031 0
13,765 46.62 17-Feb-2032 0
31,785 46.62 17-Feb-2032 0

Thomas Corbett...................................................... 15,750 24.14 25-Feb-2029 115,229
11,400 31.64 13-Dec-2029 0
2,250 37.03 24-Feb-2030 0
14,550 35.56 21-Feb-2031 0
13,250 46.62 17-Feb-2032 0

Paul Forestell    ......................................................... 13,765 46.62 17-Feb-2032 0
15,235 46.62 17-Feb-2032 0

Gregory McConnie   ................................................ 11,250 19.83 23-Feb-2025 130,830
10,500 16.70 22-Feb-2026 155,002
11,250 20.14 16-Feb-2027 127,403

__________________________

Notes:
(a) The market value of the options is the amount by which the closing price of the Brookfield Class A Shares on December 30, 2020 exceeded 

the exercise price of the options. All values are calculated using the closing price of a Brookfield Class A Share on December 30, 2022 on 
the TSX and on the NYSE, as applicable. The closing price of a Brookfield Class A Share on the TSX on December 30, 2022 was $31.43 
(C$42.58 converted to U.S. dollars at the Bloomberg mid-market exchange rate on December 30, 2022 of C$1.00 = US$0.7382) and $31.46 
on the NYSE, as applicable.
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The following table shows the details of each Brookfield Asset Management option outstanding at 
December 31, 2022.

Option-based Awards

Name

Number of securities 
underlying 

unexercised options
(#)

Options exercise 
price
($)

Options expiration
date

Market value of 
unexercised 

options(a)

($)
Mabel Wong ............................................................ 1,087 19.50 25-Feb-2028 9,962

1,222 21.36 25-Feb-2029 8,936
883 27.99 13-Dec-2029 599

1,030 31.46 21-Feb-2031 0
688 41.24 17-Feb-2032 0
16 41.24 17-Feb-2032 0

Bahir Manios  ........................................................... 2,325 16.30 22-Nov-2025 28,764
600 14.77 22-Feb-2026 8,340

18,187 17.81 16-Feb-2027 197,489
16,856 17.81 16-Feb-2027 183,036
17,250 19.50 25-Feb-2028 158,098
75,815 21.36 25-Feb-2029 554,420
4,415 27.99 13-Dec-2029 2,994
4,168 31.46 21-Feb-2031 0
3,441 41.24 17-Feb-2032 0
7,946 41.24 17-Feb-2032 0

Thomas Corbett   ....................................................... 3,937 21.36 25-Feb-2029 28,790
2,850 27.99 13-Dec-2029 1,933
562 32.75 24-Feb-2030 0

3,637 31.46 21-Feb-2031 0
3,312 41.24 17-Feb-2032 0

Paul Forestell     .......................................................... 3,441 41.24 17-Feb-2032 0
3,808 41.24 17-Feb-2032 0

Gregory McConnie      ................................................. 2,812 17.54 23-Feb-2025 31,292
2,625 14.77 22-Feb-2026 36,486
2,812 17.81 16-Feb-2027 30,535

__________________________

Notes:
(a) The market value of the options is the amount by which the closing price of the Brookfield Asset Management Class A Shares on December 

30, 2020 exceeded the exercise price of the options. All values are calculated using the closing price of a Brookfield Asset Management 
Class A Share on December 30, 2022 on the TSX and on the NYSE, as applicable. The closing price of a Brookfield Asset Management 
Class A Share on the TSX on December 30, 2022 was $28.62 (C$38.77 converted to U.S. dollars at the Bloomberg mid-market exchange 
rate on December 30, 2022 of C$1.00 = US$0.7382) and $28.67 on the NYSE, as applicable.
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Value Vested or Earned During 2022

The following table shows the value of all options, share-based awards, and non-equity plan compensation 
which vested during 2022.

Value Vested During 2022(a)

Non-equity incentive plan 
compensation – Value earned 

during the yearNamed Executive Officer
Options(b)

($)
DSUs(c)

($)

Restricted 
Shares(d)

($)

Escrowed 
Shares

($)

Sachin Shah    ......................................... 0 107,899 0 40,450,380
538,160

Mabel Wong    ........................................ 460,438 454 8,250 0 245,055

Bahir Manios    ....................................... 7,036,121 13,136 0 1,206,570 480,500

Tom Corbett   ......................................... 351,071 320,210 88,859 0 124,161

Paul Forestell   ....................................... 0 0 100,989 0 384,400

Gregory McConnie   .............................. 144,982 0 146,093 0 220,000

__________________________

(a) All values are calculated using the closing price of a Brookfield Class A Share on the vesting date on the TSX and on the NYSE, as 
applicable. Canadian dollar amounts are converted into U.S. dollars using the average Bloomberg mid-market exchange rate for 2022 of 
C$1.00 = US$0.7688. The value of the escrowed shares is equal to the value of the Brookfield Class A Shares held by the escrow company 
less the net liabilities and preferred share obligations of the escrow company.

(b) Values represent the amount by which the value of Brookfield Class A Shares exceeded the exercise price on the day the options vested. 
(c) Values in this column represent the value of Brookfield DSUs vested in 2022, including DSUs awarded on February 18, 2022 in lieu of the 

cash bonus related to performance in 2021.
(d) Values in this column represent the value of restricted shares vested in 2022, including restricted shares awarded in lieu of the cash bonus 

related to performance in 2021.

Pension and Retirement Benefits

With the exception of Mr. McConnie, our NEOs do not participate in any registered defined benefit or 
defined contribution plans or any other post-retirement supplementary compensation plans. The NEOs based in 
Canada receive an annual contribution to their registered retirement savings plans equal to 6% of their base salary, 
subject to an annual RRSP contribution limit established by the CRA.

Mr. McConnie participates in a defined contribution pension plan sponsored by Brookfield International 
Bank Inc. The employer contribution for Mr. McConnie under the plan is equal to 15% of his annual base salary. 
Mr. McConnie’s pension entitlement under the plan is fully vested as he has over 36 months of continuous service 
with Brookfield. Membership in the plan terminates upon cessation of employment. The retirement age under the 
plan is 65 years.

The following table sets forth details regarding Mr. McConnie’s participation in the defined contribution 
pension plan in respect of 2022.

Name Accumulated value at start of year Compensatory Accumulated value at year end

Gregory McConnie      ............ $715,928 $42,015 $723,373 
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Termination and Change of Control Benefits

With the exception of Mr. McConnie, there are no employment contracts between the NEOs and our 
company or Brookfield Corporation. With the exception of Mr. McConnie, none of the NEOs have any termination, 
change of control arrangement or other compensatory plan, contract or arrangement with our company or Brookfield 
Corporation.

Pursuant to his employment agreement, in the event that Mr. McConnie’s employment is terminated by his 
employer, he is eligible to receive a severance payment as determined under the Severance Payments Act of 
Barbados (Chapter 355A), plus a one-time payment in the amount of BBD$300,000 (equivalent to US$150,000 at an 
exchange rate of BBD$1.00 = US$0.50). 

The following table provides a summary of the termination provisions in Brookfield Corporation’s long-
term incentive plans. No incremental entitlements are triggered by termination, resignation, retirement or a change in 
control. Any exceptions to these provisions are approved on an individual basis at the time of cessation of 
employment. Exceptions are approved by the chair of Brookfield Corporation’s compensation committee or its 
board of directors, depending on the circumstances.

Termination Event DSUs Options
Restricted Shares / 
Escrowed Shares

Retirement (as determined at 
the discretion of Brookfield 
Corporation’s board of 
directors)

Vested units are redeemable 
on the day employment 
terminates. Unvested units are 
forfeited.

Vesting ceases on retirement. 
Vested options are exercisable 
until their expiration date. 
Unvested options are 
cancelled.

Vested shares are redeemable 
on the day employment 
terminates, subject to the hold 
period. Unvested shares are 
forfeited.

Termination Without Cause Vested units are redeemable 
on the day employment 
terminates. Unvested units are 
forfeited.

Upon date of termination, 
unvested options are cancelled 
and vested options continue to 
be exercisable for 60 days (a) 
from the termination date, 
after which unexercised 
options are cancelled 
immediately.

Vested shares are redeemable 
on the day employment 
terminates, subject to the hold 
period. Unvested shares are 
forfeited.

Termination With Cause Upon date of termination, all 
unvested and vested units are 
forfeited, with the exception 
of DSUs awarded as a result 
of a participant’s election to 
take their annual bonus in the 
form of DSUs.

Upon date of termination, all 
vested and unvested options 
are cancelled.

Upon date of termination, all 
vested and unvested shares are 
forfeited.

Resignation Vested units are redeemable 
on the day employment 
terminates. Unvested units are 
forfeited.

Upon date of termination, all 
vested and unvested options 
are cancelled.

Vested shares are redeemable 
on the day employment 
terminates, and remain subject 
to the hold period. Unvested 
shares are forfeited.

Death Vested units are redeemable 
on the date of death. Unvested 
units are forfeited.

Options continue to vest and 
are exercisable for six months 
following date of death(a) after 
which all unexercised options 
are cancelled immediately.

Vested shares are redeemable 
on the date of death, and 
remain subject to the hold 
period. Unvested shares are 
forfeited.

__________________________

(a) Up to but not beyond the expiry date of options.
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6.C BOARD PRACTICES

Board Structure, Practices and Committees

The structure, practices and committees of our board, including matters relating to the size, independence 
and composition of our board, the election and removal of directors, requirements relating to board action and the 
powers delegated to board committees are governed by our memorandum of association, bye-laws and policies 
adopted by our board. Our board is responsible for exercising the management, control, power and authority of our 
company except as required by applicable law, the memorandum of association or the bye-laws. The following is a 
summary of certain provisions of the memorandum of association, bye-laws and policies that affect our company’s 
governance.

Meetings of the Board

Our board meets at least four times each year, with additional meetings held to consider specific items of 
business or as deemed necessary. Meeting frequency and agenda items may change depending on the opportunities 
or risks faced by our company. Our board is responsible for its agenda. At all quarterly meetings, the independent 
directors meet without the presence of management and the directors that are not independent.

Size, Independence and Composition of Our Board

The size of our board currently is set at a minimum of four (4) members and a maximum of sixteen (16) 
members or such number in excess thereof as the shareholders may determine, with (i) at least two directors being 
local residents of Bermuda, (ii) no more than three directors being resident in any one other country (aside from 
Bermuda), (iii) no more than two directors elected by holders of class A exchangeable shares being resident in any 
one other country (aside from Bermuda) and (iv) no more than two directors elected by holders of class B shares 
being resident in any one other country (aside from Bermuda), provided that the board may, at its discretion, 
increase or decrease the residency requirements.

In addition, our bye-laws provide that no directors or employees of Brookfield Corporation shall serve as a 
director of our company elected by holders of class A exchangeable shares. At least a majority of the directors 
holding office must be independent of our company and Brookfield, as determined by the full board using the 
standards for independence established by the NYSE.

If the death, resignation or removal of an independent director results in our board consisting of less than a 
majority of independent directors, the vacancy must be filled promptly. Pending the filling of such vacancy, our 
board may temporarily consist of less than a majority of independent directors and those directors who do not meet 
the standards for independence may continue to hold office.

Election and Removal of Directors

In the election of directors, holders of class A exchangeable shares are entitled to elect one-half of the board 
of directors of our company. The Class B Partners, who collectively hold all of the class B shares, are entitled to 
elect the other one-half of the board of directors of our company. Consistent with Brookfield Corporation, our bye-
laws provide for cumulative voting. Accordingly, our bye-laws provide that each holder of shares of a class or series 
of shares of our company entitled to vote in an election of directors has the right to cast a number of votes equal to 
the number of votes attached to the shares held by the holder multiplied by the number of directors to be elected by 
the holder and the holders of shares of the classes or series of shares entitled to vote with the holder in the election of 
directors. A holder may cast all such votes in favor of one candidate or distribute such votes among its candidates in 
any manner the holder sees fit. Where a holder has voted for more than one candidate without specifying the 
distribution of votes among such candidates, the holder shall be deemed to have divided the holder’s votes equally 
among the candidates for whom the holder voted.

Page 135



Each of our current directors will serve until the close of the next annual meeting of shareholders of our 
company or his or her death, resignation or removal from office, whichever occurs first. Our bye-laws provide that 
any director may be removed as follows: (a) with respect to the directors elected by holders of the class A 
exchangeable shares, an affirmative vote of holders of class A exchangeable shares holding a majority of the issued 
and outstanding class A exchangeable shares entitled to vote at a special general meeting convened and properly 
held or conferring the right to vote on a resolution to remove a director; and (b) with respect to the directors elected 
by the holders of the class B shares, an affirmative vote of class B shareholders holding a majority of the issued and 
outstanding class B shares entitled to vote at a special general meeting convened and properly held or conferring the 
right to vote on a resolution to remove a director; provided, that the notice of any such meeting convened for the 
purpose of removing a director must contain a statement of the intention to remove the director and be served on the 
director not less than 14 days before the meeting, and that the director shall be entitled to be heard at the meeting on 
the motion for his or her removal. A director will be automatically removed from our board if he or she becomes 
bankrupt, insolvent or suspends payments to his or her creditors or becomes prohibited by law from acting as a 
director.

Majority Voting Policy

Our board has adopted a majority voting policy stipulating that, if the total number of shares voted in favor 
of the election of a director nominee represents less than a majority of the total shares voted and withheld for that 
director, the nominee will tender his or her resignation immediately after the meeting. Within 90 days of the 
meeting, our board will determine whether or not to accept a director’s resignation and will issue a press release 
announcing our board of director’s decision, a copy of which will be provided to the TSX. Absent exceptional 
circumstances, our board will accept the resignation. The resignation will be effective when accepted by our board. 
If our board determines not to accept a resignation, the press release will fully state the reasons for that decision. A 
director who tenders his or her resignation will not participate in a meeting of our board at which the resignation is 
considered. The majority voting policy does not apply in circumstances involving contested director elections.

Mandate of the Board

Our board oversees the management of our company’s business and affairs directly and through three 
standing committees: the Audit Committee, Governance and Nominating Committee and Compensation Committee 
(collectively, the “Committees”). The responsibilities of our board and each Committee, respectively, are set out in 
written charters, which are reviewed and approved annually by our board.

Our board is responsible for:

• overseeing our company’s long-term strategic planning process and reviewing and approving its 
annual business plan;

• overseeing management’s approach to managing the impact of key risks facing our company;

• safeguarding shareholders’ equity interests through the optimum utilization of our company’s capital 
resources;

• promoting effective corporate governance;

• overseeing our company’s environmental, social and governance program and related practices;

• reviewing major strategic initiatives to determine whether management’s proposed actions accord with 
long-term corporate goals and shareholder objectives;

• assessing management’s performance against approved business plans;
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• approving any change in the identity of the Chief Executive Officer or Chief Investment Officer under 
the terms of the Administration Agreement and overseeing the Chief Executive Officer’s selection of 
other members of senior management and reviewing succession planning; and

• reviewing and approving the reports issued to shareholders, including annual and interim financial 
statements.

Term Limits and Board Renewal

The Governance and Nominating Committee leads the effort to identify and recruit candidates to join our 
board. In this context, the Governance and Nominating Committee’s view is that our board should reflect a balance 
between the experience that comes with longevity of service on our board and the need for renewal and fresh 
perspectives.

The Governance and Nominating Committee does not support a mandatory retirement age, director term 
limits or other mandatory board of directors turnover mechanisms because its view is that such policies are overly 
prescriptive; therefore, our company does not have term limits or other mechanisms that compel board of directors 
turnover. The Governance and Nominating Committee does believe that periodically adding new voices to our board 
can help our company adapt to a changing business environment and board of directors renewal is a priority.

The Governance and Nominating Committee reviews the composition of our board on a regular basis in 
relation to approved director criteria and skill requirements and recommends changes as appropriate to renew our 
board.

Transactions in which a Director has an Interest

A director who directly or indirectly has an interest in a contract, transaction or arrangement with our 
company or certain of our affiliates is required to disclose the nature of his or her interest to the full board. Such 
disclosure may take the form of a general notice given to our board to the effect that the director has an interest in a 
specified company or firm and is to be regarded as interested in any contract, transaction or arrangement which may 
after the date of the notice be made with that company or firm or its affiliates. A director may participate in any 
meeting called to discuss or any vote called to approve the transaction in which the director has an interest and any 
transaction approved by our board will not be void or voidable solely because the director was present at or 
participates in the meeting in which the approval was given provided that our board or a board committee authorizes 
the transaction in good faith after the director’s interest has been disclosed or the transaction is fair to our company 
at the time it is approved.

Board Diversity Policy

Our company is committed to enhancing the diversity of our board. Our company’s view is that our board 
should reflect a diversity of backgrounds relevant to its strategic priorities. This includes such factors as diversity of 
business expertise and international experience, in addition to geographic and gender diversity.

To achieve our board of director’s diversity goals, our company has adopted the following written policy:

• Board of directors appointments will be based on merit, having due regard for the benefits of diversity 
on our board, so that each nominee possesses the necessary skills, knowledge and experience to serve 
effectively as a director; and

• In the director identification and selection process, diversity on our board, including the level of 
representation of women on our board, will influence succession planning and be a key criterion in 
identifying and nominating new candidates for election to our board.
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The diversity policy does not set any formal targets on diversity for directors at this time, because of the 
current need for geographic diversity of directors and the emphasis on subject matter expertise. The Governance and 
Nominating Committee is responsible for implementing our board diversity policy, monitoring progress towards the 
achievement of its objectives and recommending to our board any necessary changes that should be made to the 
policy.

Our company does not have a target for the representation of women in executive officer positions because 
such targets do not accurately reflect the full range of factors considered in hiring or promoting executive officers.

Director Share Ownership Requirements

We believe that directors can better represent shareholders if they have economic exposure to our company 
themselves. We expect that directors of our company hold sufficient number of our class A exchangeable shares 
and/or Brookfield Class A Shares such that the acquisition costs of our class A exchangeable shares or Brookfield 
Class A Shares held by such directors is equal to at least two times their aggregate annual retainer for serving as a 
director of our company, as determined by our board from time to time. Directors of our company are required to 
meet this requirement within five (5) years of their date of appointment.

Director Orientation and Education

New directors of our company are provided with comprehensive information about our company and our 
operating subsidiaries. Arrangements are made for specific briefing sessions from appropriate senior personnel to 
help new directors better understand our strategies and operations. They also participate in the continuing education 
measures discussed below.

Our board receives annual operating plans for our business and more detailed presentations on particular 
strategies. Existing directors are invited to join the orientation sessions for new directors as a refresher. The directors 
have the opportunity to meet and participate in work sessions with management to obtain insight into the operations 
of our company and our operating subsidiaries. Directors are regularly briefed to help better understand industry-
related issues such as accounting rule changes, transaction activity, capital markets initiatives, significant regulatory 
developments, as well as trends in corporate governance.

Committees of the Board

The three standing Committees of our board assist in the effective functioning of our board and help ensure 
that the views of independent directors are effectively represented:

• Audit Committee;

• Governance and Nominating Committee; and

• Compensation Committee.

The responsibilities of these Committees are set out in written charters, which are reviewed and approved 
annually by our board. It is our board of director’s policy that all Committees must consist entirely of independent 
directors. Special committees may be formed from time to time to review particular matters or transactions. While 
our board retains overall responsibility for corporate governance matters, each standing Committee has specific 
responsibilities for certain aspects of corporate governance in addition to its other responsibilities, as described 
below.
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Audit Committee

The Audit Committee is responsible for monitoring our company’s systems and procedures for financial 
reporting and associated internal controls, and the performance of our company’s external and internal auditors. It is 
responsible for reviewing certain public disclosure documents before their approval by our full board of directors 
and release to the public, such as our company’s quarterly and annual financial statements and management’s 
discussion and analysis. The Audit Committee is also responsible for recommending the independent registered 
public accounting firm to be nominated for appointment as the external auditor, and for approving the assignment of 
any non-audit work to be performed by the external auditor, subject to the Audit Committee’s Audit Policy. The 
Audit Committee meets regularly in private session with our company’s external auditor and internal auditors, 
without management present, to discuss and review specific issues as appropriate. In addition to being independent 
directors as described above, all members of the Audit Committee must meet an additional “independence” test 
under Canadian and U.S. securities laws, in that their directors’ fees must be and are the only compensation they 
receive, directly or indirectly, from our company. Further, the Audit Committee requires that all its members 
disclose any form of association with a present or former internal or external auditor of our company to our board 
for a determination as to whether this association affects the independent status of the director.

Governance and Nominating Committee

It is the responsibility of the Governance and Nominating Committee, in consultation with the Chair, to 
assess from time to time the size and composition of our board and its Committees; to review the effectiveness of 
our board operations and its relations with management; to assess the performance of our board, its Committees and 
individual directors; to review our company’s statement of corporate governance practices and to review and 
recommend the directors’ compensation. Our board has implemented a formal procedure for evaluating the 
performance of our board, its Committees and individual directors — the Governance and Nominating Committee 
reviews the performance of our board, its Committees and the contribution of individual directors on an annual 
basis.

The Governance and Nominating Committee is responsible for reviewing the credentials of proposed 
nominees for election or appointment to our board and for recommending candidates for membership on our board, 
including the candidates proposed to be nominated for election to our board at the annual meeting of shareholders. 
To do this, the Governance and Nominating Committee maintains an “evergreen” list of candidates to ensure 
outstanding candidates with needed skills can be quickly identified to fill planned or unplanned vacancies. 
Candidates are assessed in relation to the criteria established by our board to ensure that our board has the 
appropriate mix of talent, quality, skills, diversity, perspectives and other requirements necessary to promote sound 
governance and the effectiveness of our board. The Governance and Nominating Committee is responsible for 
overseeing our company’s approach to ESG matters, which includes a review of our company’s current and 
proposed ESG initiatives and any material disclosures regarding ESG matters.

Compensation Committee

The Compensation Committee is responsible for reviewing and reporting to our board on management 
resource matters, including ensuring a diverse pool for succession planning, the job descriptions and annual 
objectives of senior executives, the form of executive compensation in general including an assessment of the risks 
associated with the compensation plans and the levels of compensation of the senior executives, other than the Chief 
Executive Officer and Chief Investment Officer whose services are provided by Brookfield at our request under the 
Administration Agreement and for whom our company pays a pro rata share of their annual cash compensation. The 
Compensation Committee also reviews the performance of senior management against written objectives and reports 
thereon. In addition, the Compensation Committee is responsible for reviewing any allegations of workplace 
misconduct claims that are brought to the Committee’s attention through our company’s ethics hotline, a referral 
from our company’s human resources department.
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All members of the Compensation Committee meet the standard director independence test in that they 
have no relationship which could, in the view of our board, be reasonably expected to interfere with the exercise of 
their independent judgment.

Our board has also adopted a heightened test of independence for all members of the Compensation 
Committee, which entails that our board has determined that no Compensation Committee member has a 
relationship with senior management that would impair the member’s ability to make independent judgments about 
our company’s executive compensation. This additional independence test complies with the test in the listing 
standards of the NYSE. Additionally, the Compensation Committee evaluates the independence of any advisor it 
retains in order to comply with the aforementioned NYSE listing standards.

In reviewing our company’s compensation policies and practices each year, the Compensation Committee 
seeks to ensure the executive compensation program provides an appropriate balance of risk and reward consistent 
with the risk profile of our company. The Compensation Committee also seeks to ensure our company’s 
compensation practices do not encourage excessive risk-taking behavior by the senior management team.

The participation in long-term incentive plans is intended to discourage executives from taking excessive 
risks in order to achieve short-term unsustainable performance.

Board, Committee and Director Evaluation

Our board believes that a regular and formal process of evaluation improves the performance of our board 
as a whole, the Committees and individual directors. A survey is sent annually to independent directors inviting 
comments and suggestions on areas for improving the effectiveness of our board and its Committees. The results of 
this survey is reviewed by the Governance and Nominating Committee, which makes recommendations to our board 
as required. Each independent director also receives a self-assessment questionnaire and all directors are required to 
complete a skill-set evaluation which is used by the Governance and Nominating Committee for planning purposes. 
The Chair also holds private interviews with each non-management director annually to discuss the operations of our 
board and its Committees, and to provide any feedback on the individual director’s contributions.

Position Descriptions

The board of directors has adopted a written position description for the Chair, which sets out the Chair’s 
key responsibilities, including, as applicable, duties relating to setting board of directors meeting agendas, chairing 
board of directors and shareholder meetings and communicating with shareholders and regulators. The board of 
directors has also adopted a written position description for each of the Committee chairs which sets out each of the 
Committee chair’s key responsibilities, including duties relating to setting Committee meeting agendas, chairing 
Committee meetings and working with the Committee and management to ensure, to the greatest extent possible, the 
effective functioning of the Committee.

The board of directors has also adopted a written position description for the Chief Executive Officer which 
sets out the key responsibilities of the Chief Executive Officer. The primary functions of the Chief Executive Officer 
is to lead management of the business and affairs of our company, to lead the implementation of the resolutions and 
the policies of the board of directors, to supervise day to day management and to communicate with shareholders 
and regulators.

Personal Trading Policy

Each of the company’s and Brookfield Corporation’s directors, officers and employees are subject to our 
personal trading policy and/or Brookfield Corporation’s personal trading policy, as applicable.
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All of our company’s directors, officers and employees are subject to our personal trading policy, which 
prohibit trading in the securities of our company or Brookfield Corporation while in possession of material 
undisclosed information about our company or Brookfield Corporation. Those individuals are also prohibited from 
entering into certain types of hedging transactions involving the securities of our company, such as short sales, 
prepaid variable forward contracts, equity swaps and put options. In addition, our personal trading policy prohibits 
trading in our company’s securities during prescribed blackout periods. We also require all executives and directors 
to pre-clear trades in our company’s securities.

Code of Business Conduct and Ethics

Our company’s policy is that all its activities be conducted with the utmost honesty, integrity, fairness and 
respect and in compliance with all legal and regulatory requirements. To that end, our company maintains a Code of 
Business Conduct and Ethics, a copy of which is available on our website at https://bnre.brookfield.com and has 
been filed on our SEDAR profile at www.sedar.com and EDGAR profile at www.sec.gov. The Code of Business 
Conduct and Ethics sets out the guidelines and principles for how directors and employees should conduct 
themselves as members of our team. Preserving our corporate culture is vital to the organization and following the 
Code of Business Conduct and Ethics will help us do that.

All directors, officers and employees of our company are required to provide a written acknowledgment 
upon joining our company that they are familiar with and will comply with the Code of Business Conduct and 
Ethics. All directors, officers and employees of our company are required to provide this same acknowledgment 
annually. Our board reviews the Code of Business Conduct and Ethics annually to consider whether to approve 
changes in our company’s standards and practices.

6.D EMPLOYEES

We have over 3,500 full time employees located in Canada, the U.S., United Kingdom, Cayman Islands, 
and Bermuda. These employees are responsible for the execution of all material aspects of the business including 
management, underwriting, oversight and decision-making responsibilities.

We receive the services of our company’s Chief Executive Officer, Chief Financial Officer and Chief 
Investment Officer, as well as certain administrative and other support services under the terms of the 
Administration Agreement. Such services may include assisting our Chief Executive Officer and Chief Financial 
Officer with the standard functions of a public company, such as financial reporting, investor relations, human 
resources, information technology, compliance, shareholder correspondence, and ongoing disclosure obligations. 
The services provided to us by Brookfield under the Administration Agreement will be provided on a cost-recovery 
basis. See Item 10.C “Material Contracts — The Administration Agreement”. We may also outsource some of our 
administrative services to third parties, in each case on market terms. 

Our registered office is located in Pembroke, Bermuda. The registered office of BAC is in Toronto, 
Ontario. The registered offices of NER SPC, NER Ltd. are located in George Town, Grand Cayman and Pembroke, 
Bermuda, respectively. The registered office of American National is in Galveston, Texas.
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6.E SHARE OWNERSHIP

As of the date of this Form 20-F, the directors and officers of our company, and their respective associates, 
as a group, beneficially owned, directly or indirectly, or exercised control or direction over, less than one percent of 
the outstanding class A exchangeable shares. The following table shows the number of class A exchangeable shares 
held by each of the directors and officers of our company as of the date of this Form 20-F:

Name Title

Number of 
class A 

exchangeable 
shares

Percentage of 
total class A 

exchangeable 
shares

Barry Blattman Director 28,982 *
Soonyoung Chang Director — —

William Cox Director 3,465 *
Gregory Morrison Director — —

Lars Rodert Director 7,000 —
Anne Schaumburg Director 450 *

Jay Wintrob Director — —
Sachin Shah Director and Chief Executive Officer 73,414 *

Thomas Corbett Chief Financial Officer 140 *
Lorenzo Lorilla Chief Investment Officer — *

Gregory McConnie Chief Executive Officer, NER SPC and NER Ltd. 30 *
Paul Forestell Chief Operating Officer — —

__________________________

* Represents less than 1% of the applicable total.

6.F DISCLOSURE OF A REGISTRANT’S ACTION TO RECOVER ERRONEOUSLY AWARDED 
COMPENSATION

Not applicable.

ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS

7.A MAJOR SHAREHOLDERS

The table below presents information as of the date of this Form 20-F regarding the beneficial ownership of 
our voting securities shares by each person or entity that beneficially owns 5% or more of our class A exchangeable 
shares and class B shares. Our class A exchangeable shares held by the principal shareholders listed below do not 
entitle such shareholders to different voting rights than those of other holders of our class A exchangeable shares.

Name

Class A Exchangeable
Shares Beneficially

Owned (1)(2)
Class B Shares

Beneficially Owned(1)

Number Percentage Number Percentage
Bruce Flatt 1,065,378 10.19% — —%
BAM Re Partners Trust(3) — —% 24,000 100%
Partners Value Investments Inc. (4) 915,000 8.76% — —%
CI Investments Inc.(5) 552,786 5.29% — —%

__________________________

(1) Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect 
to securities. Our exchangeable shares relating to securities currently exercisable or exercisable within sixty (60) days of the date of this 
table are deemed outstanding for computing the percentage of the person holding such securities but are not deemed outstanding for 
computing the percentage of any other person.
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(2) The percentages shown are based on approximately 10,450,952 class A exchangeable shares outstanding as of the date of this Form 20-F. 
(3) The Class B Partners, collectively, beneficially own all of our class B shares. The Class B Partners are entitled to elect half of our board and 

approve all other matters requiring shareholder approval. See Item 10.B “Memorandum and Bye-Laws – Class B Shares – Election of 
Directors”. The class B shares are held by the Class B Partners through a voting trust, which we refer to as the BNRE Partnership. The 
beneficial interests in the BNRE Partnership, and the voting interests in its trustee are held by entities which are owned by the Class B 
Partners, long-standing Partners who span generations in order to foster the long-term nature of the BNRE Partnership, as follows: (i) Bruce 
Flatt (48%), (ii) Brian Kingston (19%), and (iii) Sachin Shah, Anuj Ranjan, Connor Teskey, Cyrus Madon and Sam Pollock (33% in equal 
parts). The trustee votes the class B shares with no single individual or entity controlling the BNRE Partnership. In the event of a 
fundamental disagreement among the shareholders of the trustee (and until the disagreement is resolved), three individuals have been 
granted (subject to receipt of all applicable regulatory approvals) the authority to govern and direct the actions of the trustee until the 
disagreement is resolved. These individuals, none of whom are Partners, are Marcel R. Coutu, Frank J. McKenna and Lord Gus O’Donnell. 
These individuals are, and their successors are required to be, longstanding and respected business colleagues associated with our company 
and the BNRE Partnership.

(4) As reported in Partners Value Investments Inc.’s Form SC 13D filed on our EDGAR profile at www.sec.gov on March 13, 2023. 
(5) As reported in CI Investments Inc.’s Form SC 13G filed on our EDGAR profile at www.sec.gov on February 14, 2023. 

To the knowledge of the directors and officers of the company, there are no other persons or corporations 
that beneficially own, exercise control or direction over, have contractual arrangements such as options to acquire, 
or otherwise hold voting securities of the company carrying more than 5% of the votes attached to any class of 
outstanding voting securities of our company.

As of March 22, 2023, 6,317 out of our 10,450,952 outstanding class A exchangeable shares were held by 
639 holders of record in the United States, not including class A exchangeable shares held of record by DTC. As of 
March 22, 2023, DTC was the holder of record of 3,501,819 class A exchangeable shares.

7.B RELATED PARTY TRANSACTIONS

Our exchangeable shares have been structured with the intention of providing an economic return 
equivalent to the Brookfield Class A Shares. Therefore, we expect that the market price of our exchangeable shares 
should be impacted by the market price of the Brookfield Class A Shares and the business performance of 
Brookfield Corporation (including as a result of its investment in the Asset Management Company). Brookfield 
Corporation is the sole holder all of our class C shares, which entitle Brookfield Corporation to all of the residual 
value in our company after payment in full of the amount due to holders of exchangeable shares and class B shares 
(consisting of any declared and unpaid distributions, and the delivery of Brookfield Class A Shares or the cash 
equivalent on a redemption or liquidation) and subject to the prior rights of holders of Preferred Shares. We believe 
this residual economic interest, together with the mechanisms to create economic equivalence between the 
exchangeable shares and Brookfield Class A Shares, creates alignment between the interests of Brookfield 
Corporation and our shareholders since an investment in our exchangeable shares provides investors with the same 
economic exposure to the broader business of Brookfield Corporation as an investment in the Brookfield Class A 
Shares.

As a result of the exchanges of our exchangeable shares that occur from time to time, Brookfield 
Corporation may own certain of our exchangeable shares. Brookfield Corporation currently owns less than 5% of 
the class A exchangeable shares. In its capacity as the holder of the class C shares, any exchangeable shares that are 
owned by Brookfield Corporation from time to time are convertible are at its option into additional class C shares. 
Brookfield Corporation will be entitled to cast one vote for each class A exchangeable share to the extent held on the 
record date for voting at a meeting of shareholders of the company, consistent with the rights of other holders of the 
class A exchangeable shares.
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Brookfield Corporation holds all of the class C shares, which entitle it to all of the residual value in our 
company after payment in full of the amount due to holders of class A exchangeable shares, class A-1 exchangeable 
shares and class B shares (consisting of any declared and unpaid distributions, and the delivery of Brookfield Class 
A Shares or the cash equivalent on a redemption or liquidation) and subject to the prior rights of holders of Preferred 
Shares, if any. Brookfield Corporation will, however, have a consent right over certain matters regarding our 
company and the right to commence a liquidation of our company upon the occurrence of certain events. See Item 
10.B “Memorandum and Bye-Laws — Rights Agreement” for a further description of the Rights Agreement and 
Item 10.B “Memorandum and Bye-Laws — Class C Shares — Conversion of Tendered Class A Exchangeable 
Shares”.

For a description of certain related party transactions, please see Note 17 “Related Party Transactions” in 
the notes to the consolidated financial statements.

Conflicts of Interest

We rely on Brookfield for both operational and financial support. For example, as described above, we rely 
on Brookfield to provide our Chief Executive Officer, Chief Financial Officer and Chief Investment Officer and to 
provide additional operational and financial support pursuant to the Support Agreement, Credit Agreement and 
Equity Commitment, as applicable. We are also an advisory client under the Investment Management Agreements 
with the Asset Management Company in which Brookfield Corporation holds a 75% interest. Under these 
arrangements, the Asset Management Company has discretion over how certain investments are made, and we 
cannot be assured as to how the Asset Management Company will manage our investments. 

Brookfield is a global alternative asset manager with significant assets under management and a long 
history of owning, managing and operating assets, businesses and investment vehicles across various industries, 
sectors, geographies and strategies. Brookfield’s activities include, among others: (i) investment and asset 
management; (ii) managing and investing reinsurance capital; (iii) sponsoring, offering and managing private and 
public investment vehicles that invest in the global fixed income, currency, commodity, equities, private equity and 
other markets; and (iv) developing, constructing, owning, managing, operating and servicing real estate, renewable 
power, infrastructure and other companies and assets, including among others residential, commercial, storage and 
mixed-use real estate, data centers, transportation facilities, electric utilities, industrial and manufacturing facilities, 
energy companies, metals and mining companies, timberlands and agrilands, natural gas pipelines, and other assets; 
providing capital and financing solutions, as well as financial advisory, business development and other financial 
services; and other activities.

Our overall objective of leveraging Brookfield’s experience, expertise, broad reach, relationships and 
position in the markets for, among other things, investments opportunities and deal flow, will result in us, among 
other things, investing in or alongside Brookfield Accounts, as well as in acquisition financing and other loans to, 
leases and leaseback transactions and insurance contracts and debt and equity securities issued by, Brookfield 
Accounts, including those in which Brookfield has an economic interest, and “warehousing” certain investments on 
behalf of Brookfield Accounts in which Brookfield expects to invest. The Asset Management Company’s 
management of its broader business, including the activities of and other considerations relating to Brookfield 
Accounts, give rise to conflicts of interest relating to (i) the allocation of investment opportunities and expenses 
between our company, on the one hand, and other Brookfield Accounts, on the other hand, (ii) affiliate and related 
party transactions between Brookfield and Brookfield Accounts, (iii) investments by our company and other 
Brookfield accounts in different parts of a company’s or asset’s capital structure, (iv) the management of potentially 
adverse situations between our company and other Brookfield Accounts, and (v) Brookfield’s economic interest in 
Brookfield Accounts and these activities (including via compensation arrangements) and related considerations. 
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As a result of the Brookfield Arrangement, which resulted in Brookfield Corporation holding a 75% 
interest in the Asset Management Company, the Asset Management Company is not fully economically aligned with 
our company in managing assets for us under the Investment Management Agreements. Moreover, as a result of our 
organizational and ownership structure (in particular the structure of the exchangeable shares described under Item 
4.C “Organizational Structure” above) and our broader operational and financial agreements with Brookfield, the 
scope of our advisory relationship with Brookfield is different than its advisory relationship with other Brookfield 
Accounts, including with respect to the scope of its fiduciary duties to us, and there will be different risks applicable 
to us compared to other Brookfield Accounts. While Brookfield will act in our best interest in accordance with the 
terms of the Investment Management Agreements and consistent with our overall investment mandate and 
objectives (taking into account, among others, our obligations to insurance companies and pursuing an investment 
portfolio that is suitable for our company from a risk-return perspective), Brookfield expects to manage our 
investment accounts similar to the manner in which it manages itself and its wholly-owned subsidiaries, particularly 
in connection with investments that give rise to conflicts of interest considerations vis-à-vis other Brookfield 
Accounts. Given this management approach, Brookfield will manage our investment activities differently than how 
it manages the investment activities of other Brookfield Accounts (and differently than it would have under different 
circumstances under which Brookfield did not have other Brookfield Accounts). This management approach will 
affect, among other things, the type of investment opportunities that are allocated to us, how Brookfield addresses 
conflicts of interest that will arise in managing our investments and other activities, the provision of financing and 
refinancing arrangements, and/or other transactions between Brookfield and other Brookfield Accounts, on the one 
hand, and us, on the other hand.

Allocation of Costs and Expenses. In the ordinary course given our relationship with Brookfield and in 
accordance with the terms of the Investment Management Agreements, decisions must be made regarding whether 
costs and expenses (including, among others, Affiliated Services and other fees charged by third-party service 
providers) are to be borne by us and/or our investments or potential investments, on the one hand, or other 
Brookfield Accounts (including Brookfield), on the other hand, and/or whether such costs and expenses should be 
allocated among us and other Brookfield Accounts (including Brookfield). These costs and expenses include 
organizational expenses, operating expenses and expenses charged to investments, including (among others) fees, 
costs and expenses payable to service providers, including related parties, affiliates of Brookfield and/or third-party 
service providers. We expect that costs and expenses will be allocated to or among the Brookfield Accounts 
(including us and/or Brookfield) that benefit from such costs and expenses in a fair and reasonable manner using 
Brookfield’s good faith judgment, which is inherently subjective. Additional detail regarding costs and expenses is 
set out, among others, in the “Fees and Expenses,” “Affiliated Services and Transactions,” “Service Providers,” 
“Transfers and Secondments,” “Internal Audit” and “Insurance” subsections in the Conflicts of Interest section of 
this Form 20-F. 

One or more methodologies (that Brookfield determines, in its sole discretion, to be fair and reasonable) 
will be utilized to determine (i) the costs and expenses relating to a particular service (that are not otherwise 
provided pursuant to a fixed rate) and (ii) the allocation of costs and expenses (including, among others, Affiliated 
Services and other fees charged by third-party service providers) among Brookfield Accounts (including us and/or 
Brookfield). These methodologies are expected to include, but are not limited to, one or more of the following: (i) 
quarterly, semi-annual, annual or other periodic estimates (including budgetary estimates) of (A) the amount of time 
spent by or to be spent by employees on provision of a service to one or more Brookfield Accounts, and/or (B) the 
level of effort required to provide a particular service relative to other services provided by the same employees (for 
instance, costs and expenses relating to financial reporting services could be allocated based on the estimated level 
of effort required for audited versus unaudited financial statements); (ii) the relative size (e.g., value or invested 
equity), number, output, complexity and/or other characteristic relating to the Brookfield Accounts, investments and/
or potential investments to which the services relate; (iii) where services are provided by groups of employees, 
utilization of blended compensation rates across such employees; and/or (iv) any other methodology deemed fair 
and reasonable in determining (and/or estimating) the cost and expenses relating to the provision of a particular 
service. 
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The methodologies utilized to determine the costs and expenses relating to a particular service and the 
allocation of costs and expenses (including, among others, Affiliated Services and other fees charged by third-party 
service providers) among Brookfield Accounts (including Brookfield) are expected to vary based on the particular 
facts and circumstances of each situation (including potentially analogous situations) and over time, and as such 
there will be some degree of variation in the manner in which situations are addressed (including similar situations 
over time). As a result of the foregoing, there can be no assurance that any such determination will accurately reflect 
the actual cost of a service in any particular situation, that Brookfield’s own interests won’t influence the 
determination, and/or that a different methodology would not have also been fair, reasonable and/or yield a different 
(including more accurate) result. Moreover, it is possible that we and/or our investments or potential investments 
could be allocated a larger portion of costs and expenses relating to one or more services, including services 
provided by Brookfield Accounts (including Brookfield) and/or services that are provided to us and other Brookfield 
Account(s), than they otherwise would have if Brookfield did not face the conflicts of interest considerations 
discussed herein. Among other things, the determination of cost and expenses generally will be based on estimates 
(which are inherently subjective) and/or blended rates determined by blending and averaging employee costs. As a 
result, there can be no assurances that the amounts charged by Brookfield to us and/or our investments for any 
service will not be greater (or lower) than the amount that would be charged had the costs and expenses relating to 
the service(s) and/or the allocation of such costs and expenses among Brookfield Accounts (including Brookfield) 
been determined via a different methodology or had a similarly-situated third-party service provider been engaged to 
provide the services. 

Costs and expenses that are suitable for only us (and/or our investments) or another Brookfield Account 
(and/or its investments) are expected to be allocated only to us or such other Brookfield Account, as applicable. 
Notwithstanding anything in the foregoing to the contrary, in certain situations costs and expenses are expected to be 
allocated only to us (and/or our investments) despite the fact that the incurrence of such costs and expenses did not 
or will not directly relate solely to us and could, in fact, also benefit other Brookfield Accounts or not ultimately 
benefit us (and/or our investments or potential investments) at all. For example, costs and expenses could be 
allocated to us in respect of a specific legal, regulatory, tax, commercial and/or other matter, structure and/or 
negotiation that does not relate solely to us, and all or a significant portion of such costs and expenses could be 
allocated to us based on factors deemed reasonable, regardless of the size of our investment and regardless of the 
extent to which other Brookfield Accounts (including Brookfield) ultimately benefit from such matter, structure and/
or negotiation.

In certain circumstances, in order to create efficiencies and optimize performance, we expect that one or 
more of our investments, potential investments, operating companies and/or assets will share the operational, legal, 
financial, back-office and/or other resources of another investment, potential investment, portfolio company and/or 
asset of and/or other Brookfield Accounts, including Brookfield. The costs and expenses as well as the allocation of 
such costs and expenses among the relevant Brookfield Accounts (and/or their assets) will be determined utilizing 
the methodologies set forth above.
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Where a potential investment is pursued on behalf of one or more Brookfield Accounts, including us, the 
Brookfield Account(s) that ultimately make(s) the investment will generally be allocated the costs and expenses 
related to such investment on a pro-rata basis based on their proportionate interests in the investment. In the case of 
a potential investment that is not consummated, we expect that the broken deal costs and expenses relating to such 
potential investment (including, research costs and expenses, legal, financial, accounting, consulting or other adviser 
fees, travel costs, deposits or down payments which are forfeited or paid as a penalty and other costs) will be 
allocated among the Brookfield Account(s) that were expected to participate in such investment on a pro-rata basis 
based on their expected proportionate interests in the investment, provided that pro-rata interests that were expected 
to be allocated to (a) other Brookfield Accounts (including Brookfield) so as to facilitate a closing of the investment 
(i.e., with the expectation that such interests would be further syndicated to third-party investors post-closing) and 
(b) potential third-party co-investors that did not agree to bear broken deal costs and expenses, will be allocated to us 
for purposes of allocating such broken deal costs and expenses. In any event, Brookfield’s allocation of costs and 
expenses relating to a consummated or unconsummated investment may result in us reimbursing other Brookfield 
Accounts (including Brookfield) for costs and expenses, or vice versa, so as to achieve an allocation of such costs 
and expenses that Brookfield determines, in its discretion, to be fair and reasonable, as described above. Brookfield 
may modify or change its allocation methodologies from time to time to the extent it determines such modifications 
or changes are necessary or advisable to achieve a fair and reasonable allocation, and such modifications or changes 
could result in us and/or other Brookfield Accounts bearing less (or more) costs and expenses than it otherwise 
would have borne without such modifications and/or pursuant to a different allocation methodology.

The list of operating expenses included in our and Brookfield Accounts’ disclosure documents is based on 
Brookfield’s past experiences and current expectations of the types of costs and expenses to be incurred by us. 
Additional and/or new costs and expenses are expected to arise over time and will be allocated to us (or among us 
and other Brookfield Accounts) in a manner that is determined, to be fair and reasonable. In addition, although 
organizational expenses are subject to a cap, certain costs and expenses that are to be borne as operating expenses, 
which are not subject to a cap, include costs and expenses related to organizational matters, fees, costs and expenses 
of anti-bribery and corruption, anti-money laundering and/or “know your customer” compliance, tax diligence 
expenses and costs and expenses of ongoing related procedures. 

For additional disclosures regarding the allocation of costs and expenses for Brookfield Accounts in which 
we invest, please see the Form ADVs of the Brookfield Advisers who advise the relevant Brookfield Accounts.
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Affiliated Services and Transactions. Where deemed appropriate, relevant and/or necessary, and with our 
prior written consent, where required, Brookfield, its affiliates, and/or related parties will be engaged to provide a 
variety of different services and products in connection with the operation and/or management of our investments, 
potential investments and/or investment entities, that would otherwise be provided by independent third parties, 
including (among others): lending and loan special servicing, arranging, negotiating and managing financing, 
refinancing, hedging, derivative, managing workouts and foreclosures and other treasury and capital markets 
arrangements; investment banking (including participation by Brookfield-affiliated broker dealers in the 
underwriting syndicates for securities issuances us; investment support, including investment backstop, guarantees 
and similar investment support arrangements; advisory, consulting, brokerage, market research, appraisal, valuation, 
risk management, assurance, and audit services (including related to investments, assets, commodities, good and 
services); acting as alternative investment fund manager and/or other similar type of manager in jurisdictions where 
such services are necessary and/or beneficial and services relating to the use of entities that maintain a permanent 
residence in certain jurisdictions; financial planning, cash flow modeling and forecasting, consolidation, reporting, 
books and records, bank account and cash management, controls and other financial operations services; transaction 
support, assisting with review, underwriting, analytics, due diligence and pursuit of Investments and potential 
investments; anti-bribery and corruption, anti-money laundering and “know your customer” reviews, assessments 
and compliance measures; Investment onboarding (including training employees of Investments on relevant policies 
and procedures relating to risks); legal, compliance, regulatory, tax and corporate secretarial services; fund 
administration, accounting and reporting (including coordinating, supervising and administering onboarding, due 
diligence, reporting and other administrative services, including those associated with third party fund administrator 
and placement agents) and client onboarding (including review of subscription materials and coordination of anti-
bribery and corruption, anti-money laundering or “know your customer” reviews and assessments); preparation and 
review of fund documents, negotiation with prospective clients and other services that would be considered 
“Organizational Expenses” of a Brookfield Account if performed by a third party; portfolio company and asset/
property operations and management (and oversight thereof); data generation, data analytics, data analysis, data 
collection and data management services; participation in and/or advice on a range of activities by strategic and/or 
operations professionals with established industry expertise, including among others in connection with (or with 
respect to) the origination, identification, assessment, pursuit, coordination, execution and consummation of 
investment opportunities, including project planning, engineering and other technical analysis, securing site control, 
preparing and managing approvals and permits, financial analysis and managing related-stakeholder matters; real 
estate, leasing and/or asset/facility management; development management (including predevelopment services); 
entitlement, design and construction (including consulting with respect to and/or oversight thereof); marketing 
(including of power or other output by an underlying asset/portfolio company); environmental and sustainability 
services; the placement and provision of various insurance policies and coverage and/or reinsurance thereof, 
including via risk retention, insurance captives and/or alternative insurance solutions; system controls; human 
resources, payroll and welfare benefits services; health, life and physical safety, security, operations, maintenance 
and other technical specialties; supply and/or procurement of power, energy and/or other commodities/goods/
products; information technology services, risk management and innovation (including cyber/digital security and 
related services); other operational, back office, social, administrative and governance related services; oversight and 
supervision of the provision, whether by a Brookfield affiliate/related party or a third-party, of the above-referenced 
services and products; and any other services deemed appropriate, relevant and/or necessary in connection with the 
operations and/or management of our investments, potential investments and/or the investment entities (such 
services, collectively, “Affiliated Services”). The types of Affiliated Services provided will not remain fixed and are 
expected to change and/or evolve over time as determined by Brookfield in its sole discretion. 

Brookfield deems these services to be appropriate for and value enhancing to the operations and/or 
management of our investments, potential investments and/or investment entities, and these services otherwise 
would be provided by third parties engaged to provide the services. Amounts charged to us and/or our investments 
for Affiliated Services will be in addition to other compensation payable to Brookfield, will not be shared with us (or 
be offset against other compensation payable to Brookfield), and will increase the overall costs and expenses borne 
indirectly by our shareholders. 
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The fee potential, both current and future, inherent in a particular transaction could be an incentive for 
Brookfield to seek to refer or recommend a transaction to us. Furthermore, providing services or products to us and 
our investments is expected to enhance Brookfield’s relationships with various parties, facilitate additional business 
development and enable Brookfield to obtain additional business and generate additional revenue.

To the extent Brookfield (including any of its affiliates and/or personnel, other than portfolio companies of 
other Brookfield Accounts) provides an Affiliated Service, the amount charged for such service will be: (a) at a rate 
no greater than the applicable rate for such service as agreed to with us (the “Rate Schedule”), (b) at a rate for the 
relevant service that Brookfield reasonably believes is consistent with an arm’s length market rate (the “Affiliate 
Service Rate”); (c) at cost (including an allocable share of internal costs), plus an administrative fee of 5%, or (d) at 
any other rates with consent from our independent directors. To the extent Brookfield charges an Affiliate Service 
Rate or cost plus an administrative fee in respect an Affiliated Service, the Affiliate Services Rate or cost (as 
applicable) will be determined as set out in more detail in this Form 20-F. 

If an Affiliated Service is charged at the Affiliate Service Rate, Brookfield will determine the Affiliate 
Service Rate in good faith at the time of engagement based on one or more factors, including, among others: (i) the 
rate that one or more comparable service providers (which may or may not be a competitor of Brookfield) charge 
third-parties for the similar services on an arm’s length basis; (ii) market knowledge (which could be based on 
internal knowledge or inquiries with one or more market participants); (iii) the rate charged by Brookfield to one or 
more third-parties for similar services (or the methodology used by Brookfield to set such rate); (iv) advice of one or 
more third-party agents, consultants and/or other market participants; (v) commodity or other rate forecasting; (vi) 
the rate agreed to pursuant to a competitive arm’s length bidding process (which may not reflect the lowest rate bid 
during the process, but that is inherent in an engagement that is deemed by Brookfield to be in the best interests of 
us and/or our investments taking into account the totality of factors relating thereto); (vii) the rate required to meet 
certain regulatory requirements or qualify for particular governmental programs; (viii) in the case of services which 
Brookfield provides as part of a syndicate, such as investment banking or brokerage services, the rate that is 
negotiated and/or determined by a third-party member of the syndicate; (ix) the rate that a third-party agreed to 
provide the service at pursuant to a term sheet or similar agreement or understanding; and/or (x) other subjective 
and/or objective metrics deemed relevant by Brookfield (in its sole discretion) in determining an arm’s length 
market rate for a particular service. 

For the avoidance of doubt, the costs to be paid in respect of Affiliated Services and therefore an indirect 
expense to us (whether such Affiliated Services are provided in accordance with the Rate Schedule, at the Affiliate 
Service Rate, cost plus an administrative fee, or otherwise) will include, among other components: (i) personnel 
compensation costs and expenses (e.g., salary, benefits (including, among others, paid time off)), (ii) short- and 
long-term incentive compensation (including management promote, incentive fee and/or other performance-based 
compensation), (iii) costs and expenses of professional development, professional certifications, professional fees, 
training, business travel (including, among others, transportation, lodging and meals) and related matters, (iv) an 
allocable share of corporate costs and expenses associated with employment, including (among others) office rent, 
human resources personnel, talent acquisition fees and expenses, and office services costs, and (v) an allocable share 
of technology costs and expenses associated with employment of personnel, including, among others, information 
technology hardware, human resources technology, computing power and/or storage, software, cybersecurity, and 
related costs. These costs and expenses will, in certain cases, be based on estimates made by Brookfield, both in 
respect of the total amount of costs and expenses relating to a particular service as well as the shares of such costs 
and expenses allocable to Brookfield Accounts (including, among others, Brookfield and us). To the extent 
Brookfield retains the services of a third-party consultant, agent or other market participant to advise on or otherwise 
assist in determining an Affiliate Service Rate and/or the estimated costs and expenses of providing an Affiliated 
Service, the fees and costs (including expenses) of such third-party will borne by the Brookfield Account.
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At all times, Brookfield will endeavor to determine the costs and expenses and/or the Affiliate Service Rate 
applicable with respect to a particular Affiliated Service, in a fair, reasonable and impartial manner. However, there 
can be no assurance that any such determination will accurately reflect the actual cost and/or arm’s length market 
rate of an Affiliated Service in any particular situation, that Brookfield’s own interests won’t influence its 
determination, and/or that a different methodology would not have also been fair, reasonable and/or yield a different 
(including more accurate) result. Among other things, the determination of cost and expenses generally will be based 
on estimates (which are inherently subjective) and, in determining an Affiliate Service Rate, there are variances in 
the marketplace for similar services based on an array of factors that affect rates for services, including, among 
others, loss leader pricing strategies, other marketing and competitive practices, integration efficiencies, geographic 
market differences, and the quality of the services provided. As a result, there can be no assurances that the amounts 
charged by Brookfield for any Affiliated Service will not be greater (or lower) than the rate that would be charged 
had Brookfield determined the rate via a different methodology or engaged a similarly-situated third-party service 
provider to provide the services. The Affiliate Service Rate charged for any Affiliated Service at any given time 
following the relevant engagement could be higher (or lower) than the then-current market rate for the service 
because the market rate has decreased (or increased) over time. However, Brookfield generally will not adjust (i.e., 
decrease or increase) the Affiliate Service Rate in any particular case. Brookfield’s methodology of estimating the 
costs and expenses attributable to a particular Affiliated Service could be higher (or lower) than the actual cost of 
providing the service, particularly as Brookfield will rely on estimates of costs and expenses (including, among 
others, estimates of budgets, expected services, relative sizes (or other metric) of assets and/or businesses, and/or 
time periods) and blended rates of employees. However, unless otherwise determined by Brookfield, in its sole 
discretion, the associated charges to us and/or an investment will not be subject to true-up once the relevant 
Affiliated Services are completed or periodically throughout the services period.

Where Affiliated Services are in place prior to our ownership of an investment and cannot be amended 
without the consent of an unaffiliated third party, we will inherit the pre-existing rates for such Affiliated Services 
until (X) such time at which third-party consent is no longer required, or (Y) we seek consent from the unaffiliated 
third party to amend such rates. Accordingly, while Brookfield could seek consent of the unaffiliated third party to 
amend any pre-existing fee rates on our behalf, Brookfield will be incentivized to seek to amend the pre-existing fee 
arrangement in certain circumstances and dis-incentivized to do so in others. For example, Brookfield will be 
incentivized to seek consent to amend the rate in circumstances where the amended fee would be higher than the 
pre-existing rate, and conversely could choose not to (and will not be required to) seek consent to amend any pre-
existing fee rates if the amended rate would be lower than the pre-existing rate. 

From time to time, Brookfield will terminate Affiliated Services arrangements entered into between us and/
or our investment(s), on the one hand, and Brookfield and/or other Brookfield Accounts (and/or their investment(s)), 
on the other hand, including prior to the expected termination or expiration of the arrangements. In such instances, 
Brookfield will endeavor to act fairly and reasonably taking into account the interests of us (and/or our 
investment(s)) as well as those of our counterparties and the applicable facts and circumstances at such time. 
However, there can be no assurance that any such termination will be effected in such manner as it otherwise would 
have been had the counterparty not been a Brookfield related entity and/or that Brookfield’s own interests won’t 
influence the manner of such termination. In particular, Brookfield could determine to waive and/or otherwise 
negotiate certain terms relating to the termination, including early termination fees and related provisions, in a 
manner that it would not have pursued if the counterparty were not a Brookfield related entity. In addition, it is 
possible that we or a particular investment could bear a larger portion of the termination costs than it otherwise 
would have if Brookfield did not face the conflicts of interest considerations discussed herein. 

For the avoidance of doubt, the foregoing procedures and limitations regarding compensation for 
transactions will not apply to transactions for services and/or products between us and portfolio companies of 
another Brookfield Account, PSG, Oaktree, Oaktree accounts and/or a non-controlled affiliate of Brookfield (though 
Brookfield could nonetheless determine, in its sole discretion, to apply the Rate Schedule, an Affiliate Service Rate 
and/or an estimated cost plus an administrative fee methodology in these situations). 
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Historically, certain Affiliated Services were performed by Brookfield (including by its direct personnel, 
operating partners, servicers, brokers and/or other third-party vendors) without being charged to us and/or our 
investments. Brookfield believes that providing these Affiliated Services results in increased focus, attention, 
efficiencies and related synergies that facilitate alignment of interest and the ability to offer customized solutions 
and value creation that would not be available from third-party providers. While Brookfield believes that the cost of 
the Affiliated Services will be reasonable, the extensive and specialized nature of services could result in such costs 
being higher than those charged for similar services (to the extent available) by third-party providers. Brookfield 
generally will not evaluate alternative providers or otherwise benchmark the costs of such Affiliated Services. While 
Brookfield believes that this enhances the overall services that Brookfield provides to us and our investments in a 
cost-efficient manner, the arrangement gives rise to conflicts of interest considerations, including among others in 
connection with the methodologies employed to determine the cost and expenses of the services provided and/or the 
determination of the portion of the costs and expenses relating to support services to be allocated among us (and our 
investments), on the one hand, and other Brookfield Accounts (and their investments), on the other hand, including 
Brookfield.

For additional disclosures regarding affiliated services and transactions for Brookfield Accounts in which 
we invest, please see the Form ADVs of the Brookfield Advisers who advise the relevant Brookfield Accounts.

Service Providers. In managing business activities, Brookfield, Brookfield Accounts and portfolio 
companies utilize and rely on various independent service providers, including attorneys, accountants, fund 
administrators, consultants, financial and other advisors, deal sources, lenders, brokers and outside directors. These 
service providers’ independence from Brookfield is relied upon for various purposes, including (among other things) 
audits of Brookfield Accounts and/or portfolio companies, transaction related services, benchmarking analyses, 
fairness and similar opinions of value, and/or verification of arm’s length terms, in each case designed to facilitate 
resolution of conflicts of interest considerations relating to transactions between Brookfield Accounts and/or 
portfolio companies with Brookfield and/or other Brookfield Accounts and/or portfolio companies.

Brookfield, Brookfield Accounts and portfolio companies have various business relationships and engage 
in various activities with these service providers and/or their affiliates, which give rise to conflicts of interest 
considerations relating to the selection of the service providers. For example, service providers and/or their 
personnel could: (a) be investors in Brookfield, Brookfield Accounts and/or portfolio companies, (b) provide 
services to multiple Brookfield business lines, Brookfield Accounts and/or portfolio companies, (c) be engaged to 
provide various different types of services to Brookfield, Brookfield Accounts and portfolio companies, (d) provide 
certain services, such as introductions to prospective investors and/or counterparties, to Brookfield, Brookfield 
Accounts and portfolio companies at favorable rates or no additional cost, (e) be counterparties to transactions with 
Brookfield, Brookfield Accounts and/or portfolio companies. In addition, certain service providers (particularly 
large global service providers, such as law firms, accounting firms and financial institutions) employ family 
members of personnel of Brookfield, Brookfield Accounts and/or portfolio companies. Moreover, in the regular 
course of business, personnel of Brookfield, Brookfield Accounts and/or portfolio companies give (or receive) gifts 
and entertainment to (or from) personnel of service providers.

Notwithstanding these relationships and/or activities with service providers, Brookfield has policies and 
procedures designed to address these conflicts of interest considerations and to ensure that service providers are 
selected for Brookfield, Brookfield Accounts and portfolio companies that they believe are appropriate for and in the 
best interests of Brookfield, Brookfield Accounts and/or portfolio companies (as the case may be) in accordance 
with Brookfield’s legal and regulatory obligations, provided that (for the avoidance of doubt) Brookfield often will 
not seek out the lowest-cost option when engaging such service providers as other factors or considerations typically 
prevail over cost.
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Brookfield Accounts (including us and/or our investment accounts managed by the Asset Management 
Company, other Brookfield-managed investment vehicles and Brookfield for its own account) and their portfolio 
companies often engage common providers of goods and/or services. These common providers sometimes provide 
bulk discounts or other fee discount arrangements, which could be based on an expectation of a certain amount of 
aggregate engagements by Brookfield Accounts and portfolio companies over a period of time. Brookfield generally 
extends these fee discount arrangements to Brookfield, Brookfield Accounts, and portfolio companies in a fair and 
equitable manner.

In certain cases, a service provider (e.g., a law firm) will provide all Brookfield Accounts and their 
portfolio companies a bulk discount on fees that is applicable only prospectively (within an annual period) once a 
certain aggregate spending threshold has been met by the group during the relevant annual period. As a result, 
Brookfield Accounts and portfolio companies that engage the service provider after the aggregate spending 
threshold has been met will get the benefit of the discount and, as a result, pay lower rates than the rates paid by 
Brookfield Accounts and portfolio companies that engaged the same provider prior to the discount being triggered.

The engagement of common providers for Brookfield Accounts and their portfolio companies and the 
related fee discount arrangements give rise to conflicts of interest considerations. For example, as a result of these 
arrangements, Brookfield will face conflicts of interest in determining which providers to engage on our behalf and 
when to engage such providers, including an incentive to engage certain providers for us because it will result in the 
maintenance or enhancement of a discounted fee arrangement that benefits Brookfield, other Brookfield Accounts 
and their portfolio companies. Notwithstanding these conflicts considerations, Brookfield makes these 
determinations in a manner that it believes is appropriate for and in the best interests of us, taking into account all 
applicable facts-and-circumstances.

In the normal course, common providers (e.g., law firms) will staff engagements based on the particular 
needs of the engagement and charge such staff’s then-applicable rates, subject to any negotiated discounts. While 
these rates will be the same as the rates such providers would charge Brookfield for the same engagement, 
Brookfield generally engages providers for different needs than Brookfield Accounts (including us and/or our 
investment accounts managed by Brookfield) and/or portfolio companies, and the total fees charged for different 
engagements are expected to vary.

In addition, as a result of the foregoing, the overall rates paid by us over a period of time to a common 
provider could be higher (or lower) than the overall rates paid to the same provider by Brookfield, other Brookfield 
Accounts and their portfolio companies.

These relationships, activities and discounts described herein are part of normal course business operations 
and are not considered additional fees received by Brookfield that would offset or otherwise reduce the fees 
(including management fees) owed by us to Brookfield under the terms of the Investment Management Agreements.

For additional disclosures regarding service providers for Brookfield Accounts in which we invest, please 
see the Form ADVs of the Brookfield Advisers who advise the relevant Brookfield Accounts.
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Transfers and Secondments. From time to time, in order to create efficiencies and optimize performance, 
we may decide to hire, retain or second employees of Brookfield, Brookfield Accounts, and/or portfolio companies 
of Brookfield or we made agree that certain of our employees may be hired or retained by, or seconded to, 
Brookfield, portfolio companies of Brookfield, or other Brookfield Accounts. In such situations, all or a portion of 
the compensation and overhead expenses relating to such employees (including salaries, benefits, and incentive 
compensation, among other things) may directly or indirectly be borne by the entities to which the employees are 
transferred or seconded, as negotiated between the applicable parties. Any such arrangement may be on a permanent 
or temporary basis, or on a full-time or part-time basis, in order to fill positions or provide services that would 
otherwise be filled or provided by third parties hired or retained by the relevant entities. To the extent any 
Brookfield employees are hired or retained by, or seconded to, us (and/or our investments), we may agree to pay 
such persons directors’ fees, salaries, consultant fees, other cash compensation, stock options or other compensation 
and incentives and may reimburse such persons for any travel costs or other out-of-pocket expenses incurred in 
connection with the provision of their services. Brookfield may also advance compensation to seconded Brookfield 
employees and be subsequently reimbursed by the applicable investment. Additionally, the method for determining 
how (i) certain compensation arrangements are structured and valued (particularly with respect to the structure of 
various forms of incentive compensation that vest over time and whose value upon payment is based on estimates) 
and (ii) overhead expenses are allocated, in each case require certain judgments and assumptions, and as a result we 
may bear higher costs than we would have had such expenses been valued, allocated or charged differently. 

Brookfield could benefit from arrangements where Brookfield employees are hired or retained by, or 
seconded to, us, for example, in the case where we make a fixed payment to Brookfield to compensate Brookfield 
for a portion of an employee’s incentive compensation, but such employee does not ultimately collect such incentive 
compensation. Additionally, there could be a circumstance where an employee of Brookfield or a portfolio company 
of a Brookfield Account could become an employee of us (or vice versa) and, in connection therewith, be entitled to 
receive from the company it is transferring to unvested incentive compensation received from the company it is 
transferring from. While such incentive compensation would be subject to forfeiture under other circumstances, 
given the prior employment by a Brookfield related company, such incentive compensation may continue to vest as 
if such employee continued to be an employee of the company from which it is transferring. The arrangements 
described herein will take place in accordance with parameters approved by Brookfield’s Conflicts Committee but 
will not be subject to approval by our shareholders, and such amounts will not be considered fees received by 
Brookfield or its affiliates that offset or otherwise reduce the management or any other fee or compensation due to 
Brookfield. Portfolio companies of Brookfield Accounts are drawn from a number of highly specialized industries, 
and Brookfield also expects to benefit from the industry knowledge and technical expertise gained by Brookfield 
employees who are hired or retained by, or seconded to, investments or a Brookfield affiliate on behalf of such 
investment. Brookfield does not expect to provide any compensation or off-set of fees or expenses to such 
investments or Brookfield affiliates in exchange for the development of such knowledge or expertise by Brookfield 
employees.

For disclosures regarding transfer and secondments for Brookfield Accounts in which we invest, please see 
the Form ADVs of the Brookfield Advisers who advise the relevant Brookfield Accounts.

In addition, Brookfield and its personnel can be expected to receive certain intangible and/or other benefits 
and/or perquisites arising or resulting from their activities on behalf of us, which will not reduce management fees or 
otherwise be shared with us or our shareholders. For example, airline travel or hotel stays incurred as expenses by us 
typically result in “miles” or “points” or credit in loyalty/status programs and such benefits and/or amounts will, 
whether or not de minimis or difficult to value, inure exclusively to Brookfield and/or such personnel (and not us or 
our shareholders) even though the cost of the underlying service is borne by us. Similarly, the volume of work that 
service providers receive from Brookfield, which include those from us, results in discounts for such services that 
Brookfield will benefit from, while we will not be able to benefit from certain discounts that apply to Brookfield. In 
addition, Brookfield has in the past and expects to continue to make available certain discount programs to its 
employees as a result of Brookfield’s relationship with an investment (e.g., “friends and family” discounts), which 
discounts are not available to our shareholders. 
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Brookfield has adopted policies to facilitate the transfer and secondment of employees in order to ensure 
that such activities are carried out in accordance with applicable regulatory requirements and to address applicable 
conflicts considerations, including seeking to ensure that each transfer and/or secondment satisfies a legitimate 
business need and is in the best interests of the relevant Brookfield Account and/or portfolio company.

Internal Audit. As a publicly traded company we are subject to requirements to maintain an internal audit 
function and to complete internal audit reviews of their investments and related operations. In certain instances, our 
operating subsidiaries are also expected to perform internal audit reviews of their operations and related activities, 
either in connection with our own regulatory requirements or otherwise for corporate governance purposes. Such 
internal audit work is expected to be carried out by our employees, by Brookfield employees and/or by third-party 
advisors, and the expenses related to such work by all such persons are generally expected to be charged to us. The 
product of our internal audit work may be relied on and utilized, where applicable, in meeting Brookfield 
Corporation’s internal audit obligations; however, Brookfield generally will not share in the expenses of our internal 
audits (except in its capacity as the holder of certain equity interests in our company).

For disclosures regarding use of internal audit for Brookfield Accounts in which we invest, please see the 
Form ADVs of the Brookfield Advisers who advise the relevant Brookfield Account.

Insurance. We purchase, and/or bear premiums, fees, costs and expenses (including the premiums, costs, 
expenses and/or fees of affiliates and non-affiliates for insurance coverage and for placement and administration of 
insurance coverage) with respect to, insurance for the benefit of us, Brookfield and its affiliates (as service providers 
to Brookfield Accounts), their employees, affiliates, agents and representatives as well as indemnified parties with 
respect to matters (including directors and officers liability insurance, errors and omissions insurance, and any other 
insurance which the Brookfield determines to be required or market standard), or for the benefit of us or our 
investments, with respect to investment-related matters (including terrorism, property, title, liability, marine, 
environmental, professional, cyber, transactional, fire insurance and/or extended or specialized coverage). 

Brookfield Accounts (including us) and respective portfolio companies and other investments will utilize 
Brookfield affiliates for placement, administrator and provision of insurance coverage in connection with all or part 
of their insurance coverage and we are expected to leverage the scale of Brookfield by participating in shared, or 
umbrella, insurance policies as part of a broader group of entities affiliated with Brookfield (including Brookfield 
and other Brookfield Accounts). Any insurance policy purchased by us or on our behalf (including policies covering 
us, Brookfield, and other Brookfield Accounts) may provide coverage for situations where we would not provide 
indemnification, including situations involving culpable conduct by Brookfield. Nonetheless, our share of the 
premiums, costs, fees and expenses in respect of insurance coverage will not be reduced to account for these types of 
situations.

Brookfield insurance companies (each, a “Captive”) that provide insurance coverage for Brookfield 
Accounts (including us) and assets held directly or indirectly by Brookfield Accounts generally will be utilized for 
all or a portion of insurance coverage needs (e.g., primary layer of insurance for certain assets, supplemental 
coverage to coverage provided by third-party carriers, etc.). Captives are expected to provide benefits to Brookfield 
Accounts that may not be available from a third-party insurance provider. In determining whether to utilize a 
Captive as an insurance provider for us and/or our investments, Brookfield will take into account such factors as it 
determines appropriate in its discretion under the then-existing facts-and-circumstances. It is expected that each 
Captive will charge premiums at the Affiliate Service Rate applicable to the insurance provided by such Captive. 
The determination of such rates will be based on third-party pricing data, pricing mandated by regulation, or an 
opinion of a third-party insurance adviser (including advisers that provide other insurance related services to 
Brookfield and the Brookfield Accounts). The engagement of a Captive will give rise to certain potential conflicts of 
interest, including in connection with the allocation of premiums and the evaluation and payment of claims. In order 
to mitigate potential conflicts of interest related thereto, an independent third-party insurance carrier generally will 
be responsible for claims management and payment.
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Captives could seek reinsurance for all or a portion of the coverage, which could result in Brookfield 
earning and retaining fees, commissions and/or a portion of the premiums associated with such insurance while not 
retaining all or a commensurate portion of the risk insured. Captives may also earn and retain fees, commissions, 
and/or a portion of the premiums associated with insurance covering types of damages for which a government 
entity and/or other third party may reimburse the captive (e.g., damage caused by certain terrorist events), which 
may result in the captives not retaining all or a commensurate portion of the risk of insuring against such types of 
damage.

To the extent an insurance policy or Captive insurance policy provides coverage with respect to matters 
related to us, all or a portion of the fees and expenses (including premiums) of such insurance policy and its 
placement will be allocated to us or our investments. The amount of any such insurance-related fees and expenses 
allocated to us or our investments will be determined by Brookfield in its discretion taking into consideration facts 
and circumstances deemed relevant, including in umbrella policies the value of each covered Brookfield Account’s 
investments and capital commitments (if applicable) and/or risk that we and/or our investments pose to the insurance 
provider. While Brookfield expects to consider certain objective criteria when determining how to allocate the cost 
of insurance coverage that applies to multiple funds and accounts (including Brookfield and Brookfield Accounts), 
because of the uncertainty of whether claims will arise in the future and the timing and the amount that may be 
involved in any such claim, the determination of how to allocate such fees and expenses also requires Brookfield to 
take into consideration other facts and circumstances that are more subjective in nature. In addition, because 
Brookfield will bear a portion of such fees and expenses and has differing investment interests in the Brookfield 
Accounts it manages, conflicts exist in the determination of the proper allocation of such fees and expenses among 
Brookfield and such accounts. It is unlikely that Brookfield will be able to accurately allocate the fees and expenses 
of any such insurance based on the actual claims of a particular Brookfield Account, including us. Brookfield may, 
if it determines it to be necessary, consult with one or more third parties to ensure that the allocation of such fees and 
expenses is done in a fair and reasonable manner.

While shared insurance policies (including those issued by Captives) may be cost effective, claims made by 
any entities affiliated with Brookfield could result in increased costs to us and such policies may have an overall cap 
on coverage. To the extent insurable event(s) result in claims in excess of such cap, we may not receive as much in 
insurance proceeds as would have been received if separate insurance policies had been purchased for each party 
and Brookfield could face a conflict in interest in properly allocating insurance proceeds across all claimants, which 
could result in us receiving less in insurance proceeds than if separate insurance policies had been purchased for 
each insured party individually. In these cases, Brookfield will seek to allocate the proceeds from claims in respect 
of insurance policies and resolve any conflicts of interests, as applicable, in a manner it determines to be fair and 
reasonable. In that regard, Brookfield may, if it determines it to be necessary, consult with one or more third parties 
to ensure that the allocation of such proceeds is done in a fair and reasonable manner. Similarly, insurable events 
may occur sequentially in time while subject to a single overall cap. In this case, Brookfield expects to process 
claims on a first-come first-serve basis or in any other manner deemed appropriate by Brookfield. To the extent 
insurance proceeds for one such event are applied towards a cap and experience an insurable loss after such event, 
our receipts from such insurance policy could be diminished and/or we may not receive any insurance proceeds. A 
shared insurance policy could also make it less likely that Brookfield will make a claim against such policy on 
behalf of us.

In addition, Brookfield on behalf of the us may need to determine whether or not to initiate litigation 
(including potentially litigation adverse to Brookfield where it is the broker or provider of such insurance) in order 
to collect from an insurance provider, which may be lengthy and expensive and which ultimately may not result in a 
financial award. The potential for Brookfield to be a counterparty in any litigation or other proceedings regarding 
insurance claims creates a further potential conflict of interest. Furthermore, in providing such insurance, Brookfield 
may seek reinsurance for all or a portion of the coverage, which could result in Brookfield earning and retaining fees 
and/or a portion of the premiums associated with such insurance while not retaining all or a commensurate portion 
of the risk insured. Brookfield will seek to allocate the costs of such insurance and proceeds from claims in respect 
of such insurance policies and resolve any conflicts of interest, as applicable, in a manner it determines to be fair. In 
that regard, Brookfield may, if it determines it to be necessary, consult with one or more third parties in allocating 
such costs and proceeds and resolving such conflicts.
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For additional disclosures regarding insurance for Brookfield Accounts in which we invest, please see the 
Form ADVs of the Brookfield Advisers who advise the relevant Brookfield Accounts.

Conflicts of Interest Protocols. Our investment program and conflicts protocols are designed to address the 
factors noted above. Such program and protocols include certain investment guidelines and restrictions on our 
investments in securities issued by (and loans made to) Brookfield Accounts, such as exposure limits, a passive 
investment strategy and other controls (designed to ensure that potential adverse interests between our accounts and 
other Brookfield Accounts invested in different parts of an issuer’s capital structure can be appropriately managed in 
satisfaction of Brookfield’s fiduciary duties to other Brookfield Accounts). Further, in order to ensure that 
Brookfield can appropriately manage the Brookfield Accounts consistent with its fiduciary obligations to them, 
Brookfield Accounts (including ones in which we invest) generally will have priority with respect to investment 
opportunities that are suitable for their mandates. Moreover, from time to time, we will provide financing (or 
refinancing) arrangements to Brookfield Accounts at a lower cost or otherwise on more favorable terms relative to 
other third-party lenders and/or arrangements.

Brookfield has also implemented policies and procedures governing regulatory consent requirements for 
transactions involving the BNRE Related Account Group that raise conflicts of interest considerations relating to 
cross and principal transactions, including Related Account Group Transactions and Cross Account Group 
Transactions. Under its policies and procedures Brookfield will obtain prior approval for Cross Account Group 
Transactions that constitute a principal transactions (and for any transaction in loans or other instruments that would 
constitute a principal transaction but for the fact that it is not a transaction in a security), from a senior employee of 
our insurance or reinsurance company that acts as the reinsurer in respect of the relevant account and designated to 
provide such approval. Post-transaction ratification will also be provided on a quarterly basis by the independent 
members of the investment committee of the board of directors of the relevant insurance or reinsurance company. 
These consents are designed to satisfy regulatory consent requirements and are binding upon us. In addition, 
Brookfield has implemented pricing guidelines to ensure that our investments are executed at fair market values on 
arm’s length terms. 

Brookfield does not expect to seek consent for Related Account Group Transactions in the ordinary course 
as Brookfield believes such transactions are not cross or principal transactions. Rather, Brookfield believes these 
asset transfers are transactions effected at fair market value or statutory book value within a single economic group, 
in accordance with Brookfield’s valuation and accounting policies and procedures, which do not impact the expected 
return of any reinsurance counterparties within the BNRE Related Account Group. Additionally, third-party cedants 
do not bear the economic risk relating to the cedant accounts but, rather, are owed a guaranteed return by the 
applicable reinsurance subsidiary of our company and have a right to access underlying investments in the accounts 
to the extent such reinsurance subsidiary defaults on its payment obligations under the terms of the applicable 
reinsurance treaty. Our company therefore holds all of the economic risk in connection with any Related Account 
Group Transaction. These policies and procedures for managing conflicts will be different than the approach 
Brookfield takes for its other advisory clients as described in the Brookfield Form ADV.

Given the following factors, we expect that our and our shareholders’ interests and Brookfield’s interests 
are strongly aligned and that BAM Re Advisor taking into account Brookfield’s interests as well as our best interests 
will benefit our company and the holders of our exchangeable shares: (i) our organizational and ownership structure; 
(ii) the rationale for our formation; (iii) the fact that each exchangeable share is structured with the intention of 
providing an economic return equivalent to one Brookfield Class A Share and be convertible into the same; and (iv) 
the financial and other support Brookfield is providing to us through various support agreements. Moreover, we 
believe that Brookfield’s interests in managing its other Brookfield Accounts (including ones in which we invest) in 
accordance with its fiduciary duties to them benefits us and that prioritizing other Brookfield Accounts (including 
ones in which we invest) is ultimately in our and our shareholders’ best economic interest as the potential benefits 
that would accrue to Brookfield and its shareholders would similarly accrue to us and our shareholders.
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From time to time, in order to create efficiencies and optimize performance, employees of Brookfield, us, 
and Brookfield Accounts will be hired or retained by, or seconded to, other portfolio companies, other Brookfield 
Accounts and/or Brookfield. Brookfield may take its own interests into account in considering and making 
determinations regarding such transfers or secondments. However, as noted elsewhere herein, Brookfield believes 
that our access to Brookfield’s broader asset management platform enhances our, Brookfield Accounts’ and 
portfolio companies’ capabilities, is an integral part of our (and their) operations and will provide benefits to us, 
Brookfield Accounts and portfolio companies that would not exist but for our affiliation with Brookfield.

Conflicts of interest between our company, on the one hand, and Brookfield and other Brookfield 
Accounts, on the other hand, will generally be resolved in accordance with the principles summarized herein and in 
the Brookfield Form ADVs, Brookfield’s policies for adequately addressing conflicts considerations that arise in 
managing its business activities, governing documents of Brookfield Accounts, and conflicts protocols. Brookfield 
has formed a conflicts committee (the “Conflicts Committee”) that reviews Brookfield’s resolution of potential and 
actual conflicts situations that arise in the normal course of managing Brookfield’s business activities. Brookfield’s 
Conflicts Committee is intended to provide review and analysis, and ensure appropriate resolution, of these conflicts 
considerations. The Conflicts Committee also approved a framework (and related parameters) for execution of 
certain types of transactions, including Related Account Group Transactions and Cross Account Group Transactions 
and appoint one or more individuals (including Brookfield Corporation’s Chief Compliance Officer), pursuant to 
delegated authority, to oversee implementation of the framework. In this respect, transactions that are executed in 
accordance with such a framework will be deemed to have been approved by the Conflicts Committee. However, 
there can be no assurance that Brookfield will timely identify and present conflicts of interest considerations to its 
Conflicts Committee. In addition, the Conflicts Committee is comprised of senior management of Brookfield and, as 
a result: (i) such representatives are themselves subject to conflicts of interest considerations and (ii) there can be no 
assurance that any determinations made by the Conflicts Committee will be favorable to a Brookfield Account 
(including our company and/or a Brookfield Accounts in which we invest). The Conflicts Committee will act in 
good faith to resolve conflicts of interest considerations in a manner that is fair and balanced, taking into account the 
facts and circumstances known to it at the time. However, there is no guarantee that the Conflicts Committee will 
make the decision that is most beneficial to any particular Brookfield Account (including our company and/or a 
Brookfield Accounts in which we invest) or that the Conflicts Committee would not have reached a different 
decision if additional information were available to it.

For more information, see Item 3.D “Risk Factors — Risks Relating to the Exchangeable Shares — The 
exchangeable shares have been structured with the intention of providing an economic return equivalent to one 
Brookfield Class A Share and therefore we expect that the market price of our exchangeable shares should be 
impacted by the market price of the Brookfield Class A Shares and the business performance of Brookfield 
Corporation,” and “— Risks Relating to Our Relationship with Brookfield — Our organizational, ownership and 
operational management structure, and advisory relationship with Brookfield, give rise to conflicts of interest”.

By acquiring our shares, each investor will be deemed to have acknowledged the existence of the conflicts 
of interest discussed above and to have waived any and all claims with respect to them and any actions taken or 
proposed to be taken in respect of them. Although we believe Brookfield will act in what it believes is our best 
interest, conflicts may not be resolved in a manner that is favorable to our company, Brookfield Accounts in which 
we invest or our shareholders. Prospective investors are encouraged to seek the advice of independent legal counsel 
in evaluating the conflicts involved in an investment in our shares and the operation of our company.

Additional information about conflicts of interest considerations regarding an investment in our company is 
set forth in the Brookfield Asset Management Reinsurance Advisor LLC Form ADV, as well as the Form ADVs of 
the Brookfield Advisers who advise the Brookfield Accounts in which we invest. Prospective investors should 
review the Form ADVs of Brookfield Asset Management Reinsurance Advisor LLC and the Brookfield Advisers 
prior to investing in our company and current investors should review them on an annual basis. These Form ADVs 
are available on the SEC’s website (www.adviserinfo.sec.gov) and are not part of this Form 20-F.
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7.C INTEREST OF EXPERTS AND COUNSEL

Not applicable.

ITEM 8. FINANCIAL INFORMATION

8.A CONSOLIDATED STATEMENTS AND OTHER FINANCIAL INFORMATION

Financial Statements

See Item 18 “Financial Statements”, which contains our audited consolidated financial statements prepared 
in accordance with IFRS as permitted by securities regulators in Canada, as well as in the United States under the 
status of a Foreign Private Issuer. Beginning on January 1, 2023, our company transitioned to using U.S. GAAP. 
Due to differences in accounting treatments between IFRS and U.S. GAAP, amounts historically reported for our 
company’s financial position, operating results, and cash flow under IFRS, will be different from those which will 
be reported under U.S. GAAP beginning on January 1, 2023.

Dividend Policy

See Item 5.A “Operating Results — Liquidity and Capital Resources — Dividends Policy”, which contains 
information regarding our dividend policy. Also see Item 10.B “Memorandum and Bye-Laws — Class A 
Exchangeable Shares and Class A-1 Exchangeable Shares — Distributions”. 

Legal Proceedings

See Item 18. “Financial Statements”.

8.B SIGNIFICANT CHANGES

A discussion of the significant changes in our business can be found under Item 4 “Information on the 
Company”, Item 4.A “History and Development of the Company” and Item 5.A “Operating Results”.

ITEM 9. THE OFFER AND LISTING

9.A OFFER AND LISTING DETAILS

The class A exchangeable shares are listed on the NYSE and the TSX under the symbol “BNRE”. Our 
Class A exchangeable shares began trading on the NYSE and the TSX on June 28, 2021.

9.B PLAN OF DISTRIBUTION

Not applicable.

9.C MARKETS

See Item 9.A “Offer and Listing Details”.

9.D SELLING SHAREHOLDERS

Not applicable.

9.E DILUTION

Not applicable.
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9.F EXPENSES OF THE ISSUE

Not applicable.

ITEM 10. ADDITIONAL INFORMATION

10.A SHARE CAPITAL

Not applicable.

10.B MEMORANDUM AND BYE-LAWS

Our authorized share capital consists of: (i) 1,000,000,000 class A exchangeable shares; (ii) 500,000,000 
class A-1 exchangeable shares; (iii) 500,000 class B shares; (iv) 1,000,000,000 class C shares; (v) (a) 1,000,000,000 
Class A Junior Preferred Shares (issuable in series), and (b) 1,000,000,000 Class B Junior Preferred Shares (issuable 
in series), which we refer to together with the Class A Junior Preferred Shares as the Junior Preferred Shares; and 
(vi) (a) 100,000,000 Class A Senior Preferred Shares (issuable in series) having a par value of $25.00 per share, and 
(b) 100,000,000 Class B Senior Preferred Shares (issuable in series), which we refer to together with the Class A 
Senior Preferred Shares as the Senior Preferred Shares, and collectively with the Junior Preferred Shares, as the 
Preferred Shares.

As of the date of this Form 20-F, there were 10,450,952 class A exchangeable shares, 24,000 class B 
shares, 41,314,891 class C shares, 98,351,547 Class A Junior Preferred Shares, Series 1 and 2,108,733 Class A 
Junior Preferred Shares, Series 2 outstanding. As of the date of this Form 20-F, there were no class A-1 
exchangeable shares outstanding.

Class A Exchangeable Shares and Class A 1 Exchangeable Shares

The following description of class A exchangeable shares and class A-1 exchangeable shares sets forth 
certain general terms and provisions of the class A exchangeable shares and class A-1 exchangeable shares, as 
applicable. This description is in all respects subject to and qualified in its entirety by applicable law and the 
provisions of our company’s bye-laws. As of the date of this Form 20-F, there were no class A-1 exchangeable 
shares outstanding. Through the rights and governance structures described in this Form 20-F, each exchangeable 
share is intended to provide its holder with an economic return that is equivalent to that of a Brookfield Class A 
Share. Consequently, we expect that the market price of our class A exchangeable shares, and our class A-1 
exchangeable shares, when and if issued, should be impacted by the market price of the Brookfield Class A Shares 
and the business performance of Brookfield Corporation. Except for the voting rights and the conversion rights 
described below, the rights, privileges, restrictions and conditions attached to the class A exchangeable shares as a 
class and the class A-1 exchangeable shares as a class are identical in all respects.

Voting Rights of Class A Exchangeable Shares

Each holder of class A exchangeable shares will be entitled to receive notice of, and to attend and vote at, 
all meetings of our shareholders, other than meetings at which only holders of a specified class or series of shares 
are entitled to vote or as otherwise required by law. Except as set out below under “— Election of Directors”, each 
holder of class A exchangeable shares will be entitled to cast one vote for each class A exchangeable share held at 
the record date for determination of shareholders entitled to vote on any matter.

Except as otherwise expressly provided in our bye-laws or as required by law, all matters to be approved by 
shareholders must be approved by: (i) a majority or, where a higher threshold is specified under applicable law, the 
higher percentage of the votes cast by holders of class A exchangeable shares who vote in respect of the resolution, 
and (ii) a majority or, where a higher threshold is specified under applicable law, the higher percentage of the votes 
cast by the holder of our class B shares who vote in respect of the resolution. As a result, all matters that require 
shareholder approval must be approved by the holder of the class B shares.
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Election of Directors

In the election of directors, holders of class A exchangeable shares will be entitled to elect one-half of the 
board. Our bye-laws provide that each holder of a class A exchangeable share has the right to cast a number of votes 
equal to the number of votes attached to the class A exchangeable shares held by the holder multiplied by the 
number of directors to be elected by the holder and all holders of class A exchangeable shares entitled to vote with 
such holder in the election of directors. A holder may cast all such votes in favor of one candidate or distribute such 
votes among its candidates in any manner the holder sees fit. Where a holder has voted for more than one candidate 
without specifying the distribution of votes among such candidates, the holder shall be deemed to have divided the 
holder’s votes equally among the candidates for whom the holder voted.

Voting Rights of Class A-1 Exchangeable Shares

Except as otherwise required by law, each holder of class A-1 exchangeable shares shall be entitled to 
notice of, and to attend, any meetings of shareholders of the company (except meetings at which only holders of 
another specified class or series of shares are entitled to vote), but shall not be entitled to vote at any such meeting. 
The class A-1 exchangeable shares are non-voting to address certain insurance regulatory restrictions on ownership, 
but are otherwise intended to be economically equivalent in all respects to our class A exchangeable shares.

Conversion Right of Holders of Class A-1 Exchangeable Shares 

Subject to applicable law, a holder of class A-1 exchangeable shares will be entitled, from time to time, to 
convert their class A-1 exchangeable shares into class A exchangeable shares on a one-for-one basis (the 
“Conversion Right”). No holder will be permitted to convert its class A-1 exchangeable shares, and the company 
will not authorize or effect any conversions of class A-1 exchangeable shares, unless the requesting holder has 
provided satisfactory evidence to the company, that either (i) it and its affiliates (as set forth in Rule 12b-2 of the 
Exchange Act) will not, after giving effect to the conversion, directly or indirectly, beneficially own, control or hold 
with the power to vote more than 9.9% of the class A exchangeable shares, or (ii) it and its affiliates (as set forth in 
Rule 12b-2 of the Exchange Act) have received all required regulatory approvals and consents or, if applicable 
exemptions or waivers, to beneficially own, control or hold with the power to vote more than 9.9% of the class A 
exchangeable shares, as determined by the company acting reasonably (the “Regulatory Condition”).

The Conversion Right will be exercisable in accordance with the share conditions, which are attached to the 
bye-laws. The right of conversion may be exercised, provided the Regulatory Condition is satisfied, by notice in 
writing given to the transfer agent (a “Conversion Notice”), which notice shall specify the number of class A-1 
exchangeable shares that the class A-1 exchangeable shareholder desires to have converted. No Conversion Notice 
will be accepted during (i) the calendar month in which quarterly distributions are paid to the holders of 
exchangeable shares, or (ii) during the period commencing 10 business days prior to the record date for any special 
dividend or stock distribution and up to and including on the payment date for such dividend (the “Conversion 
Blackout Period”). Any conversion notice purported to be delivered to the company during a Conversion Blackout 
Period will be deemed to have been received on the business day immediately following the date on which a 
Blackout Period expires. A converting holder will have no further right, with respect to any class A-1 exchangeable 
shares so converted, to receive any distributions on such shares with a record date on or after the Conversion Notice 
Date, without regard to the time of day on the Conversion Notice Date at which the exchange is completed. For 
greater certainty, a converting holder will, despite a notice of conversion being delivered, be entitled to receive any 
distributions on class A exchangeable shares and class A-1 exchangeable shares that have a record date prior to the 
Conversion Notice Date.
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Distributions

The holders of exchangeable shares will be entitled to receive distributions as and when declared by our 
board subject to receipt of sufficient shareholder approval (where applicable) and the prior rights of the holders of all 
classes and series of the Class A Senior Preferred Shares and Class B Senior Preferred Shares and any other shares 
ranking senior to the class A exchangeable shares or class A-1 exchangeable shares with respect to priority in 
payment of distributions. It is expected that each exchangeable share will receive distributions at the same time and 
in the same amount as the cash dividends paid on each Brookfield Class A Share.

Subject to the prior rights of holders of all classes and series of Senior Preferred Shares at the time 
outstanding having prior rights as to distributions, and in preference to the Junior Preferred Shares and class C 
shares of the company, each exchangeable share will entitle its holder to cumulative distributions per share in an 
amount equal to (i) the amount of any cash dividend made on a Brookfield Class A Share multiplied by (ii) the 
exchange factor (which initially shall be one, subject to adjustment in the event of certain dilutive or other capital 
events by our company or Brookfield Corporation) determined in accordance with our bye-laws and in effect on the 
payment date of such distribution, which we refer to as the exchangeable distribution. See Item 10.B “Memorandum 
and Bye-Laws — Exchange by Holder — Adjustments to Reflect Certain Capital Events”.

If the full amount of an exchangeable distribution is not paid concurrently with a dividend on the 
Brookfield Class A Shares, then the unpaid amount of such exchangeable distribution shall accrue and accumulate 
(without interest), whether or not our company has earnings, whether or not there are funds legally available for the 
payment thereof and whether or not such exchangeable distribution has been earned, made or authorized. Any 
exchangeable distribution payment made shall first be credited against the earliest accumulated but unpaid 
exchangeable distribution due which remains payable, which we refer to as unpaid distributions. All exchangeable 
distributions shall be paid prior and in preference to any dividends or distributions on the class C shares. The holders 
of class A exchangeable shares and class A-1 exchangeable shares shall not be entitled to any distributions from our 
company other than the exchangeable distributions.

The exchangeable shares may be consolidated or split in the event of, and equally with, a share 
consolidation or stock split of the Brookfield Class A Shares. As an alternative, stock dividends may be paid in lieu 
of stock splits concurrently with a stock split of the Brookfield Class A Shares. In that case, the stock dividend on 
the exchangeable shares will be paid in additional exchangeable shares.

Exchange by Holder

At any time before the 15th business day prior to the date of any redemption, holders of exchangeable 
shares shall have the right to exchange all or a portion of their exchangeable shares with Brookfield Corporation for 
one Brookfield Class A Share per exchangeable share held (subject to adjustment in the event of certain dilutive or 
other capital events by our company or Brookfield Corporation as described below in “— Adjustments to Reflect 
Certain Capital Events”) or its cash equivalent based on the NYSE closing price of one Brookfield Class A Share on 
the date that the request for exchange is received by our transfer agent (or if not a trading day, the next trading day 
thereafter) plus all unpaid distributions, if any (the form of payment to be determined at the sole election of 
Brookfield Corporation), subject to certain limitations described below if Brookfield Corporation is unable to 
maintain an effective registration statement. If you hold exchangeable shares through a broker, please contact your 
broker to request an exchange on your behalf. If you are a registered holder of exchangeable shares, please contact 
our transfer agent and follow the process described below.

Pursuant to the Rights Agreement between our company, Brookfield Corporation and Wilmington Trust, 
National Association, Brookfield Corporation has agreed it will satisfy, or cause to be satisfied, any request made 
pursuant to our bye-laws to exchange such class A exchangeable shares for Brookfield Class A Shares or its cash 
equivalent, plus unpaid distributions. Prior to the issuance of any class A-1 exchangeable shares, the Rights 
Agreement will be amended to provide similar obligations on Brookfield Corporation with regards to any request 
made pursuant to our bye-laws to exchange the class A-1 exchangeable shares.
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The obligation to satisfy a request for exchange is the obligation of Brookfield Corporation, and our 
company has no obligation to deliver Brookfield Class A Shares or cash, to deliver any unpaid distributions, or to 
cause Brookfield Corporation to do so.

Each holder of exchangeable shares who wishes to exchange one or more of his or her exchangeable shares 
with Brookfield Corporation for Brookfield Class A Shares or its cash equivalent is required to complete and deliver 
a notice of exchange in the form available from our transfer agent. Upon receipt of a notice of exchange, Brookfield 
Corporation shall, within ten (10) business days after the date that the notice of exchange is received by our transfer 
agent, or the specified exchange date, deliver to the tendering holder of exchangeable shares, in accordance with 
instructions set forth in the notice of exchange, one Brookfield Class A Share per exchangeable share held (subject 
to adjustments in the event of certain capital events by our company or Brookfield Corporation as described below 
in “— Adjustments to Reflect Certain Capital Events”) or its cash equivalent based on the NYSE closing price of 
one Brookfield Class A Share on the date that the request for exchange is received by our transfer agent (or if not a 
trading day, the next trading day thereafter) plus all unpaid distributions, if any (the form of payment to be 
determined at the sole election of Brookfield Corporation). Notwithstanding the foregoing, for so long as there is not 
an effective registration statement with respect to the delivery of Brookfield Class A Shares in connection with the 
exchange right, Brookfield Corporation will not be able to effect exchanges for Brookfield Class A Shares and will 
not be required to effect exchanges for cash that would result in the payment of an amount in excess of $5,000,000 
in the aggregate over any 30 consecutive calendar day period; provided that such limit will not apply for more than 
90 consecutive calendar days during any 12 calendar month period. Upon completion of the exchange of any 
exchangeable shares as described herein, the holder of exchangeable shares who has exchanged their exchangeable 
shares will have no further right, with respect to any exchangeable shares so exchanged, to receive any distributions 
on the exchangeable shares on or after the date on which such exchangeable shares are exchanged. For greater 
certainty, a tendering holder will, despite a notice of exchange being delivered, be entitled to receive any 
distributions on the exchangeable shares that have a record date or otherwise accrued prior to the date on which such 
notice of exchange is received.

Subject to the limitations on exchange as described above, in the event that a tendering holder of 
exchangeable shares has not received the number of Brookfield Class A Shares or its cash equivalent (the form of 
payment to be determined by Brookfield Corporation in its sole discretion) in satisfaction of the tendered 
exchangeable shares on or prior to the specified exchange date, then, pursuant to the Rights Agreement, the holder 
of the subject exchangeable shares, or the rights agent, on behalf of the holder of the subject exchangeable shares, 
will have the right to institute and maintain any suit, action or proceeding against Brookfield Corporation to enforce 
the obligations of Brookfield Corporation to exchange our exchangeable shares for Brookfield Class A Shares (or 
their cash equivalent) plus unpaid distributions. The Rights Agreement is available electronically on our SEDAR 
profile at www.sedar.com. For a further description of the Rights Agreement, see 10.C “Material Contracts — 
Rights Agreement” and Item 10.B “Memorandum and Bye-Laws — Rights Agreement” for a further description of 
the Rights Agreement. 

No Fractional Shares. No fractional Brookfield Class A Shares will be issued or delivered upon exchange 
of exchangeable shares. In lieu of any fractional Brookfield Class A Shares to which the tendering holder of 
exchangeable shares would otherwise be entitled at Brookfield Corporation’s election, Brookfield Corporation will 
pay an amount in cash equal to the Brookfield Class A Share value on the trading day immediately preceding the 
applicable specified exchange date multiplied by such fraction of a Brookfield Class A Share.

Page 162



Adjustments to Reflect Certain Capital Events. The exchange factor (which initially shall be one) is subject 
to adjustment in accordance with our company’s bye-laws to reflect certain capital events, including (i) if Brookfield 
Corporation declares or pays a dividend to its shareholders consisting wholly or partly of Brookfield Class A Shares 
or if or our company declares or pays a distribution to our shareholders consisting wholly or partly of exchangeable 
shares, in each case, without a corresponding dividend or distribution, as applicable, being paid by the other entity; 
(ii) if Brookfield Corporation or our company splits, subdivides, reverse-splits or combines its outstanding 
Brookfield Class A Shares or exchangeable shares, as applicable, without a corresponding event occurring at the 
other entity; (iii) if Brookfield Corporation or our company distributes any rights, options or warrants to all or 
substantially all holders of its Brookfield Class A Shares or exchangeable shares to convert into, exchange for or 
subscribe for or to purchase or to otherwise acquire Brookfield Class A Shares or exchangeable shares (or other 
securities or rights convertible into, exchangeable for or exercisable for Brookfield Class A Shares or exchangeable 
shares), as applicable, without a corresponding distribution of comparable rights, options or warrants by the other 
entity; (iv) if Brookfield Corporation effects a spin-off, unless a corresponding event (or a distribution/equivalent 
compensation) occurs at our company in respect of the exchangeable shares; (v) if Brookfield Corporation 
distributes to all or substantially all holders of Brookfield Class A Shares evidences of its indebtedness or assets 
(including securities), or rights, options or warrants to convert into, exchange for or subscribe for or to purchase or 
to otherwise acquire such securities but excluding all distributions where a comparable distribution (or the cash 
equivalent) is made by our company; or (vi) if Brookfield Corporation or one of its subsidiaries makes a payment in 
respect of a tender or exchange offer for the Brookfield Class A Shares (but excluding for all purposes any exchange 
or tender offer to exchange Brookfield Class A Shares for exchangeable shares or any other security economically 
equivalent to Brookfield Class A Shares), to the extent that the cash and value of any other consideration included in 
the payment per Brookfield Class A Share exceeds certain thresholds.

Redemption

Our board will have the right, subject to the prior written consent of Brookfield Corporation, as the sole 
holder of the class C shares, and upon sixty days’ prior written notice to holders of exchangeable shares, to redeem 
all of the then outstanding exchangeable shares at any time and for any reason, in its sole discretion and subject to 
applicable law, including without limitation following the occurrence of any of the following redemption events: (i) 
the total number of class A exchangeable shares outstanding decreases by 50% or more over any six-month period; 
(ii) the daily market value of the class A exchangeable shares (based on the closing price on the NYSE on each 
trading day) (A) is less than $250 million for more than six consecutive months or (B) decreases by 50% or more 
from its high over any three-month period; (iii) a person acquires 90% of the Brookfield Class A Shares in a take-
over bid (as defined by applicable securities law); (iv) shareholders of Brookfield Corporation approve an 
acquisition of Brookfield Corporation by way of arrangement, amalgamation or similar transaction; (v) shareholders 
of Brookfield Corporation approve a restructuring or other reorganization of Brookfield Corporation or a liquidation, 
insolvency or winding-up of Brookfield Corporation is pending; (vi) there is a pending sale of all or substantially all 
of Brookfield Corporation’s assets; (vii) there is a change of law (whether by legislative, governmental or judicial 
action), administrative practice or interpretation, or a change in circumstances of our company and our shareholders, 
that may result in adverse tax consequences for our company or our shareholders; or (viii) our board, in its sole 
discretion, concludes that the holders of exchangeable shares are adversely impacted by a fact, change or other 
circumstance relating to our company. For greater certainty, shareholders do not have the ability to vote on such 
redemption and the board’s decision to redeem all of the then outstanding exchangeable shares will be final.

Upon any such redemption event, the holders of exchangeable shares shall be entitled to receive pursuant to 
such redemption one Brookfield Class A Share per exchangeable share held (subject to adjustment in the event of 
certain capital events by our company or Brookfield Corporation as described above in “— Exchange by Holder — 
Adjustments to Reflect Certain Capital Events”) or its cash equivalent based on the NYSE closing price of one 
Brookfield Class A Share on the trading day immediately preceding the announcement of such redemption plus all 
unpaid distributions, if any (the form of payment to be determined at the election of our company).
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Notwithstanding the foregoing, upon any redemption event, Brookfield Corporation may elect to acquire all 
of the outstanding exchangeable shares in exchange for one Brookfield Class A Share per exchangeable share held 
(subject to adjustment in the event of certain capital events by our company or Brookfield Corporation as described 
above in “— Exchange by Holder — Adjustments to Reflect Certain Capital Events”) or its cash equivalent based 
on the NYSE closing price of one Brookfield Class A Share on the trading day immediately preceding the 
announcement of such redemption plus all unpaid distributions, if any (the form of payment to be determined at the 
election of Brookfield Corporation). Shareholders are not entitled to vote on Brookfield Corporation’s exercise of 
the overriding call right described in the preceding sentences.

Liquidation

Brookfield Corporation, as the sole holder of our class C shares, will have the right, subject to applicable 
law, to require our company to commence a liquidation of the company following the occurrence of certain events. 
See Item 10.B “Memorandum and Bye-Laws — Class C Shares — Liquidation” for more information.

Upon any liquidation, dissolution or winding up of our company or any other distribution of our assets 
among our shareholders for the purpose of winding up our affairs, including whether substantially concurrent with 
the liquidation, dissolution or winding up of Brookfield Corporation or any other distribution of Brookfield 
Corporation’s assets among its shareholders for the purpose of winding up its affairs, and subject to the prior rights 
of holders of all classes and series of Senior Preferred Shares and any other class of shares of our company ranking 
in priority or ratably with the exchangeable shares and after the payment in full of any unpaid distributions, the 
holders of exchangeable shares shall be entitled to one Brookfield Class A Share per exchangeable share held 
(subject to adjustment in the event of certain capital events by our company or Brookfield Corporation as described 
above in “— Exchange by Holder — Adjustments to Reflect Certain Capital Events”) or its cash equivalent based 
on the NYSE closing price of one Brookfield Class A Share on the trading day immediately preceding 
announcement of such liquidation, dissolution or winding up (the form of payment to be determined at the election 
of our company). If, upon any such liquidation, dissolution or winding up, the assets of our company are insufficient 
to make such payment in full, then the assets of our company will be distributed among the holders of exchangeable 
shares and class B shares ratably in proportion to the full amounts to which they would otherwise be respectively 
entitled to receive.

Notwithstanding the foregoing, upon any liquidation, dissolution or winding up of our company, Brookfield 
Corporation may elect to acquire all but not less than all of the outstanding exchangeable shares for one Brookfield 
Class A Share per exchangeable share (subject to adjustment in the event of certain capital events by our company 
or Brookfield Corporation as described above in “— Exchange by Holder — Adjustments to Reflect Certain Capital 
Events”) plus all unpaid distributions, if any. The acquisition by Brookfield Corporation of all the outstanding 
exchangeable shares will occur on the day prior to the effective date of the liquidation, dissolution or winding up of 
our company. Shareholders are not entitled to vote on Brookfield Corporation’s exercise of the overriding call right 
described in the preceding sentences.

Book-Based System

The exchangeable shares may be represented in the form of one or more fully registered share certificates 
held by, or on behalf of, CDS or DTC, as applicable, as custodian of such certificates for the participants of CDS or 
DTC, registered in the name of CDS or DTC or their respective nominee, and registration of ownership and transfers 
of the exchangeable shares may be effected through the book-based system administered by CDS or DTC, as 
applicable.
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Treatment of Exchangeable Shares in Connection with a Takeover Bid, Issuer Bid or Tender Offer

The exchangeable shares are not Brookfield Class A Shares and will not be treated as Brookfield Class A 
Shares for purposes of the application of applicable Canadian and U.S. rules relating to takeover bids, issuer bids 
and tender offers. Neither, Brookfield Class A Shares, the class A exchangeable shares or the class A-1 
exchangeable shares are securities of the same class. As a result, holders of exchangeable shares will not be entitled 
to participate in an offer or bid made to acquire Brookfield Class A Shares, unless such offer is extended to holders 
of class A exchangeable shares and holders of the class A-1 exchangeable shares and holders of Brookfield Class A 
Shares will not be entitled to participate in an offer or bid made to acquire class A exchangeable shares or class A-1 
exchangeable shares, unless such offer is extended to holders of Brookfield Class A Shares. In the event of a 
takeover bid for Brookfield Class A Shares, a holder of exchangeable shares who would like to participate would be 
required to first tender his or her exchangeable shares for exchange, in order to receive a Brookfield Class A Share, 
or the cash equivalent, at the election of Brookfield Corporation, pursuant to the exchange right. If an issuer tender 
offer or issuer bid is made for the Brookfield Class A Shares at a price in excess of the market price of the 
Brookfield Class A Shares and a comparable offer is not made for the exchangeable shares, then the exchange factor 
for the exchangeable shares may be adjusted. See “— Exchange by Holder — Adjustments to Reflect Certain 
Capital Events” above for more information on the circumstances in which adjustments may be made to the 
exchange factor.

Choice of Forum for Bermuda Act and U.S. Securities Act Claims

Pursuant to our bye-laws, unless we consent in writing to the selection of an alternative forum (and our 
company will always provide such consent with respect to the Superior Court of Justice of the Province of Ontario, 
Canada and appellate Courts thereof), the Supreme Court of Bermuda shall, to the fullest extent permitted by law, be 
the sole and exclusive forum for any dispute that arises concerning the Bermuda Act or out of or in connection with 
our bye-laws, including any question regarding the existence and scope of our bye-laws and/or whether there has 
been any breach of the Bermuda Act or our bye-laws by an officer or director (i.e., the Bermuda Forum Provision.) 
The Bermuda Forum Provision will not apply to any causes of action arising under the U.S. Securities Act or the 
U.S. Exchange Act. In addition, our bye-laws further provide that unless we consent in writing to the selection of an 
alternative forum, the federal courts of the United States shall be the sole and exclusive forum for resolving any 
complaint filed in the United States asserting a cause of action arising under the U.S. Securities Act (i.e., the U.S. 
Federal Forum Provision). Our bye-laws provide that any person or entity purchasing or otherwise acquiring any 
interest in our exchangeable shares is deemed to have notice of and consented to the Bermuda Forum Provision and 
the U.S. Federal Forum Provision; provided, however, that shareholders cannot and will not be deemed to have 
waived our compliance with the U.S. federal securities laws and the rules and regulations thereunder. The Bermuda 
Forum Provision and the U.S. Federal Forum Provision in our bye-laws may impose additional litigation costs on 
shareholders in pursuing any such claims. Additionally, the forum selection clauses in our bye-laws may limit our 
shareholders’ ability to bring a claim in a judicial forum that they find favorable for disputes with us or our directors, 
officers or employees, which may discourage the filing of lawsuits against us and our directors, officers and 
employees, even though an action, if successful, might benefit our shareholders. See Item 3.D “Risk Factors — 
Risks Relating to the Exchangeable Shares — Our bye-laws designate specific courts in Bermuda as the exclusive 
forum for certain litigation that may be initiated by our shareholders, which could limit our shareholders’ ability to 
obtain a desired judicial forum for disputes with us.”

Class B Shares

The following description of class B shares sets forth certain general terms and provisions of class B shares. 
This description is in all respects subject to and qualified in its entirety by reference to applicable law and the 
provisions of our company’s bye-laws. All of the outstanding class B shares are held, collectively, by the Class B 
Partners.

Page 165



Voting

Each holder of class B shares will be entitled to receive notice of, and to attend and vote at, all meetings of 
our shareholders, other than meetings at which only holders of a specified class or series of shares are entitled to 
vote or as otherwise required by law. Each holder of class B shares will be entitled to cast one vote for each class B 
share held at the record date for determination of shareholders entitled to vote on any matter.

Except as set out below under “— Election of Directors” below, or as otherwise expressly provided in our 
bye-laws or as required by law, all matters to be approved by shareholders must be approved by: (i) a majority or, 
where a higher threshold is specified under applicable law, the higher percentage of the votes cast by holders of 
class B shares who vote in respect of the resolution, and (ii) a majority or, where a higher threshold is specified 
under applicable law, the higher percentage of the votes cast by holders of class A exchangeable shares who vote in 
respect of the resolution.

Election of Directors

In the election of directors, holders of class B shares will be entitled to elect one-half of the board. Our bye-
laws provide that each holder of a class B share has the right to cast a number of votes equal to the number of votes 
attached to the class B shares held by the holder multiplied by the number of directors to be elected by the holder 
and all holders of class B shares entitled to vote with such holder in the election of directors. A holder may cast all 
such votes in favor of one candidate or distribute such votes among its candidates in any manner the holder sees fit. 
Where a holder has voted for more than one candidate without specifying the distribution of votes among such 
candidates, the holder shall be deemed to have divided the holder’s votes equally among the candidates for whom 
the holder voted.

Distributions

The holders of class B shares will be entitled to the same distributions as the exchangeable shares as 
described above, and the class B shares rank pari passu with the exchangeable shares with respect to the payment of 
distributions (if, as and when made by our board). In the event a distribution is paid on the exchangeable shares, the 
board shall, subject to applicable law, contemporaneously pay an equivalent distribution on the class B shares.

Liquidation

Upon a liquidation, dissolution or winding-up of our company, holders of class B shares will be entitled to 
the same rights as holders of exchangeable shares described above and rank on parity with the exchangeable shares.

Restrictions on Transfer

The class B shares may only be held by the Class B Partners, a company controlled by one or more of the 
Partners or Brookfield. However, Brookfield does not currently have any intention to hold any class B shares.

Class C Shares

The following description of class C shares sets forth certain general terms and provisions of class C shares. 
This description is in all respects subject to and qualified in its entirety by reference to applicable law and the 
provisions of our company’s memorandum of association or bye-laws. All of the outstanding class C shares will be 
held by Brookfield Corporation. 
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Voting

Except as described below or as required by law, the holder of the class C shares shall be entitled to notice 
of, and to attend, any meetings of shareholders of the company, but shall not otherwise be entitled to vote at any 
such meetings. Under our memorandum of association and bye-laws, the holder of the class C shares will be entitled 
to consent to (a) any redemption of the class A exchangeable shares by our company; (b) any amendment to our 
memorandum of association or bye-laws, including, for greater certainty, the terms attached to the class A 
exchangeable shares, class A-1 exchangeable shares, the class B shares or any other shares ranking senior to the 
class C shares; (c) any merger or similar reorganization of the company (including a sale of all or substantially all of 
its assets); (d) a continuance to another jurisdiction of incorporation; or (e) the commencement of a voluntarily 
liquidation of our company.

Distributions

The holder of class C shares will be entitled to receive distributions as and when declared by our board 
subject to the prior rights of the holders of all classes and series of the Preferred Shares, class A exchangeable 
shares, class A-1 exchangeable shares, class B shares, and any other shares ranking senior to the class C shares with 
respect to priority in payment of distributions. The holder of our class C shares will be entitled to receive 
distributions if, as and when declared or authorized. Our board has adopted a policy that class C share distributions 
will be paid quarterly in an amount equal to our company’s distributable earnings (as determined by management of 
our company) after payment of distributions on the class A exchangeable shares, class A-1 exchangeable shares, 
class B shares and any other shares ranking senior to the class C shares and after reasonable provision for any other 
applicable obligations and commitments.

The class C shares will not be consolidated or split in the event of, and equally with, a share consolidation 
or stock split of the Brookfield Class A Shares unless the holder of class C shares agrees to such split or 
consolidation.
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Liquidation

The holder of class C shares will have the right, subject to applicable law, to resolve that our company 
commence a voluntary liquidation of the company following the occurrence of any of the following events: (i) the 
total number of class A exchangeable shares outstanding decreases by 50% or more over any six-month period; 
(ii) the daily market value of the class A exchangeable shares (based on the closing price on each trading day) (A) is 
less than $250 million for more than six consecutive months or (B) decreases by 50% or more from its high over any 
three-month period; (iii) a person acquires 90% of the Brookfield Class A Shares in a take-over bid (as defined by 
applicable securities law); (iv) the shareholders of Brookfield Corporation approve a sale of all or substantially all of 
the assets of Brookfield Corporation or an acquisition of Brookfield Corporation by way of arrangement, 
amalgamation or similar transaction; (v) the shareholders of Brookfield Corporation approve a restructuring or other 
reorganization of Brookfield Corporation or the liquidation, dissolution or winding up of Brookfield Corporation, or 
any other distribution of Brookfield Corporation’s assets among its shareholders for the purpose of winding up its 
affairs, is pending; (vi) there is a change of law (whether by legislative, governmental or judicial action), 
administrative practice or interpretation, or a change in circumstances of our company and our shareholders, that 
may result in adverse tax consequences for our company or our shareholders; (vii) the holder, in good faith, 
concludes that it is materially adversely impacted by an external fact unrelated to the company, a change, or other 
circumstance relating to the company or Brookfield that was not known to it on the effective date of the special 
dividend; or (viii) on any day during the months of January and June commencing in 2022 and every year thereafter, 
more than 20% of the total number of the class A exchangeable shares outstanding are controlled by one person or 
group of persons acting jointly or in concert within the meaning of applicable securities laws; provided that, in the 
case of all circumstances other than (ii), the circumstance cannot be cured within a period of 30 days. The foregoing 
right will only be exercisable following the expiration of such cure period (or in the case of (ii), following the 
occurrence of the event) and shall expire (A) in the case of all circumstances other than (viii), on the 90th day 
thereafter, (B) in the case of (viii), on the 60th day thereafter, and (C) in the case of (viii), the right will only be 
exercisable in the event that more than 20% of the total number of class A exchangeable shares outstanding are 
controlled by one person or group of persons acting jointly and in concert within the meaning of applicable 
securities laws at the time such right is exercised. For greater certainty, no consent or resolution of the class A 
exchangeable shares, class B shares, or any other class of shares will be required in connection with the 
commencement of such liquidation by the holder of the class C shares.

Any liquidation of our company pursuant to the foregoing will be subject to no less than 60 days’ prior 
written notice of the date of liquidation being provided to holders of class A exchangeable shares.

Upon any liquidation, dissolution or winding up of our company, subject to the prior rights of holders of 
Preferred Shares and after the payment in full of the amount due to the holders of class A exchangeable shares and 
class B shares described in Item 10.B “Memorandum and Bye-Laws — Class A Exchangeable Shares and Class A-1 
Exchangeable Shares and Class B Shares — Liquidation”, the remaining assets and property of our company will be 
distributed among the holders of class C shares.

Conversion of Tendered Class A Exchangeable Shares

Subject to applicable law, the holder of class C shares will be entitled, from time to time, to convert any 
exchangeable shares held by it or its subsidiaries into class C shares. The number of class C shares (which may 
include a fraction of a class C share) that will be received on conversion of any exchangeable share will be equal to 
the number obtained by dividing the fair market value of a class A exchangeable share or class A-1 exchangeable 
shares, as applicable, by the fair market value of a class C share, in each case as determined by the board, which we 
refer to as the conversion number. If the conversion number from time to time is not equal to one (1), then the 
conversion will include any necessary subdivision or consolidation necessary to convert the class A exchangeable 
shares or class A-1 exchangeable shares in the conversion number of class C shares.

Restrictions on Transfer

The class C shares may only be transferred within Brookfield.
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Class A Junior Preferred Shares, Series 1 and Class A Junior Preferred Shares, Series 2

The following description of the Class A Junior Preferred Shares, Series 1 and Class A Junior Preferred 
Shares, Series 2 (the “Issued Class A Junior Preferred Shares”) sets forth certain general terms and provisions of 
the Issued Class A Junior Preferred Shares. This description is in all respects subject to and qualified in its entirety 
by reference to applicable law and the provisions of our memorandum of association, bye-laws or the respective 
certificate of designation. As of the date of this Form 20-F, there were 98,351,547 Class A Junior Preferred Shares, 
Series 1 and 2,108,733 Class A Junior Preferred Shares, Series 2 outstanding. For a full description of the 
designation, preferences and privileges, voting rights, relative, participating, optional and other special rights, and 
qualifications, limitations and restrictions of the Issued Class A Junior Preferred Shares, in addition to those set forth 
in our bye-laws, please refer to the certificates of designation for the Class A Junior Preferred Shares, Series 1 and 
the Class A Junior Preferred Shares, Series 2, copies of which are available on our website at https://
bnre.brookfield.com and on our SEDAR profile at www.sedar.com and EDGAR profile at www.sec.gov.

Ranking 

The Issued Class A Junior Preferred Shares rank, with respect to the payment of distributions and return of 
capital upon any liquidation, dissolution, winding up of our company or any other distribution of its assets among its 
shareholders for the purpose of winding up its affairs, on (a) parity with the Junior Preferred Shares of every other 
series, (b) junior to the Senior Preferred Shares, the class A exchangeable shares, the class A-1 exchangeable shares 
and the class B shares, and (c) senior to the class C shares and over any other shares ranking junior to the Issued 
Class A Junior Preferred Shares with respect to priority in payment of distributions and in return of capital upon any 
liquidation, dissolution, winding up of our company or any other distribution of its assets among its shareholders for 
the purpose of winding up its affairs.

Distributions

The holder of Issued Class A Junior Preferred Shares is entitled to receive, as and when declared by our 
board, an annual fixed cumulative preferential cash distribution of US$1.125 per Issued Class A Junior Preferred 
Share.

Voting

Except as otherwise expressly provided in the certification of designation, the bye-laws, or as required by 
law, the holder of Issued Class A Junior Preferred Shares is not entitled to receive notice of, to attend, or to vote at 
any meeting of our shareholders.

Redemption

Subject to the provisions of the Bermuda Act, the bye-laws, and to the rights, privileges, restrictions and 
conditions attaching to any other class or shares of our company ranking in priority to the Issued Class A Junior 
Preferred Shares, our company may, upon giving notice redeem the whole or from time to time any part of the then 
outstanding Issued Class A Junior Preferred Shares on payment for each share to be redeemed of a price of 
US$25.00 together with an amount equal to all accrued and unpaid distributions thereon up to but excluding the date 
fixed for redemption. In case a part only of the Issued Class A Junior Preferred Shares is at any time to be redeemed, 
the shares to be redeemed shall be selected by lot or in such other manner as determined, from time to time, by our 
board.
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In any case of redemption of Issued Class A Junior Preferred Shares, our company shall not less than 
fifteen (15) days and not more than thirty (30) days prior to the date specified for redemption send a notice in 
writing of the intention of our company to redeem such Issued Class A Junior Preferred Shares to each holder of 
Issued Class A Junior Preferred Shares. Such notice shall set out the number of Issued Class A Junior Preferred 
Shares held by the person to whom it is addressed which are to be redeemed, the redemption price, the date specified 
for redemption and the place or places at which holders of Issued Class A Junior Preferred Shares may present and 
surrender such shares for redemption. From and after the date specified for redemption in any such notice of 
redemption, the Issued Class A Junior Preferred Shares called for redemption shall cease to be entitled to 
distributions or any other participation in the assets of our company and the holders thereof shall not be entitled to 
exercise any of their other rights as shareholders in respect thereof unless payment of the redemption price shall not 
be made upon presentation and surrender of the certificate(s) or notice of uncertificated securities, as applicable, 
representing such Issued Class A Junior Preferred Shares, in which case the rights of the holders shall remain 
unaffected.

Purchase for Cancelation

Subject to the provisions of the Bermuda Act and the bye-laws, our company may purchase for cancellation 
at any time all or from time to time any part of the outstanding Issued Class A Junior Preferred Shares by way of 
private contract or by invitation for tenders addressed to all the holders of Issued Class A Junior Preferred Shares 
then outstanding, at the lowest price or prices at which, in the opinion of the board, such shares are then obtainable 
but not exceeding a price per share equal to the then applicable redemption price, plus the costs of purchase.

Liquidation

Except as provided by the Bermuda Act and the current bye-laws of our company, upon any liquidation, 
dissolution, winding up of our company or any other distribution of its assets among its shareholders for the purpose 
of winding up its affairs, the holders of the Issued Class A Junior Preferred Shares shall be entitled to receive from 
the assets of our company a sum equal to US$25.00 for each Issued Class A Junior Preferred Share held by them 
respectively, plus an amount equal to all accrued and unpaid distributions thereon before any amount will be paid to 
or assets of our company distributed amongst the holders of any shares of our company ranking as to capital junior 
to the Issued Class A Junior Preferred Shares. After payment to the holders of the Issued Class A Junior Preferred 
Shares of the amounts so payable to them, they will not be entitled to share in any further distribution of the assets of 
our company.

Transfer Restrictions

The Issued Class A Junior Preferred Shares may not be transferred to any person other than to Brookfield 
Corporation or a person controlled by Brookfield Corporation.

Approval of Holders of Preferred Shares

Subject to the terms of the bye-laws and the Bermuda Act, rights conferred upon the holders of Issued 
Class A Junior Preferred Shares shall not be deemed to be varied by the creation or issue of further shares ranking 
pari passu therewith. The approval of the holders of the Issued Class A Junior Preferred Shares to add to, change or 
remove any right, privilege, restriction or condition attaching to the Class A Junior Preferred Shares as a series or in 
respect of any other matter requiring the consent of the holders of the Junior Preferred Shares may be given in such 
manner as may then be required by Law, subject to a minimum requirement that such approval be given by 
resolution signed by all the holders of the Issued Class A Junior Preferred Shares or passed by the affirmative vote 
of at least 66 2/3% of the votes cast at a meeting of the holders of the Junior Preferred Shares duly called for that 
purpose. On every poll taken at every meeting of the holders of the Issued Class A Junior Preferred Shares as a 
series, or at any joint meeting of the holders of two (2) or more series of Junior Preferred Shares, each holder of 
Issued Class A Junior Preferred Shares entitled to vote thereat shall have one vote in respect of each Issued Class A 
Junior Preferred Shares held.

Page 170



Preferred Shares

The following description of Preferred Shares sets forth certain general terms and provisions of Senior 
Preferred Shares and the Junior Preferred Shares. This description is in all respects subject to and qualified in its 
entirety by reference to applicable law and the provisions of our memorandum of association or bye-laws.

Priority

Each series of Senior Preferred Shares rank on a parity with every other series of Senior Preferred Shares 
with respect to distributions, and each series of Junior Preferred Shares rank on a parity with every other series of 
Junior Preferred Shares with respect to distributions.

The Senior Preferred Shares shall be entitled to a preference over the Junior Preferred Shares, the class A 
exchangeable shares, class A-1 exchangeable shares, the class B shares, the class C shares and any other shares 
ranking junior to the Senior Preferred Shares with respect to priority in payment of dividends and in the distribution 
of assets in the event of the liquidation, dissolution or winding-up of our company, whether voluntary or 
involuntary, or any other distribution of the assets of our company among our shareholders for the specific purpose 
of winding up our affairs.

So long as any Senior Preferred Shares are outstanding, our company will not, without the approval of the 
holder(s) of the Senior Preferred Shares make, pay or set apart for payment any distributions on any class A 
exchangeable shares, class A-1 exchangeable shares, class B shares, class C shares or Junior Preferred Shares or any 
other shares ranking behind the Senior Preferred Shares, or purchase or otherwise retire for value any such junior-
ranking shares, unless in each case, all distributions on the Senior Preferred Shares and any other shares of our 
company ranking as to dividends prior to or on a parity with the Senior Preferred Shares are current and our 
company is not otherwise in default under the rights, privileges, restrictions and conditions attached to the Senior 
Preferred Shares and any other shares of our company ranking as to distributions prior to or on a parity with the 
Senior Preferred Shares.

The Junior Preferred Shares shall be entitled to a preference over the class C shares, and after the Senior 
Preferred Shares, the class A exchangeable shares, class A-1 exchangeable shares, the class B shares, and any other 
senior-ranking shares outstanding from time to time, with respect to priority in payment of dividends and in the 
distribution of assets in the event of the liquidation, dissolution or winding-up of our company, whether voluntary or 
involuntary, or any other distribution of the assets of our company among our shareholders for the specific purpose 
of winding up our affairs.

Directors’ Right to Issue in One or More Series

The Preferred Shares may be issued at any time and from time to time in one or more series. Before any 
shares of a series are issued, our board shall fix the number of shares that will form such series, if any, and shall, 
subject to any limitations set out in our memorandum of association or bye-laws or in applicable law, determine the 
designation, rights, privileges, restrictions and conditions to be attached to the Preferred Shares as the case may be, 
of such series.

Voting

Except as hereinafter referred to or as required by law or as specified in the rights, privileges, restrictions 
and conditions attached from time to time to any series of Preferred Shares, the holders of such Preferred Shares as a 
class shall not be entitled as such to receive notice of, to attend or to vote at any meeting of our shareholders.
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Amendment with Approval of Holder of Preferred Shares

The rights, privileges, restrictions and conditions attached to the Preferred Shares as a class may be added 
to, changed or removed but only with the approval of the holders of such class of Preferred Shares given as 
hereinafter specified and subject to applicable law.

Approval of Holders of Preferred Shares

The approval of the holders of a class of Preferred Shares to add to, change or remove any right, privilege, 
restriction or condition attaching to such class of Preferred Shares as a class or in respect of any other matter 
requiring the consent of the holders of such class of Preferred Shares may be given in such manner as may then be 
required by law, subject to a minimum requirement that such approval be given by resolution signed by all the 
holders of such class of Preferred Shares or passed by the affirmative vote of at least two-thirds (2/3rds) of the votes 
cast at a meeting of the holders of such class of Preferred Shares duly called for that purpose.

The formalities to be observed with respect to the giving of notice of any such meeting or any adjourned 
meeting, the quorum required therefor and the conduct thereof shall be those from time to time required by 
applicable law as in force at the time of the meeting and those, if any, prescribed by our memorandum of association 
or bye-laws with respect to meetings of shareholders. On every poll taken at every meeting of the holders of a class 
of Preferred Shares as a class, or at any joint meeting of the holders of two or more series of a class of Preferred 
Shares, each holder of such class of Preferred Shares entitled to vote thereat shall have one vote in respect of each 
such Preferred Share held.

Rights Agreement

Brookfield Corporation and our company have entered into the Rights Agreement with the rights agent 
pursuant to which Brookfield Corporation has agreed that Brookfield Corporation will satisfy, or will cause to be 
satisfied, the obligations pursuant to our bye-laws to exchange our exchangeable shares for Brookfield Class A 
Shares (or their cash equivalent) plus unpaid distributions. The Rights Agreement is available electronically on 
EDGAR on the SEC’s website at www.sec.gov or on SEDAR at www.sedar.com. 

The Rights Agent and the Exchange Right

Pursuant to and subject to the terms and conditions set forth in our bye-laws and the Rights Agreement, 
holders of exchangeable shares may request to exchange all or a portion of their exchangeable shares with 
Brookfield Corporation for one Brookfield Class A Share per exchangeable share held (subject to adjustment to 
reflect certain capital events) or its cash equivalent (the form of payment to be determined at the election of 
Brookfield Corporation) plus unpaid distributions, if any. See Item 10.B “Memorandum and Bye-Laws — Exchange 
by Holder”.

Upon receipt of a notice of exchange, Brookfield Corporation will, within ten (10) business days after the 
date that the notice of exchange is received by our transfer agent, which we refer to as the specified exchange date, 
deliver or cause to be delivered to the tendering holder of exchangeable shares, such Brookfield Class A Shares or 
the cash amount. Pursuant to the Rights Agreement, Brookfield Corporation has agreed that Brookfield Corporation 
will satisfy, or cause to be satisfied, the obligations pursuant to our bye-laws to exchange such subject exchangeable 
shares for Brookfield Class A Shares (or the cash amount) plus unpaid distributions.

However, for so long as there is not an effective registration statement with respect to the delivery of 
Brookfield Class A Shares in connection with the exchange right, Brookfield Corporation will not be able to effect 
exchanges for Brookfield Class A Shares and will not be required to effect exchanges for cash that would result in 
the payment of an amount in excess of $5,000,000 in the aggregate over any 30 consecutive calendar day period; 
provided that such limit will not apply for more than 90 consecutive calendar days during any 12 calendar month 
period. As a result, in these circumstances, holders of exchangeable shares may experience a delay in receiving 
cash on exercise of the exchange right.
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The exchange right is a part of the terms of the exchangeable shares and may not be evidenced, transferred 
or assigned separate or apart from the exchangeable shares. 

Satisfaction of Exchange Right

Our bye-laws provide that our company is required to deliver a notice, which we refer to as a company 
notice, to the rights agent and Brookfield Corporation on receipt of any notice of exchange. The company notice 
must set forth the identity of the tendering holder of exchangeable shares, the share amount and the cash amount for 
such subject exchangeable shares and any necessary wire transfer or other delivery instructions. The Rights 
Agreement provides that, following receipt of the company notice, Brookfield Corporation will deliver, or caused to 
be delivered, on or prior to the applicable specified exchange date with respect to any tendered exchangeable shares, 
the share amount or the cash amount.

Subject to the limitations described above, if Brookfield Corporation has failed to deliver, or failed to cause 
to be delivered, the share amount or cash amount on or prior to the specified exchange date, the holder of the subject 
exchangeable shares or the rights agent, on behalf of the holder of the subject exchangeable shares, without the 
consent of any holder of exchangeable shares, shall have the right pursuant to the Rights Agreement to institute and 
maintain any suit, action or proceeding against Brookfield Corporation in any court of competent jurisdiction to 
enforce, or otherwise act in respect of, the obligations of Brookfield Corporation to exchange our exchangeable 
shares for Brookfield Class A Shares (or their cash equivalent) plus unpaid distributions. The rights agent may 
engage one or more co-agents in connection with instituting or maintaining any such action.

Receipt of Subject Exchangeable Shares; Withholding

Holders of subject exchangeable shares will deliver such exchangeable shares free and clear of all liens, 
claims and encumbrances, and should any such liens, claims and encumbrances exist with respect to such subject 
exchangeable shares, the holder of such subject exchangeable shares will not be entitled to exercise its exchange 
rights with respect to such shares. Each holder of subject exchangeable shares will pay to Brookfield Corporation the 
amount of any tax withholding due upon the exchange of such shares and, in the event Brookfield Corporation elects 
to acquire some or all of the subject exchangeable shares in exchange for the cash amount, will authorize Brookfield 
Corporation to retain a portion of the cash amount to satisfy tax withholding obligations. If Brookfield Corporation 
elects to acquire some or all of the subject exchangeable shares in exchange for the share amount, Brookfield 
Corporation may elect to either satisfy the amount of any tax withholding by retaining Brookfield Class A Shares 
with a fair market value equal to the amount of such obligation, or satisfy such tax withholding obligation using 
amounts paid by Brookfield Corporation, which amounts will be treated as a loan by Brookfield Corporation to the 
holder of the subject exchangeable shares, in each case, unless the holder, at the holder’s election, has made 
arrangements to pay the amount of any such tax withholding.

Brookfield Class A Shares Record Date

Each former holder of subject exchangeable shares who receives the share amount will be deemed to have 
become the owner of the Brookfield Class A Shares as of the date upon which such subject exchangeable shares are 
duly surrendered.

Termination or Amendment

The Rights Agreement has a perpetual term and will terminate automatically on the earlier of such time as 
(i) no exchangeable shares (or securities or rights convertible into or exchangeable for or carrying rights to acquire 
exchangeable shares) are held by any person other than Brookfield and (ii) an amendment to the terms of the 
exchangeable shares that eliminates the right of the holders to exchange the exchangeable shares for Brookfield 
Class A Shares or its cash equivalent (plus unpaid distributions).
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Brookfield Corporation may not materially amend, modify, or alter the Rights Agreement or repeal, 
terminate or waive any rights under the Rights Agreement, without approval by (a) the holders of the exchangeable 
shares not held by Brookfield and the holders of the class B shares, each voting as a class (with an approval 
threshold of a majority of the votes cast by each class) and (b) the board of directors of Brookfield Corporation.

Comparison of the Rights of Holders of Class A Exchangeable Shares and Brookfield Class A Shares

The rights of holders of Brookfield Class A Shares, are governed by the OBCA and Brookfield 
Corporation’s articles of amalgamation and by-laws. The rights of holders the class A exchangeable shares are 
governed by Bermuda law, its memorandum of association and bye-laws.

The following comparison is a summary of certain material differences between the rights of holders of 
class A exchangeable shares and holders of the Brookfield Class A Shares under the governing documents of our 
company and Brookfield Corporation, respectively, and the applicable laws noted above. The following summary is 
qualified in its entirety by reference to the relevant provisions of (i) the Bermuda Act, (ii) the OBCA, (iii) our 
company’s memorandum of association and bye-laws, and (iv) the articles and by-laws of Brookfield Corporation.

This section does not include a complete description of all of the differences between the rights of holders 
of class A exchangeable shares and holders of the Brookfield Class A Shares, nor does it include a complete 
description of the specific rights of such holders. Furthermore, the identification of some of the differences in the 
rights of such holders is not intended to indicate that other differences that may be equally important do not exist. 
You are urged to read carefully the relevant provisions of Bermuda law and Ontario law, as well as the governing 
documents of each of our company and Brookfield Corporation, each as amended, restated, supplemented or 
otherwise modified from time to time, copies of which are available, without charge, to any person and are available 
on the SEC website at www.sec.gov or on SEDAR at www.sedar.com.

Charter Documents

Under the OBCA, a corporation’s charter documents consist of “articles of incorporation”, which set forth 
the name of the corporation and the amount and type of authorized capital, and the “by-laws”, which govern the 
management of the corporation.

Under the Bermuda Act, the charter documents consist of a “memorandum of association”, which sets 
forth, among other things, the name of the company and the amount and type of authorized share capital, and “bye-
laws”, which govern the management of the company.

Shareholder Resolution Approvals

Under the OBCA, the vote of shareholders required to pass a resolution is typically a majority or two-thirds 
of the votes cast on the resolution, depending upon the action being voted upon. A “special resolution” is a 
resolution passed by not less than two-thirds of the votes cast by the shareholders who voted in respect of that 
resolution, or that is signed by all the shareholders entitled to vote on that resolution. Matters requiring approval by 
special resolution include most amendments to the articles, approval of an amalgamation agreement, authorizing 
continuance in another jurisdiction, authorizing the sale, lease or exchange of all or substantially all of the 
corporation’s assets except in the ordinary course of business, authorizing the voluntary liquidation and dissolution 
of the corporation, authorizing a reduction of stated capital in certain cases, and authorizing approval of additions to 
the stated capital. Matters requiring approval by a majority of the votes cast include confirmation, rejection or 
amendment of by-laws, and removal of directors. Only a single vote in favor is required to vote for the election of 
directors or auditors in an uncontested situation (but subject to the terms of any majority voting policy in respect of 
director elections).
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Under the Bermuda Act, in addition to the election of directors, the approval of the shareholders of a 
company is required for, among other things, the following matters: (i) discontinuance of a company out of Bermuda 
to another jurisdiction; (ii) appointment of the auditor; (iii) alteration of the memorandum of association and bye-
laws; (iv) an increase or reduction of capital; (v) removal of directors; and (vi) voluntary winding up or dissolution. 
Generally, the vote of shareholders required to pass resolutions approving matters is a simple majority of votes cast 
at a meeting (or such other percentage vote as is specified in the bye-laws). However, a narrow set of other matters 
require higher majorities under the Bermuda Act including loans to directors and statutory schemes of arrangements. 
Further, there are circumstances under the Bermuda Act where shareholders are permitted to vote, whether or not 
their shares carry the right to vote, such as the alteration of the rights attached to their class of shares, amalgamations 
or mergers.

Our company’s bye-laws provide that any alteration of its memorandum of association and bye-laws, 
including any variation in the terms attached to any class of shares, or an amalgamation or merger (other than with a 
wholly-owned subsidiary) is subject to the approval by a majority of the votes cast on the resolution (instead of two-
thirds as would generally be required under the OBCA). Our bye-laws further provide that, Brookfield Corporation, 
as the sole holder of our class C shares, is entitled to consent to resolutions relating to a number of fundamental 
matters and will have the right, subject to applicable law, to require us to commence a members’ voluntary 
liquidation of our company following the occurrence of certain events. For greater certainty, no consent or resolution 
of the class A exchangeable shares, class B shares, or any other class of shares will be required in connection with 
the commencement of such members’ voluntary liquidation by the holder of the class C shares.

Under our company’s bye-laws, in addition to the approval by the board of directors, and consistent with 
Brookfield Corporation, any matter requiring the approval of holders of shares (excluding those matters that only 
require approval of our company’s class C shareholder) must be approved by a majority or, where a higher threshold 
is specified under applicable law, the higher percentage of the votes cast by holders of the class A exchangeable 
shares who vote in respect of the resolution; and by a majority or, where a higher threshold is specified under 
applicable law, the higher percentage of the votes cast by holders of class B shares who vote in respect of the 
resolution.

Further, like Brookfield Corporation, with respect to the election of directors, our company’s bye-laws 
provide for cumulative voting and our company has adopted a majority voting policy consistent with TSX 
requirements. See “— Cumulative Voting” below.

Annulment of Amendments to Charter Documents

Under Bermuda law, the holders of an aggregate of not less than 20% in par value of a company’s issued 
share capital or any class thereof have the right to apply to the Bermuda courts for an annulment of any amendment 
to the memorandum of association adopted by shareholders at any general meeting. Upon such application, the 
alteration may only take effect when, and insofar as, it is confirmed by the Bermuda court. The Bermuda court may 
annul or confirm the amendment in question, either wholly or in part, and on such terms and conditions as it thinks 
fit. An application for an annulment of an amendment to the memorandum of association must be made within 
21 days after the date on which the resolution altering the company’s memorandum of association is passed and may 
be made on behalf of persons entitled to make the application by one or more of their number as they may appoint in 
writing for the purpose. No such application may be made by shareholders voting in favor of the amendment or 
those who have given the company a statement recognizing receipt of notice and consenting to the amendment in 
writing. Furthermore, no application may be made in respect of an amendment that alters or reduces a company’s 
share capital.

Shareholder Rights to Requisition Meetings

The OBCA permits the holders of not less than 5% of the issued shares of a corporation that carry the right 
to vote to require the directors to call and hold a meeting of the shareholders of the corporation for the purposes 
stated in the requisition. Subject to certain exceptions, if the directors fail to provide notice of a meeting within 
21 days of receiving the requisition, any shareholder who signed the requisition may call the meeting.
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Under the Bermuda Act, holders of not less than one-tenth of the paid-up capital of the company that carry 
the right to vote can require the directors to convene a special general meeting of the company for the purposes 
stated in the requisition. If the directors do not within 21 days of the date of deposit of the requisition proceed duly 
to convene a meeting, the requisitionists, or any of them representing more than one-half of the total voting rights of 
all of them, may themselves convene the meeting, but any meeting so convened shall not be held after the expiration 
of three months.

Shareholder Proposals

Under the OBCA, a registered or beneficial shareholder entitled to vote at a meeting of shareholders may 
submit to a notice of any proposal to be raised at the meeting. If the corporation solicits proxies in connection with 
the meeting, the corporation shall set out the proposal in the management information circular for the meeting; 
provided that, among other things: (i) it is submitted at least 60 days before the anniversary of the date of the 
previous annual meeting, or, if the matter is proposed to be raised at a meeting other than the annual meeting, the 
date of a meeting other than the annual meeting; (ii) it has not been submitted in the last five years and did not 
obtain the required level of support; (iii) the person submitting the proposal is the registered or beneficial owner of 
shares that are entitled to be voted at a meeting of shareholders; and (iv) the right to submit a proposal is not being 
abused to enforce a personal claim or redress a personal grievance against the corporation or its directors, officers or 
securityholders. A proposal may include nominations for the election of directors if it is signed by holders of not less 
than 5% of the shares or 5% of the shares of a class or series of shares of the corporation entitled to vote at the 
meeting.

As noted above, under the Bermuda Act, shareholders holding not less than one-tenth of the paid-up capital 
of the company carrying the right of voting at general meetings of the company may requisition a special meeting of 
shareholders. In addition, a company must give to its shareholders entitled to receive notice of the next annual 
general meeting notice of any resolutions which may be moved at that meeting (including the removal and 
appointment of directors), and must circulate to shareholders entitled to have notice of any general meeting any 
statement of not more than one thousand words with respect to the matter referred to in any proposed resolution or 
the business to be dealt with at that meeting. The number of shareholders necessary for this latter requisition is 
either: (i) any number of registered shareholders representing not less than one-twentieth (or 5%) of the total voting 
rights of all the shareholders having at the date of the requisition a right to vote at the meeting to which the 
requisition relates, or (ii) not less than one hundred shareholders.

Shareholder Action by Written Consent

Under the OBCA, a resolution in writing signed by all the shareholders entitled to vote on that resolution at 
a meeting of shareholders is as valid as if it had been passed at a meeting of the shareholders.

Under the Bermuda Act and our bye-laws, any action that may be taken by the shareholders at a meeting 
may also be taken by a resolution of shareholders consented to in writing. Such a written resolution may be validly 
passed, if consented to in writing by shareholders holding shares to which are attached such majority of the votes as 
would be required if the resolution had been voted on at a meeting of the shareholders.

Page 176



Inspection Rights

Under the OBCA, a shareholder of a corporation and the shareholder’s agents and legal representatives 
have the right to inspect copies of the following during the usual business hours of the corporation, free of charge: 
(i) the articles and the by-laws and all amendments thereto, and a copy of any unanimous shareholder agreement 
known to the directors; (ii) minutes of meetings and resolutions of shareholders; (iii) a register of directors which 
sets out the names and residence addresses, while directors, including the street and number, if any, of all persons 
who are or have been directors of the corporation with the dates on which each became or ceased to be a director; 
(iv) a securities register; and (v) a register of ownership interests in land in Ontario. A shareholder has the right to 
obtain, free of charge, one copy of the articles, by-laws and unanimous shareholders’ agreement of a corporation, 
including amendments. Applicants who are shareholders of an OBCA corporation, their agents and legal 
representatives and, where the corporation is an offering corporation, any other person, may require the corporation 
to furnish a registered shareholder list to the applicant upon payment of a reasonable fee and delivery of a statutory 
declaration as to the name and address of the applicant and to the effect that such list will not be used except in 
connection with an effort to influence voting by shareholders of the corporation, an offer to acquire shares of the 
corporation or any other matter relating to the affairs of the corporation. In addition, under the OBCA, a security 
holder of a corporation may apply to the Superior Court of Justice of Ontario for an order directing that an 
investigation be made of a corporation or of any affiliated corporation.

Under the Bermuda Act, a shareholder of a company may request in writing to inspect during normal 
business hours the share register and the register of directors and officers of the company, minutes of general 
shareholder meetings of the company and to receive copies of the same. Upon refusal of the request, the shareholder 
may apply to the Supreme Court of Bermuda for an order allowing inspection. The share register and register of 
directors and officers are open for inspection by members of the public. As provided under the Bermuda Act, a 
company may keep one or more overseas or branch registers in any place which may also be open for inspection by 
members of the public. The Bermuda Act provides that any member of the public may request a copy of the 
company’s shareholder register, or of any part thereof, on payment of a prescribed nominal fee.

Dividends and Repurchases of Shares

Under the OBCA, the directors may declare, and the corporation may pay a dividend by issuing fully paid 
shares of the corporation and, subject to the solvency test described in the following sentence, a corporation may pay 
a dividend in money or property. The directors are prohibited from declaring and the corporation is prohibited from 
paying a dividend if there are reasonable grounds for believing that the corporation is or, after the payment would 
be, unable to pay its liabilities as they become due, or if the realizable value of the corporation’s assets would 
thereby be less than the aggregate of its liabilities and its stated capital of all classes. The OBCA also permits a 
corporation, subject to its articles, to purchase or otherwise acquire any of its issued shares, provided that no 
payment to purchase or otherwise acquire shares issued by it may be made unless the solvency test described above 
is satisfied at the time of, and after, such payment. Shares repurchased by an OBCA corporation are generally 
cancelled.

Under the Bermuda Act, subject to any limitations or provisions to the contrary in the memorandum of 
association and bye-laws of a company, a company may, by resolution of directors, declare and pay dividends in 
money, shares or other property. A company must not declare or pay a dividend, or make a distribution out of 
contributed surplus, if there are reasonable grounds for believing that the company is, or would after the payment be, 
unable to pay its liabilities as they become due or the realizable value of the company’s assets would thereby be less 
than its liabilities.
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Under the OBCA, a corporation may, subject to its articles and to the solvency test mentioned below, 
purchase or redeem any redeemable shares issued by it at prices not exceeding the redemption price thereof stated in 
the articles or calculated according to a formula stated in the articles. However, a corporation may not make any 
payment to purchase or redeem any redeemable shares issued by it if there are reasonable grounds for believing that 
the corporation is or, after the payment, would be unable to pay its liabilities as they become due, or after the 
payment, the realizable value of the corporation’s assets would be less than the aggregate of its liabilities and the 
amount that would be required to pay the holders of shares who have a right to be paid, on a redemption or in a 
liquidation, ratably with or before the holders of the shares to be purchased or redeemed, to the extent that the 
amount has not been included in its liabilities.

Under the Bermuda Act, a company may only redeem its shares if permitted to do so by its memorandum 
of association and bye-laws, and if a solvency test similar to the test applicable under the OBCA is satisfied.

Authority to Issue Shares

The OBCA requires that any maximum number of shares which a corporation has the authority to issue be 
specified in its articles. Brookfield Corporation is currently authorized to issue an unlimited number of Brookfield 
Class A Shares and preference shares, and 85,120 Brookfield Class B Shares.

The Bermuda Act requires that the amount of shares that a company has authority to issue must be stated 
and specified in its memorandum of association. Under our bye-laws, we are authorized to issue 1,000,000,000 class 
A exchangeable shares, 500,000,000 class A-1 exchangeable shares, 500,000 class B shares, 1,000,000,000 class C 
shares, 1,000,000,000 Class C Junior Preferred Shares (issuable in series), 1,000,000,000 Class D Junior Preferred 
Shares (issuable in series), 100,000,000 Class A Senior Preferred Shares (issuable in series), and 100,000,000 Class 
B Senior Preferred Shares (issuable in series).

Our bye-laws provide that, for as long the class A exchangeable shares are listed on the TSX or the NYSE, 
class A exchangeable shares issued shall be non-assessable and shall not be issued until the consideration for the 
share is fully paid in money or in property (the issuance of promissory notes is not sufficient) or past services that 
are not less in value than the fair equivalent of the money that would have been received if the share had been issued 
for money.

Director Qualifications

The board of directors of an OBCA corporation that is an offering corporation whose shares are held by 
more than one person must consist of at least three individuals, at least one-third of whom are not officers or 
employees of the corporation or its affiliates.

Under Bermuda law, the affairs of a company must be managed by at least one director (or at least two 
directors in the case of a regulated entity). Subject to any provision in the bye-laws, there is no requirement for a 
company to have executive directors, and a director can be of any nationality and be resident in any jurisdiction. A 
Bermuda company must have at least one Bermuda resident statutory officer who may be a director, secretary or 
resident representative.

Brookfield Corporation’s articles provide that the number of directors must be 16.

Page 178



Our company’s bye-laws provide that the board is set at a minimum of four (4) members and a maximum 
of sixteen (16) members or such number in excess thereof as the shareholders may determine, with (i) at least two 
directors being local residents of Bermuda, (ii) no more than three directors being resident in any one other country 
(aside from Bermuda), (iii) no more than two directors elected by holders of class A exchangeable shares being 
resident in any other one country (aside from Bermuda), and (iv) no more than two directors elected by holders of 
class B shares being resident in any one other country (aside from Bermuda), provided that the board may, at its 
discretion, increase or decrease the residency requirements. In addition, our company’s bye-laws provide that, with 
respect to the directors elected by holders of class A exchangeable shares, no director or employee of Brookfield 
Corporation will be eligible to serve. Our company’s bye-laws may be amended to change the number of directors 
with the approval of a majority of the votes cast by holders of class A exchangeable shares and a majority of the 
votes cast by the class B shares, in each case who vote in respect of the amendment.

Term of the Board of Directors

Where the articles or a unanimous shareholder agreement of a corporation so provide, the OBCA permits, 
but does not require, that directors may be elected at a meeting of shareholders for different terms of up to three 
years. The Bermuda Act does not require that the directors elected at a meeting of shareholders be elected for 
different terms; however, in the absence of such determination by the shareholders, directors shall serve until the 
termination of the next annual general meeting following their appointment. In addition, the bye-laws of the 
company can provide for different terms.

Under our company’s bye-laws, similar to Brookfield Corporation, no director term limits have been fixed. 
In addition, a majority voting policy consistent with TSX requirements has been adopted.

Removal of Directors

Under the OBCA, other than where cumulative voting applies for the election of directors and subject to a 
unanimous shareholder agreement, the shareholders of a corporation may by ordinary resolution at an annual or 
special meeting remove any director or directors from office. An ordinary resolution under the OBCA requires the 
resolution to be passed, with or without amendment, at the meeting by at least a majority of the votes cast. The 
OBCA further provides that where the holders of any class or series of shares of a corporation have an exclusive 
right to elect one or more directors, a director so elected may only be removed by an ordinary resolution at a meeting 
of the shareholders of that class or series.

Under Bermuda law, subject to a company’s bye-laws, the shareholders of a company may, at a special 
general meeting called for that purpose, remove any director provided that the notice of the meeting is served on the 
director or directors concerned not less than 14 days before such meeting. Like the OBCA, if holders of a class or 
series of shares have the exclusive right to elect or appoint one or more directors, a director so elected or appointed 
may only be removed by an affirmative vote of the shareholders of that class or series. Any director given notice of 
removal will be entitled to be heard at the special general meeting. A vacancy created by the removal of a director at 
a special general meeting may be filled at that meeting by the election of another director in his or her place or in the 
absence of any such election by the other directors.

Our company’s bye-laws provide that any director may be removed as follows: (a) with respect to the 
directors elected by holders of the class A exchangeable shares, an affirmative vote of holders of class A 
exchangeable shares holding a majority of the issued and outstanding class A exchangeable shares entitled to vote at 
a special general meeting convened and properly held or conferring the right to vote on a resolution to remove a 
director; (b) with respect to the directors elected by the holders of class B share, an affirmative vote of class B 
shareholders holding a majority of the issued and outstanding class B shares entitled to vote at a special general 
meeting convened and properly held or conferring the right to vote on a resolution to remove a director; provided, 
that the notice of any such meeting convened for the purpose of removing a director must contain a statement of the 
intention to remove the director and be served on the director not less than 14 days before the meeting, and that the 
director shall be entitled to be heard at the meeting on the motion for his or her removal.
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Cumulative Voting

Under the OBCA, cumulative voting is only permitted in the election of directors if the articles provide for 
it, and cumulative voting is provided for in Brookfield Corporation’s articles. As a result, each holder of Brookfield 
Class A Shares has the right to cast a number of votes equal to the number of votes attached to the Brookfield Class 
A Shares held by the holder, multiplied by the number of directors to be elected by the holder and the holders of 
shares of the classes or series of shares entitled to vote with the shareholder in the election of directors.

Bermuda law does not expressly provide for cumulative voting on any matter. However, consistent with 
Brookfield Corporation, Our company’s bye-laws provide for cumulative voting. Accordingly, our company’s bye-
laws provide that each holder of shares of a class or series of shares of our company entitled to vote in an election of 
directors has the right to cast a number of votes equal to the number of votes attached to the shares held by the 
holder multiplied by the number of directors to be elected by the holder and the holders of shares of the classes or 
series of shares entitled to vote with the holder in the election of directors. A holder may cast all such votes in favor 
of one candidate or distribute such votes among its candidates in any manner the holder sees fit. Where a holder has 
voted for more than one candidate without specifying the distribution of votes among such candidates, the holder 
shall be deemed to have divided the holder’s votes equally among the candidates for whom the holder voted.

Vacancies on the Board of Directors

Under the OBCA, a quorum of directors may fill a vacancy among the directors, except for the following 
vacancies, which must be filled by the shareholders: (i) a vacancy resulting from an increase in the number or 
minimum number of directors; and (ii) a vacancy resulting from a failure to elect the number or minimum number of 
directors required by the articles of a corporation.

Under the Bermuda Act, subject to any limitations in a company’s bye-laws, a vacancy among the directors 
may be filled by a resolution of shareholders or, if authorized by the shareholders or the bye-laws, by the directors 
who remain in office. If no quorum of directors remains, the vacancy must be filled by a general meeting of the 
shareholders.

Our company’s bye-laws provide that if a director elected by holders of the class A exchangeable shares is 
removed from the board, holders of class A exchangeable shares may fill the vacancy at the meeting at which such 
director is removed and if a director elected by the holder of the class B shares is removed from the board, the 
holders of class B shares may fill the vacancy at the meeting at which such director is removed. In the absence of 
such election or appointment, the board may fill the vacancy.

Our company’s board, or the class of shareholders having the exclusive right to elect such director at any 
general meeting, shall have the power to appoint any person as a director to fill a vacancy on the board occurring as 
a result of the death, disability, disqualification or resignation of any director. In all other cases, only the 
shareholders shall have the power to fill a vacancy on the board and the board shall forthwith call a general meeting 
of shareholders to fill such vacancy or vacancies arising; provided that if the board fails to call a general meeting 
within fourteen (14) days of the vacancy arising, or if there are no directors then in office, then the secretary or any 
shareholder may summon the general meeting.
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Fiduciary Duties of Directors

The OBCA provides that every director and officer of a corporation governed by the OBCA, in exercising 
his or her powers and discharging his or her duties, shall act honestly and in good faith with a view to the best 
interests of the corporation, and exercise the care, diligence and skill that a reasonably prudent person would 
exercise in comparable circumstances. Every director and officer of a corporation governed by the OBCA must 
comply with the provisions of the OBCA, the regulations thereunder, and the articles and by-laws and any 
unanimous shareholder agreement of such corporation. No provision in a contract, the articles, the by-laws or any 
resolution relieves a director or officer from the duty to act in accordance with the OBCA or the regulations 
thereunder, or relieves him or her of liability for a breach of either, except where an unanimous shareholder 
agreement restricts the powers of the directors to manage the business and affairs of a corporation, in which case the 
shareholders incur the liabilities of the directors to the extent to which said powers are restricted and the directors are 
thereby relieved of their duties and liabilities.

The Bermuda Act provides that every director and officer of a company in performing their functions shall 
act honestly and in good faith with a view to the best interests of the company and exercise the care, diligence and 
skill that a reasonably prudent person would exercise in comparable circumstances. Each director also has certain 
fiduciary duties at common law which he or she must exercise in good faith for the benefit of the company as a 
whole. In doing so, he or she must use his or her powers for the purposes for which they are intended and fulfil the 
duties of his or her office honestly.

Conflicts of Interest of Directors and Officers

Subject to certain specified exceptions, the OBCA restricts interested directors from voting on or 
participating in board deliberations in respect of any transactions in which such director has an interest. Interested 
directors and officers must disclose in writing to the corporation or request to have entered in the minutes of 
meetings of directors the nature and extent of their interest.

Pursuant to the Bermuda Act, if a director is interested in a material contract or a proposed material contract 
with the company or any of its subsidiaries, or has a material interest in any party to such a contract or proposed 
contract with the company or any of its subsidiaries, they must declare the nature and extent of that interest to the 
other directors at the first opportunity. Such disclosure may take the form of a general notice given to our company’s 
board to the effect that the director has an interest in a specified company or firm and is to be regarded as interested 
in any contract, transaction or arrangement which may after the date of the notice be made with that company or 
firm or its affiliates. A director may participate in any meeting called to discuss or any vote called to approve the 
transaction in which the director has an interest and any transaction approved by our company’s board will not be 
void or voidable solely because the director was present at or participates in the meeting in which the approval was 
given provided that our board or a board committee authorizes the transaction in good faith after the director’s 
interest has been disclosed or the transaction is fair to our company at the time it is approved.

Under Bermuda law, a director will be deemed not to be acting honestly and in good faith, in accordance 
with their statutory duty of good faith and common law duty to avoid a conflict of interest and not to make a secret 
profit, if the director fails to disclose at the first opportunity, at a meeting of the board or in writing, an interest in 
any material contract or his or her material interest in any person that is a party to a material contract.
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Indemnification of Directors, Officers and Others

The OBCA permits indemnification of a director or officer, a former director or officer or a person who 
acts or acted at the corporation’s request as a director or officer of another entity, against all costs, charges and 
expenses, including an amount paid to settle an action or satisfy a judgment, reasonably incurred by him or her in 
respect of any civil, criminal, administrative, investigative, or other proceeding to which he or she is involved by 
reason of being or having been a director or officer of the corporation or another entity, if: (i) he or she acted 
honestly and in good faith with a view to the best interests of the corporation or other entity, and (ii) in the case of a 
criminal or administrative action or proceeding that is enforced by a monetary penalty, he or she had reasonable 
grounds for believing that his or her conduct was lawful.

Under the OBCA, a corporation may also, with court approval, indemnify an indemnifiable person in 
respect of an action by or on behalf of the corporation or other entity to procure a judgment in its favor, to which the 
person is made a party by reason of being or having been a director or an officer of the corporation or other entity, 
against all costs, charges and expenses reasonably incurred by the person in connection with such action if he or she 
fulfills the conditions set out in clauses (i) and (ii) above.

In any event, an indemnifiable person is entitled to indemnity from the corporation in respect of all costs, 
charges and expenses reasonably incurred by him or her in connection with the defense of any civil, criminal, 
administrative investigative action or other proceeding to which he or she is made a party by reason of being or 
having been a director or officer of the corporation of the body corporate, if the indemnifiable person was not judged 
by a court or other competent authority to have committed any fault or omitted to do anything that the individual 
ought to have done, fulfills the conditions set out in clauses (i) and (ii) above, and is fairly and reasonably entitled to 
indemnity.

The directors and officers of a Bermuda company may be indemnified and secured harmless out of the 
assets of such company from and against all actions, costs, charges, liabilities, losses, damages and expenses which 
they or any of their heirs, executors or administrators, shall or may incur or sustain by or by reason of any act done, 
concurred in or omitted in or about the execution of the company’s business, or their duty, or supposed duty, or in 
their respective offices or trusts. However, the indemnity described above shall not extend to any matter in respect of 
any fraud or dishonesty which may attach to any of the persons described above, in which case it would be rendered 
void and unenforceable. Our company’s bye-laws permit it to enter into agreements with certain persons, including a 
director or officer, a former director or officer or a person who acts or acted at our company’s request as a director 
or officer of another entity evidencing the terms of the indemnity provisions in our company’s bye-laws.

Director Liability

Under the OBCA, directors who vote for or consent to a resolution authorizing the issuance of a share of a 
corporation for consideration other than money are jointly and severally liable to the corporation to make good any 
amount by which the consideration received by the corporation is less than the fair equivalent of the money that the 
corporation would have received if the share had been issued for money on the date of the resolution, provided that a 
director is not liable pursuant to the foregoing if he or she proves he or she did not know and could not reasonably 
have known that the share was issued for consideration less than the fair equivalent of the money that the 
corporation would have received had the share been issued for money. In addition, directors who vote or consent to 
certain resolutions, including, resolutions approving payments or distributions by the corporation contrary to the 
OBCA are jointly and severally liable to restore to the corporation any amounts so paid and the value of any 
property so distributed and not otherwise recovered by the corporation. The OBCA does not otherwise permit the 
substantive limitation of a director’s liability for breach of fiduciary obligations to the corporation, whether through 
the articles or otherwise. Where an auditor, director or officer is found liable to any person for damages arising out 
of the performance of any function as such auditor, director or officer as contemplated by the Bermuda Act, an 
auditor, director or officer may be liable jointly and severally only if it is proved that he or she knowingly engaged 
in fraud or dishonesty. In all other cases, the court may determine the percentage of responsibility of an auditor, 
director or officer.
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Shareholder Suits

Under the OBCA, a current or former registered or beneficial shareholder may apply to the court for leave 
to bring an action in the name of and on behalf of a corporation or any of its subsidiaries, or intervene in an action to 
which any such body corporate is a party, for the purpose of prosecuting, defending or discontinuing the action on 
behalf of the body corporate. The court must be satisfied that the complainant has given reasonable notice to the 
directors of the corporation or its subsidiary of his or her intention to apply to court, the directors of the corporation 
or its subsidiaries will not bring, diligently prosecute, defend or discontinue the action, that the complainant is acting 
in good faith and that it appears to be in the interests of the corporation or its subsidiaries that the action be brought, 
prosecuted, defended or discontinued.

The OBCA provides that the court in a derivative action may make any order it thinks fit including, without 
limitation: (i) an order authorizing the complainant or any other person to control the conduct of the action; (ii) an 
order giving directions for the conduct of the action; (iii) an order directing that any amount adjudged payable by a 
defendant in the action shall be paid, in whole or in part, directly to the former and present shareholders of the 
corporation or its subsidiary instead of to the corporation or its subsidiary; and (iv) an order requiring the 
corporation or its subsidiary to pay reasonable legal fees incurred by the complainant in connection with the action. 
Class actions and derivative actions are generally not available to shareholders under Bermuda law. The Bermuda 
courts, however, would ordinarily be expected to permit a shareholder to commence an action in the name of a 
company to remedy a wrong to the company where the act complained of is alleged to be beyond the corporate 
power of the company or is illegal or would result in the violation of the company’s memorandum of association or 
bye-laws. Furthermore, consideration would be given by a Bermuda court to acts that are alleged to constitute a 
fraud against the minority shareholders or, for instance, where an act requires the approval of a greater percentage of 
the company’s shareholders than that which actually approved it.

Oppression Remedy

The OBCA provides an oppression remedy that enables the court to make any order, both interim and final, 
to rectify the matters complained of, if the court is satisfied upon the application by a complainant that: (i) any act or 
omission of a corporation or an affiliate effects or threatens to effect a result; (ii) the business or affairs of a 
corporation or an affiliate are or have been carried on or conducted in a manner; or (iii) the powers of the directors 
of a corporation or an affiliate are, have been or are threatened to be exercised in a manner that is oppressive or 
unfairly prejudicial to, or unfairly disregards the interest of, any security holder, creditor, director or officer of the 
corporation. A complainant means (i) a registered holder or beneficial owner, or a former registered holder or 
beneficial owner, of a security of a corporation or any of its affiliates; (ii) a director or an officer or a former director 
of officer of a corporation or of any of its affiliates; or (iii) any other person who, in the discretion of the court, is a 
proper person to make such application. Because of the breadth of conduct which can be complained of and the 
scope of the court’s remedial powers, the oppression remedy is very flexible and is sometimes relied upon to 
safeguard the interests of shareholders and other complainants with a substantial interest in the corporation.

Under the OBCA, it is not necessary to prove that the directors of a corporation acted in bad faith in order 
to seek an oppression remedy. Furthermore, a court may order the corporation to pay the interim expenses of a 
complainant seeking an oppression remedy, but the complainant may be held accountable for such interim costs on 
final disposition of the complaint (as in the case of a derivative action).

Under the Bermuda Act, an oppression remedy also exists. When the affairs of a company are being 
conducted in a manner which is oppressive or prejudicial to the interests of some part of the shareholders, a 
shareholder appearing in the register of shareholders may apply to the Bermuda court, which may make such order 
as it sees fit, including an order regulating the conduct of the company’s affairs in the future or ordering the 
purchase of the shares of any shareholders by other shareholders or by the company.
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Investigation/Appointment of Inspectors

Under the OBCA, a registered holder or a beneficial owner of a security of a corporation can apply to the 
court for the appointment of an inspector.

Similarly, under Bermuda law, the Minister of Finance, or on the application of a proportion of 
shareholders as in the Minister’s opinion warrants the application, may appoint one or more inspectors to investigate 
the affairs of a company. The Minister must consider whether there are reasonable grounds for believing there has 
been oppressive, unfairly prejudicial, fraudulent, unlawful or dishonest conduct.

Reorganizations, Amalgamations/Mergers and Extraordinary Transactions

The OBCA provides that certain extraordinary corporate actions, such as certain amalgamations, any 
continuance, and sales, leases or exchanges of all or substantially all of the property of a corporation other than in 
the ordinary course of business, and other extraordinary corporate actions such as liquidations and dissolutions, are 
to be approved by special resolution. A special resolution to approve an extraordinary corporate action is also 
required to be approved separately by the holders of a class or a series of shares, only if that class or series of shares 
is affected by the extraordinary corporate action in a manner different from the shares of another class or series of 
shares.

Under Bermuda law, there are three key statutory methods for acquiring a Bermuda company which 
generally require shareholder approval and comprise a take-over offer, a merger/amalgamation or a scheme of 
arrangement. In order to effect a scheme of arrangement, a majority of shareholders in number representing 75% in 
value, present and voting in person or by proxy as well as the approval of the Bermuda Court is required. In the case 
of a merger/amalgamation, our company’s bye-laws require approval by a majority of the votes cast by holders of 
the class A exchangeable shares who vote in respect of the merger/amalgamation and a majority of the votes cast by 
holders of the class B shares who vote in respect of the merger/amalgamation. For purposes of approval of an 
amalgamation or merger, all shares, whether or not otherwise entitled to vote, carry the right to vote (including our 
class C shares). Any shareholder who does not vote in favor of the amalgamation or merger and who is not satisfied 
that they have been offered fair value for their shares may, within one month of receiving the notice of shareholder 
meeting to consider the amalgamation, apply to the Supreme Court of Bermuda to appraise the fair value of the 
shares.

Dissent and Appraisal Rights

The OBCA provides that the shareholders of a corporation entitled to vote on certain matters are entitled to 
exercise dissent rights and to be paid the fair value of their shares in connection therewith. Such matters include: (i) 
an amendment to its articles to add, remove or change restrictions on the issue, transfer or ownership of shares of a 
class or series of the shares of the corporation; (ii) an amendment to its articles to add, remove or change any 
restriction upon the business or businesses that the corporation may carry on; (iii) any amalgamation with another 
corporation (other than certain affiliated corporations); (iv) a continuance under the laws of another jurisdiction; (v) 
the sale, lease or exchange of all or substantially all of its property other than in the ordinary course of business; or 
(vi) going private or squeeze out transactions. Dissent rights may also be granted by the court in connection with a 
court approved arrangement of a corporation, as the court may make any order that it sees fit. A properly dissenting 
shareholder is also entitled to elect to receive the appraised value of his or her shares in connection with certain 
compulsory acquisitions, as described below under the heading “— Compulsory Acquisition”.

The Bermuda Act requires that an amalgamating or merging company determine the fair value for its shares 
and states that a dissenting shareholder is entitled to be paid fair value for their shares. It further provides 
shareholders who did not vote in favor of the merger/amalgamation and who do not believe that they have been 
offered fair value with the right to seek the appraisal of the fair value of their shares by the Supreme Court of 
Bermuda. Further, the shareholders of a Bermuda company are entitled, by application to the Bermuda court, to 
exercise dissent rights in the event of a compulsory acquisition of shares in the circumstances described below under 
the heading “— Compulsory Acquisition”.
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Compulsory Acquisition

Under the OBCA, where over 90% of the shares of an offering corporation (other than shares held at the 
date of the bid by or on behalf of the bidder or an affiliate or associate of the bidder) are acquired pursuant to a take-
over bid or issuer bid, by complying with the provisions of the OBCA, (i) the bidder can force the non-tendering 
shareholders to either sell their shares on the same terms as the tendering shareholders, or (ii) the non-tendering 
shareholders can demand payment from the corporation of the fair value of their securities in exchange for the 
surrender of their securities to the corporation.

Pursuant to the Bermuda Act, where a scheme or contract involving the transfer of shares of a Bermuda 
company has been approved by the holders of not less than 90% in value of the shares, the offeror can then give 
notice in the prescribed form to the holders of the remaining shares of the fact of the acquisition within one month of 
the transfer. The transferee company may, within one month from the date on which the notice was given, pay the 
price payable to the remaining shareholders. A dissenting shareholder (that is a shareholder who has not assented to 
the scheme or contract or who has failed or refused to transfer his or her shares to the transferee company) may, 
within one month from the date of the notice, require the transferee company to acquire the shares in question and 
may also apply to the Bermuda Court to order such other terms as it thinks fit to order.

Pursuant to the Bermuda Act, holder(s) of not less than 95% of the shares of a Bermuda company can, on 
giving notice to the minority shareholders, force them to sell their interest to the 95% holder(s) provided that the 
terms offered are the same for all of the holders of the shares whereupon the acquiring shareholder is bound to 
acquire the outstanding shares on the terms set out in the notice. The 5% shareholders can apply to the Bermuda 
court for an appraisal of the value of their shares, and the majority holder will be entitled to acquire the shares at the 
price so fixed by the Bermuda court.

Transferability of Shares

Unless the articles of a corporation contain a restriction on the transfer of shares, under the OBCA, shares 
are presumed to be freely transferable.

Brookfield Corporation’s articles do not contain any restriction on the transfer of shares. However, the sole 
holder of the Brookfield Class B Shares is a party to a trust agreement in which it has agreed not to sell any of its 
Brookfield Class B Shares, directly or indirectly, pursuant to a takeover bid, unless a concurrent bid is made to all 
holders of Brookfield Class A Shares. The concurrent offer must be: (i) for the same percentage of Brookfield Class 
A Shares as the percentage of Brookfield Class B Shares offered to be purchased from the holder; and (ii) the same 
in all material respects as the offer for the Brookfield Class B Shares. Among other things, the trust agreement 
permits: (i) a sale by the sole holder of Brookfield Class B Shares at a price per share less than 115% of the market 
price of Brookfield Class A Shares and as part of a transaction involving not more than five persons in the 
aggregate; and (ii) a direct or indirect sale of shares of the sole holder of Brookfield Class B Shares to a purchaser 
who is or will become a shareholder of that holder and will not hold more than 20% of that holder’s outstanding 
shares as a result of the transaction.

The class A exchangeable shares are not be treated as securities that are convertible into Brookfield Class A 
Shares for purposes of the application of applicable Canadian or U.S. rules relating to takeover bids, issuer bids and 
tender offers. As a result, holders of class A exchangeable shares will not be entitled to participate in an offer or bid 
made to acquire Brookfield Class A Shares unless such offer has been extended to holders of class A exchangeable 
shares.

Subject to (i) Bermuda exchange control regulations and any consent of, or notification to, the Bermuda 
Monetary Authority as required thereunder, and (ii) any limitations or provisions to the contrary in its bye-laws, 
registered shares of a company incorporated under the Bermuda Act may be transferred by a written instrument of 
transfer. In the absence of a written instrument of transfer, the directors may accept such evidence of a transfer of 
shares as they consider appropriate.
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10.C MATERIAL CONTRACTS

The following are the only material contracts, other than the contracts entered into in the ordinary course of 
business, which (i) have been entered into by our company since its formation or (ii) are otherwise material to our 
company:

1. Amended and Restated Rights Agreement dated March 21, 2023 between Brookfield Corporation, our 
company and the rights agent described below.

2. Agreement and Plan of Merger dated February 8, 2023 between our company, BNRE Merger Sub Ltd. 
and Argo Group.

3. Amended and Restated Support Agreement dated March 21, 2023 between our company and 
Brookfield Corporation, described below.

4. Amended and Restated Administration Agreement dated August 5, 2022 between our company and 
Brookfield Corporation described below.

5. Trademark Sublicense Agreement dated June 28, 2021 between our company and Brookfield 
Corporation, described below.

6. Credit Agreement dated June 28, 2021 between our company, as lender, and Brookfield US Holdings 
Inc. and Brookfield International Holdings Inc., as lenders, and BAM Re Holdings Ltd., NER SPC, 
NER Ltd. and BAC, as borrowers, as amended, described below.

7. Equity Commitment Agreement dated June 28, 2021 between our company and Brookfield 
Corporation, described below.

8. AEL Investment Agreement, dated as of October 17, 2020, between Brookfield Corporation, 
AEL Holdings and Burgundy Acquisitions I Ltd., described in Item 4.A “History and Development of 
the Company — Recent Developments — AEILIC Strategic Partnership”.

9. Amendment to AEL Investment Agreement, dated June 10, 2021, between Brookfield Corporation, our 
company, NER SPC and AEL Holdings, described in Item 4.A “History and Development of the 
Company — Recent Developments — AEILIC Strategic Partnership”.

10. Assignment Agreement, Consent and Waiver in Anticipation of Regulatory Form A Filing, dated as of 
February 28, 2021, between Brookfield Corporation, Burgundy Acquisitions I Ltd., our company, NER 
SPC, and AEL Holdings, described in Item “Our Business — Recent Developments — AEL 
Investment Agreement and Assignment Agreement”.

Copies of the agreements noted above will be provided, free of charge, by our company and are available 
electronically on our EDGAR profile at www.sec.gov and on our SEDAR profile at www.sedar.com. Written 
requests for such documents should be directed to our Corporate Secretary at Ideation House, First Floor, 94 Pitts 
Bay Road, Pembroke, HM08, Bermuda, Tel: +1 (441)-405-7811. The following is a summary of the principal terms 
of some of our material contracts: 

Support Agreement

Our company entered into the Amended and Restated Support Agreement with Brookfield Corporation 
dated March 21, 2023 (the “Support Agreement”), pursuant to which Brookfield Corporation has agreed to support 
the economic equivalence of the exchangeable shares and Brookfield Class A Shares for so long as exchangeable 
shares not owned by Brookfield 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 our company to pay quarterly 
distributions, the liquidation amount or the amount payable on a redemption of exchangeable shares, as the case may 
be.
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In addition to the Investment Management Agreements that are in place under the Support Agreement, we 
have agreed that for so long as the Support Agreement is in place, and subject to any applicable regulatory rules and 
requirements, we are expected to, from time to time, appoint Brookfield as investment manager and not appoint any 
other person to provide any investment management services to us without the prior consent of Brookfield. 
Brookfield Corporation has also agreed that it will, or will cause the appropriate Brookfield entity, to accept such 
appointment. For more information, see “— Investment Management Agreements” below for the terms of the 
Investment Management Agreements.

Rights Agreement

The rights agent, our company, and Brookfield Corporation entered into the Amended and Restated Rights 
Agreement dated March 21, 2023 (the “Rights Agreement”), pursuant to which Brookfield Corporation has agreed 
that on the applicable specified exchange date with respect to any exchangeable shares submitted for exchange, 
Brookfield Corporation will satisfy, or cause to be satisfied, the obligations pursuant to our bye-laws to exchange 
such subject exchangeable shares for Brookfield Class A Shares or its cash equivalent plus any unpaid distributions. 
For more information, see Item 10.B “Memorandum and Bye-Laws — Rights Agreement”.

The Administration Agreement

Brookfield Corporation provides administrative services to our company on a cost recovery basis under the 
Amended and Restated Administration Agreement dated August 5, 2022. The following is a summary of certain 
provisions of the Administration Agreement and is qualified in its entirety by reference to all of the provisions of the 
agreement. Because this description is only a summary of the Administration Agreement, it does not necessarily 
contain all of the information that you may find useful. We therefore urge you to review the Administration 
Agreement in its entirety. The Administration Agreement is available electronically on EDGAR on the SEC’s 
website at www.sec.gov or on SEDAR at www.sedar.com.

General

Pursuant to the Administration Agreement, Brookfield Corporation provides, or cause to be provided, if 
and as requested by our company, and in each case, subject to the overriding supervision and direction of our board:

• our company’s Chief Executive Officer, Chief Financial Officer and Chief Investment Officer, as 
approved by our board from time to time; and

• certain administrative and other support services as may from time to time be agreed in writing by our 
company and Brookfield Corporation, which may include assisting our Chief Executive Officer, Chief 
Financial Officer and Chief Investment Officer with the standard functions of a public company, such 
as financial reporting, investor relations, human resources, information technology, compliance, 
shareholder correspondence, and ongoing disclosure obligations.

Brookfield Corporation has agreed to provide these services to our company on a cost-recovery basis.

Our company’s Chief Executive Officer, Chief Financial Officer and Chief Investment Officer are 
executives of Brookfield Corporation and whose services are provided to our company pursuant to the 
Administration Agreement. The Chief Executive Officer, Chief Financial Officer and Chief Investment Officer 
cannot be changed by Brookfield Corporation without our company’s prior approval. The individuals serving as 
Chief Executive Officer, Chief Financial Officer and Chief Investment Officer each continue to have roles at 
Brookfield Corporation and spend a portion of their time on services provided to our company, and our company 
will reimburse Brookfield Corporation for the annual cash compensation paid to them (not including the costs 
associated with any equity compensation or long term incentive compensation received by them) that is 
proportionate to the time they have spent serving as executives of our company.
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The Administration Agreement contains an acknowledgement that Brookfield Corporation (including the 
individuals serving as Chief Executive Officer, Chief Financial Officer and Chief Investment Officer during the 
portion of time they act on behalf of Brookfield Corporation) may engage in other businesses that may be similar to 
or in competition with our company’s affairs. In the event of a conflict that results in the provision of services under 
the Administration Agreement being impracticable, Brookfield Corporation will provide our company with written 
notice of the conflict and our company will be entitled to retain one or more third parties to perform the 
administrative services to which the conflict relates.

Termination

The term of the Administration Agreement will continue in perpetuity, provided that the Administration 
Agreement or any of the services thereunder may be terminated by mutual consent of our company and Brookfield 
Corporation. Our company may also terminate the Administration Agreement at any time in the event of a material 
breach or material default of Brookfield Corporation’s obligations under the Administration Agreement not cured 
within 60 days of receiving written notice of the breach or default, or upon not less than 30 days’ written notice to 
Brookfield Corporation in the event of insolvency of Brookfield Corporation, in all cases without payment of any 
termination fees. Brookfield Corporation has the right to terminate the Administration Agreement upon not less than 
90 days’ prior written notice to our company in the event of a material breach or material default of our company’s 
obligations under the Administration Agreement not cured within 60 days of receiving written notice of the breach 
or default, or upon not less than 30 days’ written notice to our company in the event of insolvency of our company, 
in all cases without payment of any termination fees.

Investment Management Agreements

We have entered into investment management agreements (the “Investment Management Agreements”) 
appointing Brookfield as the investment manager of certain of our assets and accounts, including assets backing the 
liabilities assumed by us under our insurance and reinsurance arrangements, and any assets held as surplus. 
Depending on the structure of the reinsurance arrangement, Brookfield may enter into such Investment Management 
Agreements with us or directly with the ceding company that is our counterparty to such reinsurance arrangements.

Subject to the terms of the Investment Management Agreements, Brookfield has discretionary authority to 
manage the investment and reinvestment of the funds and assets of the accounts holding the assets backing the 
assumed liabilities in accordance with the investment guidelines specified therein. The investment guidelines will 
generally permit Brookfield to invest such assets in a wide range of private and/or public debt, loans, securitizations, 
structured products, loan originations and other credit instruments or lending opportunities, co-investments, and 
other types of investment arrangements, including investments in Brookfield Accounts, determined by the 
investment manager or any sub-advisors on a discretionary basis and otherwise, in each case, in accordance with the 
terms and conditions of the relevant Investment Management Agreement and applicable insurance investment laws.

Generally, Brookfield, as investment manager, will receive an asset management fee based on invested 
assets in the relevant Account for the services provided under the Investment Management Agreements. The 
Investment Management Agreements permit Brookfield to engage sub-advisors (including sub-advisors that are 
affiliates or related parties of Brookfield) to provide sub-advisory services with respect to some or all of the assets of 
the Account. Sub-advisors under the Investment Management Agreements will typically receive an asset 
management fee based on invested assets and incentive fees for their services pursuant to the relevant sub-advisory 
agreement. In addition, typically the Account will bear and be charged for, directly or indirectly, the costs and 
expenses relating to the Investment Management Agreements and sub-advisory agreements, including the costs and 
expenses relating to the investment activities performed thereunder.
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In all cases, Brookfield will seek to ensure that the agreements are in the best interests of our company, 
with terms to be determined in good faith as fair, reasonable and equitable under the circumstances. In making these 
determinations, Brookfield will take into account such factors that it deems relevant, which will include the potential 
benefits and synergies of transacting with a Brookfield-related party. Brookfield may take its own interests (or the 
interests of other Brookfield Accounts or businesses) into account in considering and making determinations 
regarding these matters. Unless Brookfield determines otherwise, fees or other financial incentives paid to the 
relevant company will not offset or otherwise reduce the management fee or other compensation paid to Brookfield, 
will not otherwise be shared with us. 

There can be no assurance that the terms of any such agreement will be executed on an arm’s length basis, 
be as favorable to us as otherwise would be the case if the counterparty were not related to Brookfield, be 
benchmarked in any particular manner, or be the same as those that other Brookfield Accounts receive from the 
applicable counterparty. In some circumstances, we may receive better terms than from an independent counterparty. 
In other cases, these terms may be worse. While these agreements raise potential conflicts of interest, Brookfield 
believes that our access to Brookfield Accounts and their portfolio companies, as well as to Brookfield related 
parties and companies in which Brookfield has an interest enhances our, Brookfield Accounts’ and portfolio 
companies’ capabilities, is an integral part of our operations and will provide benefits to us, Brookfield Accounts 
and portfolio companies that would not exist but for our affiliation with Brookfield.

All such agreements described in this section are expected to be entered into in the ordinary course without 
obtaining consent of our independent directors or shareholders, or of investors in other Brookfield Accounts, and 
such arrangements will not impact the management fee payable to Brookfield or any fee for affiliate services 
payable to Brookfield or a Brookfield Account (i.e., the portfolio companies will be free to transact in the ordinary 
course of their businesses without limitations, including by charging their ordinary rates for the relevant services or 
products).

Equity Commitment

Brookfield Corporation has provided our company an equity commitment in the amount of $2 billion to 
fund future growth, which we may draw on from time to time (the “Equity Commitment”), pursuant to the equity 
commitment agreement entered into on June 28, 2021 (the “Equity Commitment Agreement”). The Equity 
Commitment may be called by our company in exchange for the issuance of a number of class C shares or Junior 
Preferred Shares, as the case may be, to Brookfield Corporation, corresponding to the amount of the Equity 
Commitment called divided (i) in the case of a subscription for class C shares, for an amount equal to the fair market 
value of the class C shares as determined by our company, acting reasonably, and accepted by Brookfield 
Corporation, and (ii) in the case of a subscription for Junior Preferred Shares, $25.00. The Equity Commitment will 
be available in minimum amounts of $10 million and the amount available under the Equity Commitment will be 
reduced permanently by the amount so called. Before funds may be called on the Equity Commitment, a number of 
conditions precedent must be met, including that (i) the Support Agreement is in effect and there is no material 
breach by the company thereunder; (ii) the company shall have provided notice of a draw down on the Equity 
Commitment to Brookfield Corporation; and (iii) the board of the company shall have (a) authorized the issuance of 
the class C shares or Junior Preferred Shares, as the case may be, (b) if applicable, determined the value of the 
class C shares, (c) if applicable, created the Junior Preferred Shares to be issued, and (d) determined that the class C 
shares or Junior Preferred Shares to be issued will be fully paid and non-assessable.

The rationale for the Equity Commitment is to provide our company with access to equity capital on an as-
needed basis to fund growth and to maximize our flexibility. As discussed below, our company has also entered into 
a Credit Agreement with Brookfield Corporation for purposes of providing our company with access to debt 
financing on an as-needed basis and to maximize our flexibility. Our company may also establish credit facilities 
with one or more financial institutions on an arm’s length basis from time to time. See Item 3.D “Risk Factors – 
Risks Relating to our Company – We will require significant capital in order to continue to fund the growth of our 
business”.
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We intend to use the liquidity provided by the Equity Commitment and any credit facilities (including 
under the Credit Agreement) for working capital purposes and to fund distributions, and we may use the proceeds 
from the Equity Commitment to fund growth capital investments and acquisitions. The determination of which of 
these sources of funding our company will access in any particular situation will be a matter of optimizing needs and 
opportunities at that time.

The Equity Commitment has a perpetual term and may only be terminated at such time as the Support 
Agreement has been terminated. As of the date of this Form 20-F, no amounts are currently drawn under the Equity 
Commitment.

Brookfield Credit Agreement

On June 28, 2021 we entered into a credit agreement with Brookfield as lender (the “Brookfield Credit 
Agreement”), providing for a five-year revolving $200 million credit facility. On March 9, 2022, the size of the 
facility was increased to $400 million. As of the date of this Form 20-F, no amounts are currently drawn under this 
credit facility.

The credit facility is available in U.S. or Canadian dollars, and advances will be made by way of LIBOR, 
base rate, bankers’ acceptance rate or prime rate loans. Both operating facilities are expected to bear interest at the 
specified LIBOR or bankers’ acceptance rate plus 2%, plus an applicable spread, in each case subject to adjustment 
from time to time as the parties may agree. In addition, the credit facility will contemplate deposit arrangements 
pursuant to which the lender would, with the consent of a borrower, deposit funds on a demand basis to such 
borrower’s account at a reduced rate of interest.

The Brookfield Credit Agreement provides that the lender is entitled to consent to any decision made by 
our board to approve any action by our company that constitutes, or could reasonably be expected to constitute, a 
material change in the nature of our company’s business, including any material change in the leverage profile of 
our company or any action that results, or could reasonably be expected to result, in a downgrade to any credit rating 
held by our company or any of its subsidiaries, as applicable.

Licensing Agreement

Our company and Brookfield Corporation entered into a trademark sublicense agreement (the “Licensing 
Agreement”), dated June 28, 2021. Pursuant to the Licensing Agreement, Brookfield Corporation will grant a non-
exclusive, royalty-free sub-license to use the name “Brookfield” and the Brookfield logo. Other than under this 
limited license, we will not have a legal right to the “Brookfield” name and the Brookfield logo on a global basis.

The Licensing Agreement may be terminated by Brookfield Corporation upon thirty (30) days’ prior 
written notice if our company defaults in the performance of any material term, condition or agreement contained in 
the agreement and the default continues for a period of thirty (30) days after written notice of termination of the 
breach is given to Brookfield Corporation. Brookfield Corporation may also terminate the Licensing Agreement 
upon thirty (30) days’ prior written notice of termination if any of the following occurs:

• our company defaults in the performance of any material term, condition or agreement contained in the 
agreement and the default continues for a period of thirty (30) days after written notice of termination 
of the breach is given to the licensee;

• our company assigns, sublicenses, pledges, mortgages or otherwise encumbers the intellectual property 
rights granted to it pursuant to the Licensing Agreement;

• certain events relating to a bankruptcy or insolvency of our company; or

• the Support Agreement has been terminated.
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10.D EXCHANGE CONTROLS

There are currently no governmental laws, decrees, regulations or other legislation of Canada, the United 
States or Bermuda which restrict the import or export of capital, including the availability of cash and cash 
equivalents for use by our group and their subsidiaries, or the remittance of distributions, interest or other payments 
to non-residents of Canada or the United States holding class A exchangeable shares.

10.E TAXATION

Certain Material United States Federal Income Tax Considerations

The following discussion summarizes certain material U.S. federal income tax considerations generally 
applicable to U.S. Holders (as defined below) with respect to the ownership and disposition of class A exchangeable 
shares, as well as certain U.S. federal income tax considerations relevant to our company and its subsidiaries. This 
discussion only addresses persons that hold class A exchangeable shares or Brookfield Class A Shares received 
pursuant to the exercise of the exchange right as capital assets for U.S. federal income tax purposes (generally, 
property held for investment). This discussion does not constitute tax advice and does not address all aspects of U.S. 
federal income taxation that may be relevant to particular holders of class A exchangeable shares (or Brookfield 
Class A Shares received pursuant to the exercise of the exchange right) in light of their personal circumstances, or to 
any holders subject to special treatment under the Code, such as:

• banks and other financial institutions; 

• real estate investment trusts and regulated investment companies; 

• traders in securities who elect to apply a mark-to-market method of accounting; 

• tax-exempt organizations or governmental organizations; 

• insurance companies; 

• dealers or brokers in securities; 

• individual retirement and other tax-deferred accounts; 

• persons whose functional currency is not the U.S. dollar; 

• U.S. expatriates and former citizens or long-term residents of the United States; 

• passive foreign investment companies, controlled foreign corporations, or corporations that accumulate 
earnings to avoid U.S. federal income tax; 

• persons subject to the alternative minimum tax; 

• persons who own (directly, indirectly, or constructively) 10% or more of the total voting power of all 
classes of shares entitled to vote or of the total value of all classes of shares of either of our company or 
Brookfield Corporation; 

• persons who hold their class A exchangeable shares (or Brookfield Class A Shares received pursuant to 
the exercise of the exchange right) as part of a straddle, hedging, conversion, constructive sale, wash 
sale, or other integrated or similar transaction; 

• partnerships or other entities or arrangements classified as partnerships for U.S. federal income tax 
purposes (and investors therein); 

• persons who are subject to special tax accounting rules under Section 451(b) of the Code; and 
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• persons who received their class A exchangeable shares through the exercise of employee stock 
options or otherwise as compensation or through tax-qualified retirement plans. 

For purposes of this discussion, a “U.S. Holder” is a beneficial owner of class A exchangeable shares (or 
Brookfield Class A Shares received pursuant to the exercise of the exchange right) that for U.S. federal income tax 
purposes is: 

• an individual who is a citizen or resident of the United States; 

• a corporation (or other entity taxable as a corporation for U.S. federal income tax purposes) created or 
organized in the United States, any state thereof, or the District of Columbia; 

• an estate the income of which is subject to U.S. federal income taxation regardless of its source; or 

• a trust if (i) a court within the United States is able to exercise primary supervision over the 
administration of the trust and one or more U.S. persons have the authority to control all substantial 
decisions of the trust, or (ii) the trust has a valid election in effect under applicable Treasury 
Regulations to be treated as a U.S. person for U.S. federal income tax purposes. 

If a partnership, including for this purpose any arrangement or entity that is treated as a partnership for U.S. 
federal income tax purposes, holds class A exchangeable shares (or Brookfield Class A Shares received pursuant to 
the exercise of the exchange right), the tax treatment of a partner in the partnership generally will depend upon the 
status of the partner and the activities of the partnership. Holders that are partnerships for U.S. federal income tax 
purposes and the partners in such partnerships are urged to consult their tax advisers regarding the U.S. federal 
income tax consequences of the ownership and disposition of such shares. 

This discussion is based on current provisions of the Code, the regulations promulgated thereunder (the 
“Treasury Regulations”), judicial decisions, published positions of the IRS, and other applicable authorities, all as 
in effect on the date hereof, and all of which are subject to change, possibly with retroactive effect, and to differing 
interpretations. This discussion does not address all U.S. federal tax laws (such as estate or gift tax laws), nor does it 
address any aspects of U.S. state or local or non-U.S. taxation. There can be no assurance that the IRS will not 
challenge the conclusions reflected herein or that a court would not sustain any such challenge. 

This discussion is for informational purposes only and is not tax advice. No statutory, judicial, or 
administrative authority directly addresses the treatment of a security similar to the class A exchangeable 
shares for U.S. federal income tax purposes. As a result, the U.S. federal income tax consequences to U.S. 
Holders of the ownership and disposition of class A exchangeable shares are uncertain. Holders of class A 
exchangeable shares are urged to consult their tax advisers regarding the U.S. federal income tax 
consequences to them of the ownership and disposition of class A exchangeable shares in light of their 
particular circumstances, as well as any tax consequences arising under the U.S. federal tax laws other than 
those pertaining to income tax, including estate or gift tax laws, or under any state, local, or non-U.S. tax laws 
or any applicable income tax treaty. 

Taxation of Our Non-U.S. Subsidiaries 

Our company and its non-U.S. subsidiaries are treated as foreign corporations under the Code. Any non-
U.S. subsidiary that is considered to be engaged in a trade or business in the United States generally will be subject 
to U.S. federal income taxation on a net basis on its income that is effectively connected with such U.S. trade or 
business (including a branch profits tax on the portion of its earnings and profits that is attributable to such income, 
subject to certain adjustments), unless otherwise provided under an applicable income tax treaty. In addition, a non-
U.S. subsidiary generally will be subject to U.S. federal income taxation on a gross basis on certain U.S.-source 
income, as well as a U.S. federal excise tax on certain premiums earned on insurance with respect to U.S. risks that 
are not effectively connected with a U.S. trade or business, unless otherwise provided under an applicable income 
tax treaty. 
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We expect each of the non-U.S. subsidiaries to operate in a manner that will not cause it to be treated as 
engaged in a trade or business within the United States or, if applicable under an income tax treaty, engaged in a 
trade or business in the United States through a permanent establishment. However, the potential application of the 
BEAT (discussed below), the complex application of the rules for determining the U.S. federal income tax liability 
of a corporation under the Tax Cuts and Jobs Act, and other factors, including any future tax legislation, may cause 
some or all of the non-U.S. subsidiaries to conduct business differently. Moreover, there is considerable uncertainty 
as to when a foreign corporation is engaged in a trade or business within the United States and as to what constitutes 
a permanent establishment under the applicable tax treaties. 

Based on such uncertainty, there can be no assurance that the IRS will not contend successfully that one or 
more of our non-U.S. subsidiaries is engaged in a trade or business (or carrying on business through a permanent 
establishment) in the United States. If one or more of the non-U.S. subsidiaries were treated as engaged in a trade or 
business (or carrying on business through a permanent establishment) in the United States, then any such non-U.S. 
subsidiary could be subject to U.S. federal income taxation on the portion of its net income treated as effectively 
connected with a U.S. trade or business (or its business profits attributable to a U.S. permanent establishment), as 
well as the U.S. branch profits tax on effectively connected earnings and profits. The current marginal U.S. federal 
income tax rates are 21% for a non-U.S. corporation’s effectively connected income and 30% for a non-U.S. 
corporation’s effectively connected earnings and profits (as determined under U.S. federal income tax principles), 
subject to certain adjustments. 

Bermuda-U.S. Treaty Benefits 

If any of our non-U.S. subsidiaries that are insurance enterprises are entitled to the benefits of the income 
tax treaty between Bermuda and the United States (the “Bermuda-U.S. Treaty”) for a given taxable year, they will 
not be subject to U.S. federal income tax on certain of their business profits for that year, unless those business 
profits are attributable to a permanent establishment in the United States. Our non-U.S. insurance subsidiaries 
currently intend to conduct their activities in such a manner as to avoid having a permanent establishment in the 
United States, but because the determination of whether a person has a permanent establishment in the United States 
is highly factual, and must be made annually, there can be no assurance that they will be successful in that regard. 

An insurance enterprise resident in Bermuda whose shares are not traded on an exchange will be entitled to 
the benefits of the Bermuda-U.S. Treaty only if (i) more than 50% of its shares are beneficially owned, directly or 
indirectly, by any combination of individual residents of the United States or Bermuda or U.S. citizens and (ii) its 
income is not used in substantial part, directly or indirectly, to make certain disproportionate distributions to, or to 
meet certain liabilities of, persons who are neither residents of the United States or Bermuda nor U.S. citizens. It is 
not certain that any of our non-U.S. insurance subsidiaries organized in Bermuda will qualify for the benefits of the 
Bermuda-U.S. Treaty, because it cannot be predicted whether such subsidiary’s direct or indirect ownership will 
satisfy the requirements described above. Our company is not eligible for treaty benefits, because it is not an 
insurance company. Accordingly, our company and the non-U.S. insurance subsidiaries organized in Bermuda 
intend to conduct substantially all of their non-U.S. operations outside the United States and otherwise to structure 
their operations and investments so as to avoid being treated as engaged in the conduct of a trade or business within 
the United States, although no assurance can be provided in this regard.

Net Investment Income 

Non-U.S. insurance corporations carrying on an insurance business within the United States may be treated 
under the Code as having a certain minimum amount of effectively connected net investment income, determined in 
accordance with a formula that depends, in part, on the amount of U.S. risk insured or reinsured by such 
corporations. If, contrary to its intention, one of our non-U.S. insurance subsidiaries is considered to be engaged in 
the conduct of an insurance business in the United States and such company (i) is not entitled to the benefits of an 
applicable tax treaty in general or (ii) is entitled to the benefits of the treaty in general, but the treaty is interpreted 
not to apply to investment income, then a significant portion of the investment income of such non-U.S. insurance 
subsidiary could be subject to U.S. income tax. 
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Withholding Tax 

A non-U.S. corporation generally is subject to a 30% U.S. federal income tax (imposed on a gross basis and 
generally collected by withholding) on certain “fixed or determinable annual or periodical gains, profits and income” 
from sources within the United States that are not effectively connected with such non-U.S. corporation’s conduct of 
a U.S. trade or business. Such income includes certain distributions from U.S. corporations and certain interest on 
investments, but does not include insurance premiums paid with respect to a contract that is subject to the excise tax 
described below. If a U.S. corporate subsidiary of our company makes a distribution out of its current or 
accumulated earnings and profits (as determined for U.S. federal income tax purposes), such distribution will be 
treated as a dividend subject to the 30% withholding tax, except as reduced under any applicable income tax treaty. 

Excise Tax

The United States imposes an excise tax on insurance and reinsurance premiums paid to non-U.S. insurers 
or reinsurers with respect to risks located in the United States, except to the extent waived by an applicable tax 
treaty. The applicable tax rates are 4% for direct casualty insurance premiums and 1% for reinsurance premiums and 
direct premiums for life insurance and annuity contracts. 

Base Erosion and Anti-Abuse Tax

The BEAT operates as a minimum tax and generally is calculated as a percentage (10% for certain taxable 
years before 2026 and 12.5% thereafter) of the “modified taxable income” of an “applicable taxpayer”. Modified 
taxable income is calculated by adding back to a taxpayer’s regular taxable income the amount of certain “base 
erosion tax benefits” with respect to certain payments made to non-U.S. affiliates, as well as the “base erosion 
percentage” of any net operating loss deductions. The BEAT applies only to the extent it exceeds a taxpayer’s 
regular corporate income tax liability (determined without regard to certain tax credits) and only in years in which 
the “base erosion percentage” exceeds a specified percentage. If applicable in any given year, the BEAT may 
significantly increase the tax liability of our U.S. subsidiaries for such year.

Characterization of the Class A Exchangeable Shares

The U.S. federal income tax consequences to a U.S. Holder of the ownership and disposition of class A 
exchangeable shares depend, in part, on whether the class A exchangeable shares are, for U.S. federal income tax 
purposes, treated as stock of our company. No authority directly addresses the U.S. federal income tax treatment of a 
security with terms and related rights similar to the class A exchangeable shares, and therefore the tax treatment of 
the class A exchangeable shares is uncertain. We treat the class A exchangeable shares as stock of our company for 
all U.S. federal income tax purposes, but alternative characterizations are possible.
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For example, the IRS or a court might characterize the class A exchangeable shares as Brookfield Class A 
Shares. In such case, the U.S. federal income tax consequences to U.S. Holders could differ materially from the 
consequences described below under the heading “Taxation of U.S. Holders — U.S. Federal Income Tax 
Consequences of the Ownership and Disposition of Class A Exchangeable Shares”. Among other things, the tax 
treatment of distributions on shares could be different. Distributions on the Brookfield Class A Shares generally are 
expected to be reported as dividends, based on our understanding that Brookfield Corporation currently does not, 
and does not intend to, calculate its earnings and profits under U.S. federal income tax principles. Our company, on 
the other hand, currently calculates its earnings and profits under U.S. federal income tax principles. Based on these 
calculations, we do not believe that our company has any accumulated earnings and profits as of the date hereof, nor 
do we expect it to have earnings and profits for the current taxable year or in the foreseeable future. Distributions on 
class A exchangeable shares are therefore generally expected to be treated as a recovery of tax basis or as capital 
gain, instead of dividend income, subject to certain conditions. See the discussion below under the headings “— 
Taxation of U.S. Holders — U.S. Federal Income Tax Consequences of the Ownership and Disposition of Class A 
Exchangeable Shares — Distributions on Class A Exchangeable Shares” and “— Taxation of U.S. Holders — U.S. 
Federal Income Tax Consequences of the Ownership and Disposition of Brookfield Class A Shares Received 
Pursuant to the Exercise of the Exchange Right — Distributions on Brookfield Class A Shares”. In addition, if the 
class A exchangeable shares were treated as Brookfield Class A Shares for U.S. federal income tax purposes, then 
the receipt of Brookfield Class A Shares pursuant to the exercise of the exchange right might qualify for tax-free 
treatment.

Alternatively, the IRS or a court might characterize the class A exchangeable shares and related rights as a 
derivative financial instrument, with complex and uncertain tax consequences that could be materially different from 
the consequences described in this summary. No assurance can be provided that the IRS or a court will agree with 
our position that the class A exchangeable shares constitute stock of our company, and the U.S. federal income tax 
consequences of an alternative characterization of the class A exchangeable shares could be materially adverse to 
U.S. Holders. U.S. Holders are urged to consult their tax advisers regarding the proper treatment of the class A 
exchangeable shares for U.S. federal income tax purposes. 

The remainder of this summary assumes that the class A exchangeable shares will be treated for U.S. 
federal income tax purposes as stock of our company. 

Taxation of U.S. Holders

U.S. Federal Income Tax Consequences of the Ownership and Disposition of Class A Exchangeable Shares

Distributions on Class A Exchangeable Shares 

Subject to the discussion below under the headings “— Passive Foreign Investment Company 
Considerations”, “— Related Person Insurance Income”, and “— Application of Section 1248 of the Code”, the 
gross amount of a distribution paid to a U.S. Holder with respect to class A exchangeable shares will be included in 
the holder’s gross income as a dividend to the extent paid out of our company’s current or accumulated earnings and 
profits, as determined under U.S. federal income tax principles. To the extent that the amount of a distribution 
exceeds our company’s current and accumulated earnings and profits, the excess would be treated as a recovery of 
basis to the extent of the holder’s basis in class A exchangeable shares and then as capital gain. As of the date 
hereof, we do not believe that our company has any accumulated earnings and profits, nor do we expect it to have 
earnings and profits for the current taxable year or in the foreseeable future.

Dividends received by individuals and other non-corporate U.S. Holders of class A exchangeable shares 
readily tradable on the NYSE generally will be “qualified dividend income” subject to tax at preferential rates 
applicable to long-term capital gains, provided that such holders meet certain holding period and other requirements 
and our company is not treated as a PFIC for the taxable year in which the dividend is paid or for the preceding 
taxable year. Dividends on class A exchangeable shares generally will not be eligible for the dividends-received 
deduction allowed to corporations. Each U.S. Holder is urged to consult a tax adviser regarding the application of 
the relevant rules in light of the holder’s particular circumstances. 
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Dividends paid by our company generally will constitute foreign-source income for foreign tax credit 
limitation purposes. The limitation on foreign taxes eligible for credit is calculated separately with respect to specific 
classes of income. Dividends distributed by our company with respect to class A exchangeable shares generally will 
constitute “passive category income”. The rules governing the foreign tax credit are complex. U.S. Holders are 
urged to consult their tax advisers regarding the availability of the foreign tax credit with respect to their particular 
circumstances. 

Sale, Exchange, Redemption, or Other Disposition of Class A Exchangeable Shares 

Subject to the discussion below under the headings “— Passive Foreign Investment Company 
Considerations”, “— Related Person Insurance Income”, and “— Application of Section 1248 of the Code”, a U.S. 
Holder generally will recognize capital gain or loss upon a sale, exchange (including pursuant to the U.S. Holder’s 
exercise of the exchange right), redemption (other than a redemption that is treated as a distribution, as described in 
the following paragraph), or other taxable disposition of the class A exchangeable shares (including pursuant to 
Brookfield Corporation’s exercise of its overriding call right) equal to the difference between the amount realized 
upon the disposition and the holder’s adjusted tax basis in the class A exchangeable shares so disposed. The amount 
realized will equal the amount of cash, if any, plus the fair market value of any property received (such as 
Brookfield Class A Shares received upon the U.S. Holder’s exercise of the exchange right or pursuant to Brookfield 
Corporation’s exercise of its overriding call right). Any such capital gain or loss will be long-term capital gain or 
loss if the holder’s holding period for the class A exchangeable shares exceeds one year at the time of disposition. 
Gain or loss, as well as the holding period for the class A exchangeable shares, will be determined separately for 
each block of class A exchangeable shares (that is, shares acquired at the same cost in a single transaction) sold or 
otherwise subject to a taxable disposition. Gain or loss recognized by a U.S. Holder generally will be treated as U.S.-
source gain or loss for foreign tax credit limitation purposes. Long-term capital gains of non-corporate U.S. Holders 
generally are taxed at preferential rates. The deductibility of capital losses is subject to limitations. A U.S. Holder 
receiving Brookfield Class A Shares pursuant to the holder’s exercise of the exchange right or pursuant to 
Brookfield Corporation’s exercise of its overriding call right will have a tax basis in such Brookfield Class A Shares 
equal to their fair market value at the time of the disposition, and the holding period for such shares will begin on the 
following day. 

A redemption of class A exchangeable shares by our company will be treated as a sale or exchange as 
described above if such redemption is (i) in “complete redemption” of the U.S. Holder’s equity interest in our 
company (within the meaning of Section 302(b)(3) of the Code), (ii) a “substantially disproportionate” redemption 
of stock (within the meaning of Section 302(b)(2) of the Code), or (iii) “not essentially equivalent to a 
dividend” (within the meaning of Section 302(b)(1) of the Code). In determining whether any of these tests has been 
met with respect to the redemption of class A exchangeable shares, each U.S. Holder may be required to take into 
account not only the class A exchangeable shares and other equity interests in our company actually owned by the 
holder, but also other equity interests in our company that are constructively owned by the holder within the 
meaning of Section 318 of the Code, including by reason of owning Brookfield Class A Shares. If a U.S. Holder 
owns (actually or constructively) only an insubstantial percentage of the total equity interests in our company and 
exercises no control over our company’s corporate affairs, the holder may be entitled to sale or exchange treatment 
on a redemption of the class A exchangeable shares if the holder experiences a reduction in its equity interest in our 
company (taking into account any constructively owned equity interests) as a result of the redemption. If a U.S. 
Holder meets none of the alternative tests of Section 302(b) of the Code, the redemption will be treated as a 
distribution subject to the rules described above under the heading “— Distributions on Class A Exchangeable 
Shares”. The amount of the distribution will be equal to the amount of cash and the fair market value of any property 
received. Because the determination as to whether any of the alternative tests of Section 302(b) of the Code is 
satisfied with respect to any particular U.S. Holder of class A exchangeable shares will depend upon the facts and 
circumstances as of the time the determination is made, each U.S. Holder is urged to consult a tax adviser regarding 
the tax treatment of a redemption, including the calculation of the holder’s tax basis in any remaining class A 
exchangeable shares in the event of a redemption that is treated as a distribution. 
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For a general discussion of the tax consequences to a U.S. Holder of owning and disposing of Brookfield 
Class A Shares received in exchange for class A exchangeable shares pursuant to the U.S. Holder’s exercise of the 
exchange right or pursuant to Brookfield Corporation’s exercise of its overriding call right, see the discussion below 
under the heading “— U.S. Federal Income Tax Consequences of the Ownership and Disposition of Brookfield 
Class A Shares Received Pursuant to the Exercise of the Exchange Right”. 

Passive Foreign Investment Company Considerations 

Certain adverse U.S. federal income tax consequences generally apply to a U.S. person that owns stock of a 
non-U.S. corporation that is treated as a PFIC for any taxable year during the U.S. person’s holding period for the 
stock. In general, a non-U.S. corporation will be a PFIC during a taxable year if (i) 75% or more of its gross income 
constitutes passive income or (ii) 50% or more of its assets produce, or are held for the production of, passive 
income. For these purposes, a non-U.S. corporation that owns at least 25% of the value of the stock of another 
corporation generally is treated as if it received directly its proportionate share of the income, and held its 
proportionate share of the assets, of the other corporation. Passive income generally includes interest, dividends, and 
other investment income. However, under an “active insurance” exception, income is not treated as passive if it is 
derived in the “active conduct” of an insurance business by a “qualifying insurance corporation”. The IRS has issued 
final and proposed regulations providing guidance on various aspects of the PFIC rules, including the active 
insurance exception. The proposed regulations will not be effective unless and until they are adopted in final form, 
although taxpayers generally may rely on the proposed regulations before adoption, provided the proposed 
regulations are applied consistently. 

The exception for qualifying insurance corporations is limited to a non-U.S. insurance company that would 
be taxed under the provisions of the Code applicable to a U.S. insurance company if it were a U.S. corporation and 
that maintains applicable insurance liabilities of more than 25% of its assets for a taxable year (or, alternatively, 
maintains applicable insurance liabilities that at least equal or exceed 10% of its assets, is predominantly engaged in 
an insurance business, and satisfies a facts and circumstances test that requires a showing that the failure to exceed 
the 25% threshold is due to runoff-related or rating-related circumstances). Under the proposed regulations, a 
qualifying insurance corporation is engaged in the active conduct of an insurance business only if it satisfies either a 
“factual requirements test” or an “active conduct percentage test”. An additional exception for U.S. domestic 
insurance subsidiaries generally provides that the income of a U.S. domestic corporation to which the look-through 
rules apply is not treated as passive if the corporation is subject to tax as an insurance company under the applicable 
provisions of the Code, and the corporation is subject to U.S. federal income tax on its net income. The proposed 
regulations would limit the application of this rule in the case of certain over-capitalized corporations.

Based on the current and expected income, assets, and activities of our company, we do not expect our 
company to be classified as a PFIC for the current taxable year or in the foreseeable future. However, there is 
significant uncertainty regarding the application of the final and proposed regulations. The IRS has requested 
comments on several aspects of the proposed regulations governing the active conduct of an insurance business, and 
it is uncertain when the proposed regulations will be made final or whether the provisions of any final or temporary 
regulations will vary from the proposed regulations. Moreover, the PFIC determination is made annually at the end 
of each taxable year and depends on a number of factors, some of which are beyond our company’s control, 
including the value of our company’s assets and the amount and type of its income. Accordingly, there can be no 
assurance that our company or any of its non-U.S. subsidiaries will not be classified as a PFIC for any taxable year 
or that the IRS will agree with our company’s belief regarding its PFIC status. 
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In general, if our company were a PFIC for any taxable year during a U.S. Holder’s holding period for class 
A exchangeable shares, then gain recognized by such U.S. Holder upon the sale or other taxable disposition of the 
class A exchangeable shares would be allocated ratably over the U.S. Holder’s holding period for the class A 
exchangeable shares. The amounts allocated to the taxable year of the sale or other taxable disposition and to any 
year before our company became a PFIC would be taxed as ordinary income. The amount allocated to each other 
taxable year would be subject to tax at the highest rate in effect for individuals or corporations, as appropriate, for 
that taxable year, and an interest charge would be imposed on the tax on such amount. Further, to the extent that any 
distribution received by a U.S. Holder on its class A exchangeable shares were to exceed 125% of the average of the 
annual distributions on the class A exchangeable shares received during the preceding three years or the U.S. 
Holder’s holding period, whichever is shorter, that distribution would be subject to taxation in the same manner as 
gain, described immediately above. If our company were classified as a PFIC for any taxable year during a U.S. 
Holder’s holding period for class A exchangeable shares, our company generally would continue to be treated as a 
PFIC with respect to such holder in all succeeding years, even if our company ceased to satisfy the requirements for 
being a PFIC. In addition, if our company were classified as a PFIC with respect to a U.S. Holder, to the extent any 
of our subsidiaries were also PFICs, the holder might be deemed to own shares in any such lower-tier PFICs directly 
or indirectly owned by our company in that proportion which the value of the class A exchangeable shares owned by 
the holder bears to the value of all of our shares, and the holder therefore might be subject to the adverse tax 
consequences described above with respect to the shares of such lower-tier PFICs deemed owned by the holder. 

Certain elections may be available to mitigate the adverse tax consequences of PFIC status described 
above. If a U.S. Holder were to elect to treat its interest in our company as a “qualified electing fund” (“QEF 
Election”) for the first year the holder were treated as holding such interest, then in lieu of the tax consequences 
described above, the holder would be required to include in income each year a portion of the ordinary earnings and 
net capital gains of our company, even if not distributed to the holder. A QEF Election must be made by a U.S. 
Holder on an entity-by-entity basis. To make a QEF Election, a U.S. Holder must, among other things, obtain a 
PFIC annual information statement from our company and prepare and submit IRS Form 8621 with the holder’s 
annual income tax return. If, contrary to our expectations, we determine that our company is a PFIC for any taxable 
year, then to the extent reasonably practicable, we intend to timely provide U.S. Holders with information related to 
the PFIC status of our company and each non-U.S. subsidiary we are able to identify as a PFIC, including 
information necessary to make a QEF Election with respect to each such entity. 

In lieu of making a QEF Election, if our company is a PFIC for any taxable year and the class A 
exchangeable shares are treated as “marketable stock” in such year, then a U.S. Holder may avoid the unfavorable 
rules described above by making a mark-to-market election with respect to the holder’s class A exchangeable shares. 
The class A exchangeable shares will be marketable if they are regularly traded on certain qualified exchanges, 
including the NYSE. For these purposes, the class A exchangeable shares generally will be considered regularly 
traded during any calendar year during which they are traded, other than in de minimis quantities, on at least 15 days 
during each calendar quarter. There can be no assurance that trading in the class A exchangeable shares will be 
sufficiently regular for the shares to qualify as marketable stock. Moreover, we generally do not expect the mark-to-
market election to be available with respect to any non-U.S. subsidiary classified as a PFIC. In general, if a U.S. 
Holder were to make a timely and effective mark-to-market election, the holder would include as ordinary income 
each year the excess, if any, of the fair market value of the holder’s class A exchangeable shares at the end of the 
taxable year over its adjusted basis in class A exchangeable shares. Any gain recognized by such holder on the sale 
or other disposition of class A exchangeable shares would be ordinary income, and any loss would be an ordinary 
loss to the extent of the net amount of previously included income as a result of the mark-to-market election and, 
thereafter, a capital loss. 

Subject to certain exceptions, a U.S. person who owns an interest in a PFIC generally is required to file an 
annual report on IRS Form 8621, and the failure to file such report could result in the imposition of penalties on such 
U.S. person and the extension of the statute of limitations with respect to federal income tax returns filed by such 
U.S. person. The application of the PFIC rules to U.S. Holders is uncertain in certain respects. U.S. Holders are 
urged to consult their tax advisers regarding the application of the PFIC rules, including the foregoing filing 
requirements and the final and proposed regulations, as well as the advisability of making any available election 
under the PFIC rules, with respect to their ownership and disposition of the class A exchangeable shares. 
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Related Person Insurance Income 

Certain adverse U.S. federal income and tax reporting rules may apply to a U.S. person who, directly or 
indirectly, owns stock of a non-U.S. corporation that earns RPII. Because our company is a holding company and is 
not itself licensed as an insurance company, our company does not expect to have income treated as RPII. However, 
the RPII rules of the Code generally will apply to U.S. Holders who, through their ownership of class A 
exchangeable shares, are indirect shareholders of a non-U.S. insurance subsidiary if (i) the subsidiary is a RPII CFC, 
which generally will be the case if 25% or more of the value or voting power of such non-U.S. insurance 
subsidiary’s shares is owned (directly, indirectly through non-U.S. entities, or by the application of certain 
constructive ownership rules) by U.S. persons, and (ii) neither of the exceptions described below applies.

RPII generally includes “insurance income” (as defined below) from the direct or indirect insurance or 
reinsurance of any U.S. person who holds shares of the applicable non-U.S. insurance subsidiary (directly or 
indirectly through non-U.S. entities) or of a person related to such a U.S. person. In general, and subject to certain 
limitations, “insurance income” is income, including investment income and premium income, attributable to the 
issuing of any insurance or reinsurance contract that would be taxed under the portions of the Code relating to 
insurance companies if the income were the income of a U.S. insurance company. A non-U.S. insurance subsidiary 
may be considered to indirectly reinsure the risk of a U.S. person that holds shares, directly or indirectly, and thus 
generate RPII, if an unrelated company that insured such risk in the first instance reinsures the risk with such non-
U.S. insurance subsidiary. 

The RPII rules do not apply to income derived from a non-U.S. insurance subsidiary if (i) direct and 
indirect insureds and persons related to such insureds, whether or not U.S. persons, are treated as owning (directly or 
indirectly through entities) less than 20% of the voting power and less than 20% of the value of the shares of such 
non-U.S. insurance subsidiary or (ii) RPII, determined on a gross basis, is less than 20% of the gross insurance 
income of such non-U.S. insurance subsidiary for the taxable year. In general, our company believes that its non-
U.S. insurance subsidiaries are likely to have operated in such a manner as to qualify for at least one of the foregoing 
exceptions. However, our company does not track the identity of shareholders or persons who are insured by its 
subsidiaries for this purpose, and therefore our company has made no formal determination as to whether either of 
the foregoing exceptions applies to any of its non-U.S. subsidiaries. Accordingly, there can be no assurance that the 
above RPII rules will not apply or that the IRS will agree with our company’s conclusions regarding the application 
of the RPII rules.

The IRS has issued proposed Treasury Regulations providing guidance on certain aspects of the 
determination of RPII, including RPII arising from insurance coverage of a person related to a U.S. shareholder of a 
RPII CFC, as well as certain “cross-insurance” arrangements. Although we continue to evaluate the implications of 
the proposed regulations, we do not expect the proposed regulations, if finalized as proposed, to cause U.S. Holders 
to be treated as earning RPII.

If none of the exceptions described above applies to a non-U.S. insurance subsidiary for a taxable year, then 
each U.S. Holder of class A exchangeable shares on the last day of the taxable year will be taxable currently on its 
allocable share of the RPII of such subsidiary. RPII will be taxable to such U.S. Holder regardless of whether the 
holder is an insured or related to an insured. For this purpose, all of the RPII of such subsidiaries would be allocated 
solely to U.S. Holders, but not in excess of a U.S. Holder’s ratable share, based on the extent of the holder’s interest 
in our company, of the total income of such subsidiaries and limited by the relevant subsidiary’s current year 
earnings and profits. A U.S. Holder that is a tax-exempt organization would be required to treat RPII as unrelated 
business taxable income.

Page 199



RPII that is taxed to a U.S. Holder would increase the U.S. Holder’s tax basis in the class A exchangeable 
shares to which it is allocable. Dividends distributed by a non-U.S. insurance subsidiary to our company and by our 
company to U.S. Holders would, under regulations, be deemed to come first out of taxed RPII and to that extent 
would not constitute income to the holder. This would be the result whether the dividend is distributed by our 
company in the same year in which the RPII is taxed or a later year. The untaxed dividend would decrease a U.S. 
Holder’s tax basis in the class A exchangeable shares. Our company might seek information from its shareholders as 
to whether beneficial owners of class A exchangeable shares at the end of the year were U.S. persons, so that RPII 
could be apportioned among such persons. To the extent our company were unable to determine whether a beneficial 
owner of shares is a U.S. person, our company might assume that the owner is not a U.S. person for purposes of 
apportioning RPII, thereby increasing the per share RPII amount for all known U.S. Holders. 

The RPII provisions are complex, and regulations interpreting the RPII provisions of the Code exist only in 
proposed form. Thus, the application of the RPII rules to a U.S. person who owns shares of a holding corporation, 
such as a U.S. Holder owning class A exchangeable shares of our company, is uncertain. In addition, any U.S. 
Holder who owns or is deemed to own 10% or more of either the total voting power or total value of all classes of 
stock of our company generally will be subject to additional rules under the complex regime for taxing U.S. 
shareholders of controlled foreign corporations generally. These additional rules are not addressed in this summary. 
U.S. Holders are urged to consult their tax advisers regarding the application of the foregoing rules, including the 
proposed Treasury Regulations, to their ownership and disposition of class A exchangeable shares, as well as any 
information reporting requirements on IRS Form 5471 (disclosing certain information regarding direct or 
constructive ownership of a non-U.S. insurance subsidiary) or other applicable IRS form. 

Application of Section 1248 of the Code 

A U.S. Holder who recognizes taxable gain from the sale or other taxable disposition of class A 
exchangeable shares (including by reason of the exercise of the exchange right), as described above under the 
heading “— Sale, Exchange, Redemption, or Other Disposition of Class A Exchangeable Shares”, may be subject to 
additional rules under Section 1248 of the Code. Under Section 953(c)(7) of the Code, the rules of Section 1248 of 
the Code apply to the sale or exchange of shares of a non-U.S. corporation that would be taxed under the provisions 
of the Code applicable to U.S. insurance companies if it were a U.S. corporation and that is treated as an RPII CFC 
(regardless whether any of the exceptions described above for income derived from a non-U.S. insurance subsidiary 
applies). If Section 1248 of the Code applies under such circumstances, gain on the disposition of shares of the non-
U.S. corporation may be recharacterized as a dividend to the extent of the U.S. person’s share of the corporation’s 
undistributed earnings and profits that were accumulated during the period that the U.S. person owned the shares 
(possibly whether or not those earnings and profits are attributable to RPII). 

As discussed above, our company does not directly engage in an insurance or reinsurance business, but it 
has non-U.S. subsidiaries that do so. Existing proposed Treasury Regulations do not address whether Section 
953(c)(7) of the Code may apply to the sale of stock of a non-U.S. corporation which has a non-U.S. subsidiary that 
is an RPII CFC and that would be taxed under the provisions of the Code applicable to U.S. insurance companies if 
it were a U.S. corporation. In the absence of legal authority, there is a strong argument that this specific rule should 
not apply to a disposition of class A exchangeable shares, because our company is not directly engaged in the 
insurance business. However, there can be no assurance that the IRS will not successfully assert that Section 
953(c)(7) of the Code applies in such circumstances and thus may apply to a U.S. Holder who recognizes taxable 
gain from the sale or other taxable disposition of class A exchangeable shares. U.S. Holders are urged to consult 
their tax advisers regarding the potential for Section 1248 of the Code to apply to the sale or other taxable 
disposition of class A exchangeable shares, including any information reporting requirements on IRS Form 5471 or 
other applicable IRS form. 
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U.S. Federal Income Tax Consequences of the Ownership and Disposition of Brookfield Class A Shares Received 
Pursuant to the Exercise of the Exchange Right 

Distributions on Brookfield Class A Shares 

Subject to the discussion below under the heading “— Passive Foreign Investment Company 
Considerations”, a U.S. Holder who receives distributions on Brookfield Class A Shares generally will be subject to 
U.S. federal income tax consequences substantially similar to those described above under the heading “U.S. Federal 
Income Tax Consequences of the Ownership and Disposition of Class A Exchangeable Shares — Distributions on 
Class A Exchangeable Shares”. However, our company understands that Brookfield Corporation currently does not, 
and does not intend to, calculate its earnings and profits under U.S. federal income tax principles. Therefore, U.S. 
Holders should expect each distribution generally to be reported as a dividend for U.S. federal income tax purposes, 
even if that distribution would otherwise be treated as a recovery of basis or as capital gain under the rules described 
above. 

Sale, Exchange, Redemption, or Other Disposition of Brookfield Class A Shares 

Subject to the discussion below under the heading “— Passive Foreign Investment Company 
Considerations”, upon the sale, exchange, redemption, or other taxable disposition of Brookfield Class A Shares, a 
U.S. Holder generally will be subject to U.S. federal income tax consequences substantially similar to those 
described above in the first paragraph under the heading “U.S. Federal Income Tax Consequences of the Ownership 
and Disposition of Class A Exchangeable Shares — Sale, Exchange, Redemption, or Other Disposition of Class A 
Exchangeable Shares”. 

Passive Foreign Investment Company Considerations 

If Brookfield Corporation were a PFIC for any taxable year during a U.S. Holder’s holding period for 
Brookfield Class A Shares, then the holder generally would be subject to U.S. federal income tax consequences 
substantially similar to those described above under the heading “— U.S. Federal Income Tax Consequences of the 
Ownership and Disposition of Class A Exchangeable Shares — Passive Foreign Investment Company 
Considerations”. 

Our company understands that, based on the current and anticipated composition of the income, assets, and 
operations of Brookfield Corporation and its subsidiaries, Brookfield Corporation does not believe that it will be a 
PFIC for U.S. federal income tax purposes for the current taxable year or for future taxable years. However, the 
application of the PFIC rules is subject to uncertainty in several respects, and a separate determination must be made 
after the close of each taxable year as to whether Brookfield Corporation is a PFIC for that year. Changes in the 
composition of Brookfield Corporation’s income or assets may cause Brookfield Corporation to become a PFIC. 
Accordingly, there can be no assurance that Brookfield Corporation will not be a PFIC for any taxable year. 

As discussed above under the heading “— U.S. Federal Income Tax Consequences of the Ownership and 
Disposition of Class A Exchangeable Shares — Passive Foreign Investment Company Considerations”, certain 
elections may be available to mitigate the adverse tax consequences of PFIC status. However, a U.S. Holder may 
make a QEF Election with respect to Brookfield Class A Shares only if Brookfield Corporation furnishes certain tax 
information to U.S. Holders annually, and there can be no assurance that such information will be provided. In lieu 
of making a QEF Election, if Brookfield Corporation is a PFIC for any taxable year and the Brookfield Class A 
Shares are treated as “marketable stock” in such year, then a U.S. Holder may avoid the unfavorable rules described 
above by making a mark-to-market election with respect to the holder’s Brookfield Class A Shares. The Brookfield 
Class A Shares will be marketable if they are regularly traded on certain qualified exchanges, including the NYSE. 
However, there can be no assurance that trading in the Brookfield Class A Shares will be sufficiently regular for the 
shares to qualify as marketable stock. Moreover, the mark-to-market election generally is not expected to be 
available with respect to any non-U.S. subsidiary of Brookfield Corporation classified as a PFIC. 
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U.S. Holders are urged to consult their tax advisers regarding the application of the PFIC rules, including 
any applicable filing requirements, as well as the advisability of making any available election under the PFIC rules, 
with respect to their ownership and disposition of the Brookfield Class A Shares. 

Medicare Tax 

U.S. Holders that are individuals, estates, or trusts may be required to pay a 3.8% Medicare tax on the 
lesser of (i) the excess of such U.S. Holders’ “modified adjusted gross income” (or “adjusted gross income” in the 
case of estates and trusts) over certain thresholds and (ii) such U.S. Holders’ “net investment income” (or 
“undistributed net investment income” in the case of estates and trusts). For these purposes, “net investment income” 
will include a U.S. Holder’s share of dividends on class A exchangeable shares and Brookfield Class A Shares, as 
well as gain upon the sale or other taxable disposition of class A exchangeable shares and Brookfield Class A 
Shares. Unless a U.S. Holder elects otherwise or holds class A exchangeable shares or Brookfield Class A Shares in 
connection with certain trades or businesses, the RPII and PFIC provisions generally will not apply for purposes of 
determining a U.S. Holder’s net investment income. U.S. Holders are urged to consult their tax advisers regarding 
the implications of the 3.8% Medicare tax for the ownership and disposition of class A exchangeable shares and 
Brookfield Class A Shares. 

Backup Withholding and Information Reporting 

Payments of dividends to a U.S. Holder and proceeds from the sale or other disposition of class A 
exchangeable shares or Brookfield Class A Shares may, under certain circumstances, be subject to information 
reporting and backup withholding, unless the holder provides proof of an applicable exemption or, in the case of 
backup withholding, furnishes its taxpayer identification number and otherwise complies with all applicable 
requirements of the backup withholding rules. Backup withholding is not an additional tax and generally will be 
allowed as a refund or credit against the holder’s U.S. federal income tax liability, provided that the required 
information is timely furnished to the IRS. 

Foreign Financial Asset Reporting 

Certain U.S. persons are required to report information relating to interests in “specified foreign financial 
assets”, including shares issued by a non-U.S. corporation, for any year in which the aggregate value of all specified 
foreign financial assets exceeds certain thresholds, subject to certain exceptions (including an exception for shares 
held in a custodial account maintained with a U.S. financial institution). Penalties may be imposed for a failure to 
disclose such information. U.S. Holders are urged to consult their tax advisers regarding the effect, if any, of these 
additional reporting requirements on their ownership and disposition of class A exchangeable shares or Brookfield 
Class A Shares. 

Changes in U.S. Tax Law 

The tax treatment of non-U.S. companies, their U.S. and non-U.S. insurance subsidiaries, and investors in 
such non-U.S. companies has been significantly altered by the Tax Cuts and Jobs Act. There is significant 
uncertainty regarding how certain provisions of the Tax Cuts and Jobs Act are interpreted. Although some guidance 
has been provided, much of it is only in proposed form, and further guidance may not be forthcoming. In addition, it 
is possible that “technical corrections” or other legislation could be enacted that would alter or clarify the Tax Cuts 
and Jobs Act, and any such alterations or clarifications could have retroactive effect. The effect of any changes to, 
clarifications of, or guidance under the Tax Cuts and Jobs Act could add significant expense and have a material 
adverse effect on our business, financial condition, and operating results or a U.S. Holder’s ownership and 
disposition of class A exchangeable shares. 

Page 202



The tax treatment of non-U.S. companies and their U.S. and non-U.S. insurance subsidiaries may be the 
subject of future legislation. We cannot predict whether any particular proposed legislation will be enacted or, if 
enacted, what the specific provisions or the effective date of any such legislation would be, or whether it would have 
any effect on us. As a result, no assurance can be given that future legislative, administrative, or judicial 
developments will not result in an increase in the amount of U.S. tax payable by us or by a holder of class A 
exchangeable shares or will not reduce the attractiveness of our platform and adversely affect our business. If any 
such developments occur, our business, financial condition, and operating results could be materially and adversely 
affected, and such developments could have a material and adverse effect on an investment in class A exchangeable 
shares. 

The U.S. federal income tax laws and interpretation, including with respect to whether a company is 
engaged in a U.S. trade or business (or has a U.S. permanent establishment) or is a PFIC, or whether U.S. persons 
would be required to include RPII in their gross income, are subject to change, possibly on a retroactive basis. 
Furthermore, new regulations or pronouncements interpreting or clarifying these or other rules may be forthcoming. 
We cannot predict the effect of any new guidance on our company or U.S. Holders. 

FATCA

FATCA imposes a 30% withholding tax on “withholdable payments” made to a “foreign financial 
institution” or a “non-financial foreign entity”, unless such financial institution or entity satisfies certain information 
reporting or other requirements. Withholdable payments include certain U.S.-source income, such as interest, 
dividends, and other passive income. The IRS has issued regulations that provide for the phased implementation of 
the FATCA withholding requirements. 

We intend to comply with FATCA, so as to ensure that the 30% withholding tax does not apply to any 
withholdable payments received by our company or any of our non-U.S. subsidiaries. In compliance with FATCA, 
information regarding ownership of our class A exchangeable shares may be reported to the IRS or to a non-U.S. 
governmental authority. FATCA remains subject to modification by an applicable intergovernmental agreement 
between the United States and another country, such as the agreement in effect between the United States and 
Bermuda for cooperation to facilitate the implementation of FATCA, or by future Treasury Regulations or guidance. 
U.S. Holders are urged to consult their tax advisers regarding the consequences under FATCA of owning and 
disposing of class A exchangeable shares.

THE FOREGOING DISCUSSION IS NOT INTENDED AS A SUBSTITUTE FOR CAREFUL TAX 
PLANNING. THE TAX MATTERS RELATING TO OUR COMPANY, BROOKFIELD CORPORATION, 
AND HOLDERS OF CLASS A EXCHANGEABLE SHARES AND BROOKFIELD CLASS A SHARES 
ARE COMPLEX AND ARE SUBJECT TO VARYING INTERPRETATIONS. MOREOVER, THE 
EFFECT OF EXISTING INCOME TAX LAWS, THE MEANING AND IMPACT OF WHICH ARE 
UNCERTAIN, AND OF PROPOSED CHANGES IN INCOME TAX LAWS WILL VARY WITH THE 
PARTICULAR CIRCUMSTANCES OF EACH HOLDER OF CLASS A EXCHANGEABLE SHARES OR 
BROOKFIELD CLASS A SHARES, AND IN REVIEWING THIS ANNUAL REPORT ON FORM 20-F 
THESE MATTERS SHOULD BE CONSIDERED. EACH HOLDER OF CLASS A EXCHANGEABLE 
SHARES OR BROOKFIELD CLASS A SHARES SHOULD CONSULT ITS OWN TAX ADVISER WITH 
RESPECT TO THE U.S. FEDERAL, STATE, LOCAL, AND OTHER TAX CONSEQUENCES OF THE 
OWNERSHIP AND DISPOSITION OF CLASS A EXCHANGEABLE SHARES AND BROOKFIELD 
CLASS A SHARES.
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Certain Material Canadian Federal Income Tax Considerations

The following summary describes the principal Canadian federal income tax consequences under the Tax 
Act and the regulations thereunder with respect to the holding and disposition of class A exchangeable shares and 
Brookfield Class A Shares received on a redemption, exchange or other disposition of class A exchangeable shares 
to our company or Brookfield Corporation, to a shareholder who is a beneficial owner of such shares, and who, at all 
relevant times, for the purposes of the Tax Act, (i) deals at arm’s length with our company and Brookfield 
Corporation, (ii) is not affiliated with our company and Brookfield Corporation, and (iii) holds the class A 
exchangeable shares and Brookfield Class A Shares as capital property (a “Holder”). Generally, the class A 
exchangeable shares and Brookfield Class A Shares will be capital property to a Holder provided the Holder does 
not acquire or hold such shares in the course of carrying on a business of trading or dealing in securities and has not 
acquired them in one or more transactions considered to be an adventure or concern in the nature of trade. 

This summary assumes that our company is not and will not become, at any time, a resident of Canada for 
the purposes of the Tax Act. If our company is (or becomes) resident in Canada for the purposes of the Tax Act, the 
Canadian federal income tax consequences to a Holder will be different in some material respects from those 
described in this summary. 

This summary is not applicable to a holder: (i) that is a “specified financial institution” (as defined in the 
Tax Act), (ii) an interest in which is a “tax shelter investment” (as defined in the Tax Act), (iii) that is a “financial 
institution” for purposes of the “mark-to-market property” rules in the Tax Act, (iv) that reports its “Canadian tax 
results” (as defined in the Tax Act) in a currency other than Canadian currency, (v) in respect of whom our company 
is or will be, at any time, a “foreign affiliate” for the purposes of the Tax Act, (vi) that has or will enter into a 
“derivative forward agreement” or a “dividend rental arrangement” (each as defined in the Tax Act) in respect of the 
class A exchangeable shares or Brookfield Class A Shares, (vii) that is a partnership, or (viii) that is exempt from tax 
under the Tax Act. Such Holders should consult their own tax advisors. This summary does not address the 
deductibility of interest on money borrowed with respect to the class A exchangeable shares or Brookfield Class A 
Shares. 

This summary is based on the current provisions of the Tax Act and the regulations thereunder, and 
counsel’s understanding of the current administrative policies and assessing practices of the CRA published in 
writing prior to the date hereof. This summary takes into account all specific proposals to amend the Tax Act 
publicly announced by or on behalf of the Minister prior to the date hereof (the “Proposed Amendments”) and 
assumes that all Proposed Amendments will be enacted in the form proposed. However, no assurances can be given 
that the Proposed Amendments will be enacted as proposed, or at all. This summary does not otherwise take into 
account or anticipate any changes in law or administrative policy or assessing practice whether by legislative, 
administrative or judicial action or decision, nor does it take into account tax legislation or considerations of any 
province, territory or foreign jurisdiction, which may differ from those discussed herein. 

This summary is of a general nature only and is not, and is not intended to be, nor should it be 
construed to be, legal or tax advice to any particular Holder, and no representations concerning the tax 
consequences to any particular Holder or prospective Holder are made. This summary is not exhaustive of all 
Canadian federal income tax considerations. Accordingly, Holders and prospective Holders should consult 
their own tax advisors with respect to an investment in the class A exchangeable shares having regard to their 
own particular circumstances. 

Generally, for purposes of the Tax Act, all amounts relating to the acquisition, holding or disposition or 
deemed disposition of class A exchangeable shares or Brookfield Class A Shares must be expressed in Canadian 
currency. Amounts denominated in another currency must be converted into Canadian currency using the applicable 
rate of exchange (pursuant to the Tax Act) quoted by the Bank of Canada on the date such amounts arose, or such 
other rate of exchange as is acceptable to the CRA. 
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Taxation of Holders Resident in Canada

The following portion of the summary is applicable to a Holder who, at all relevant times is resident or is 
deemed to be resident in Canada under the Tax Act (a “Resident Holder”). 

Certain Holders whose Brookfield Class A Shares might not otherwise qualify as capital property may be 
entitled to make the irrevocable election permitted by subsection 39(4) of the Tax Act, the effect of which may be to 
deem any such Brookfield Class A Shares (and all other “Canadian securities”, as defined in the Tax Act) owned by 
such Holder to be capital property in the taxation year in which the election is made and in all subsequent taxation 
years. Holders whose Brookfield Class A Shares might not otherwise be considered to be capital property should 
consult their own tax advisors concerning this election. The class A exchangeable shares will not be “Canadian 
securities” for the purpose of the irrevocable election under subsection 39(4) of the Tax Act and therefore no such 
election will apply to the class A exchangeable shares. Holders who do not hold the class A exchangeable shares as 
capital property should consult their own tax advisors regarding their particular circumstances.

Holding and Disposing of Class A Exchangeable Shares

Returns of Capital

Any return of capital distributions paid or payable to a Resident Holder in a taxation year on the class A 
exchangeable shares will not be included in computing the Resident Holder’s income but will reduce the adjusted 
cost base of the Resident Holder’s class A exchangeable shares. To the extent that a Resident Holder’s adjusted cost 
base would otherwise be a negative amount, the negative amount will be deemed to be a capital gain realized by the 
Resident Holder and the adjusted cost base of the class A exchangeable shares to the Resident Holder will be nil 
immediately thereafter. The income tax consequences discussed below for Resident Holders under “— Taxation of 
Capital Gains and Capital Losses” will generally apply to any such deemed capital gains realized by the Resident 
Holder.

Dividends

The full amount of dividends received (or deemed to be received) on the class A exchangeable shares by a 
Resident Holder who is an individual (other than certain trusts) will be included in computing the Resident Holder’s 
income and will not be subject to the gross-up and dividend tax credit rules normally applicable under the Tax Act to 
taxable dividends received from “taxable Canadian corporations” (as defined in the Tax Act). Dividends received by 
an individual (other than certain trusts) may give rise to alternative minimum tax under the Tax Act, depending on 
the individual’s circumstances.

Dividends received on the class A exchangeable shares by a Resident Holder that is a corporation will be 
included in computing the corporate Resident Holder’s income and such Resident Holder will not be entitled to the 
inter-corporate dividend deduction in computing taxable income which generally applies to dividends received from 
taxable Canadian corporations. 

A Resident Holder that is throughout the relevant taxation year a Canadian-controlled private corporation 
may be liable to pay an additional refundable tax on its “aggregate investment income”, which is defined in the Tax 
Act to include dividends or deemed dividends that are not deductible in computing taxable income. The additional 
tax and refund mechanism in respect of “aggregate investment income” would also apply to “substantive CCPCs”, 
as defined in the Proposed Amendments. Resident Holders are advised to consult their own tax advisors in this 
regard. 

Subject to the detailed rules in the Tax Act, a Resident Holder may be entitled to a foreign tax credit or 
deduction for any foreign withholding tax paid with respect to dividends received by the Resident Holder on the 
class A exchangeable shares to the extent and under the circumstances described in the Tax Act. Resident Holders 
should consult their own tax advisors with respect to the availability of a foreign tax credit or deduction having 
regard to their own particular circumstances. 
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Redemptions, Exchanges and Other Dispositions of the Class A Exchangeable Shares 

A Resident Holder who disposes of, or who is deemed to dispose of, a class A exchangeable share, 
including a disposition to our company (whether on a redemption by our company or otherwise) or a disposition to 
Brookfield Corporation (whether on an exchange at the request of the Resident Holder, pursuant to the exercise by 
Brookfield Corporation of its call rights or otherwise), will realize a capital gain (or sustain a capital loss) equal to 
the amount by which the proceeds of disposition exceed (or are exceeded by) the aggregate of the Resident Holder’s 
adjusted cost base of such share and any reasonable costs of disposition. Such capital gain (or capital loss) will be 
subject to the tax treatment described below. 

Where class A exchangeable shares are redeemed by our company or our company is liquidated, dissolved 
or wound-up and the redemption amount or liquidation entitlement, as applicable, is satisfied by our company in 
Brookfield Class A Shares or where Brookfield Corporation satisfies the exchange request of a Resident Holder or 
exercises its call rights in connection with a redemption or liquidation, dissolution or winding-up of our company, as 
applicable, and the consideration for the satisfaction of the exchange request, or the exercise of the call rights, as 
applicable, is satisfied by Brookfield Corporation in Brookfield Class A Shares, the proceeds of disposition will be 
equal to the fair market value, at the time of the acquisition, of the Brookfield Class A Shares acquired by such 
Resident Holder plus the amount of any cash received in lieu of fractional Brookfield Class A Shares. The cost of 
the Brookfield Class A Shares so acquired by the Resident Holder will be averaged with the adjusted cost base of all 
other Brookfield Class A Shares, if any, held by the Resident Holder as capital property at such time for the purpose 
of determining thereafter the adjusted cost base of each Brookfield Class A Share held by the Resident Holder. 

Taxation of Capital Gains and Capital Losses 

In general, one-half of a capital gain realized by a Resident Holder must be included in computing such 
Resident Holder’s income as a taxable capital gain. One-half of a capital loss must be deducted as an allowable 
capital loss against net taxable capital gains realized in the year and any remainder may be deducted against taxable 
capital gains in any of the three preceding taxation years or any subsequent taxation year, to the extent and under the 
circumstances described in the Tax Act. 

Individuals or trusts (other than certain trusts) may be subject to an alternative minimum tax under the Tax 
Act in respect of net capital gains realized by them. 

A Resident Holder that is throughout its taxation year a “Canadian-controlled private corporation” may be 
liable to pay an additional refundable tax on its “aggregate investment income”, which includes an amount in respect 
of net taxable capital gains. The additional tax and refund mechanism in respect of “aggregate investment income” 
would also apply to “substantive CCPCs”, as defined in the Proposed Amendments. Resident Holders are advised to 
consult their own tax advisors in this regard. 

Foreign Property Information Reporting 

Generally, a Resident Holder that is a “specified Canadian entity” (as defined in the Tax Act) for a taxation 
year or a fiscal period and whose total “cost amount” of “specified foreign property” (as such terms are defined in 
the Tax Act), including the class A exchangeable shares, at any time in the year or fiscal period exceeds C$100,000 
will be required to file an information return with the CRA for the year or fiscal period disclosing certain prescribed 
information in respect of such property. Subject to certain exceptions, a Resident Holder generally will be a 
specified Canadian entity. The class A exchangeable shares will be specified foreign property of a Resident Holder 
for these purposes. Penalties may apply where a Resident Holder fails to file the required information return in 
respect of such Resident Holder’s specified foreign property on a timely basis in accordance with the Tax Act. 

The reporting rules in the Tax Act relating to specified foreign property are complex and this summary 
does not purport to address all circumstances in which reporting may be required by a Resident Holder. Resident 
Holders should consult their own tax advisors regarding compliance with the reporting rules contained in the Tax 
Act. 
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Offshore Investment Fund Property 

The “offshore investment fund property rules” (the “OIFP Rules”) in the Tax Act may require a Resident 
Holder to include in income in each taxation year an amount in respect of acquiring, holding or having a class A 
exchangeable share. 

These rules may apply to a Resident Holder in respect of a class A exchangeable share if two conditions are 
satisfied: (a) the value of the class A exchangeable share may reasonably be considered to be derived, directly or 
indirectly, primarily from portfolio investments in: (i) shares of the capital stock of one or more corporations, (ii) 
indebtedness or annuities, (iii) interests in one or more corporations, trusts, partnerships, organizations, funds or 
entities, (iv) commodities, (v) real estate, (vi) Canadian or foreign resource properties, (vii) currency of a country 
other than Canada, (viii) rights or options to acquire or dispose of any of the foregoing, or (ix) any combination of 
the foregoing (collectively, “Investment Assets”); and (b) it may reasonably be concluded, having regard to all the 
circumstances (including certain specified circumstances), that one of the main reasons for the Resident Holder 
acquiring, holding or having a class A exchangeable share was to derive a benefit from portfolio investments in 
Investment Assets in such a manner that the taxes, if any, on the income, profits and gains from such Investment 
Assets for any particular year are significantly less than the tax that would have been applicable under Part I of the 
Tax Act had the income, profits and gains been earned directly by the Resident Holder. 

If applicable, these rules would generally require a Resident Holder to include in income for each taxation 
year in which the Resident Holder owns a class A exchangeable share an imputed return for the taxation year for 
each class A exchangeable share owned that is determined by reference to a prescribed rate of interest plus two 
percent applied to the “designated cost” (as defined in section 94.1 of the Tax Act) of the class A exchangeable 
share less the Resident Holder’s income for the year (other than a capital gain) from the class A exchangeable share 
determined without reference to the OIFP Rules. Any amount required to be included in computing a Resident 
Holder’s income under these provisions will be added to the adjusted cost base and the designated cost to the 
Resident Holder of the class A exchangeable share. 

The OIFP Rules are complex and their application will potentially depend, in part, on the reasons for a 
Resident Holder acquiring, holding or having the class A exchangeable shares. Resident Holders are urged to consult 
their own tax advisors regarding the application and consequences of these rules in their own particular 
circumstances. 

Holding and Disposing of Brookfield Class A Shares 

The following portion of the summary is applicable to a Resident Holder who receives Brookfield Class A 
Shares on a redemption, exchange or other disposition of class A exchangeable shares to our company or Brookfield 
Corporation. 

Dividends

The full amount of dividends received (or deemed to be received) on Brookfield Class A Shares by a 
Resident Holder who is an individual (other than certain trusts) will be included in computing the Resident Holder’s 
income subject to the gross-up and dividend tax credit rules normally applicable under the Tax Act to taxable 
dividends received from taxable Canadian corporations. Such dividends will be eligible for the enhanced gross-up 
and dividend tax credit if Brookfield Corporation designates such dividends as an eligible dividend. Dividends 
received by an individual (other than certain trusts) may give rise to alternative minimum tax under the Tax Act, 
depending on the individual’s circumstances. 
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Subject to the potential application of subsection 55(2) of the Tax Act, dividends received or deemed to be 
received on the Brookfield Class A Shares by a Resident Holder that is a corporation will be included in computing 
the Resident Holder’s income and generally will also be deductible in computing its taxable income. Private 
corporations or subject corporations may be liable to pay a refundable tax under Part IV of the Tax Act on dividends 
received or deemed to be received on the Brookfield Class A Shares to the extent that such dividends are deductible 
in computing taxable income. 

Subsection 55(2) of the Tax Act provides that where a corporate Resident Holder receives a dividend, and 
such dividend is deductible in computing the corporate Resident Holder’s income and is not subject to Part IV tax 
(or is subject to Part IV tax that is refundable as part of the series of transactions that includes the receipt of the 
dividend), all or part of the dividend may in certain circumstances be treated as a capital gain from the disposition of 
a capital property, the taxable portion of which must be included in computing the corporate Resident Holder’s 
income for the year in which the dividend was received. Accordingly, corporate Resident Holders should consult 
their own tax advisors for specific advice with respect to the potential application of this provision. 

A Resident Holder that is throughout its taxation year a “Canadian-controlled private corporation” may be 
liable to pay an additional refundable tax on its “aggregate investment income”, which includes dividends or deemed 
dividends that are not deductible in computing taxable income. The additional tax and refund mechanism in respect 
of “aggregate investment income” would also apply to “substantive CCPCs”, as defined in the Proposed 
Amendments. Resident Holders are advised to consult their own tax advisors in this regard. 

Disposition of Brookfield Class A Shares 

A disposition or deemed disposition of Brookfield Class A Shares (other than to Brookfield Corporation, 
unless purchased by Brookfield Corporation in the open market in the manner in which shares are normally 
purchased by any member of the public in the open market) by a Resident Holder will generally result in a capital 
gain (or a capital loss) equal to the amount by which the proceeds of disposition exceed (or are exceeded by) the 
aggregate of the Resident Holder’s adjusted cost base of such share and any reasonable costs of disposition. For this 
purpose, the adjusted cost base to a Resident Holder of Brookfield Class A Shares will be determined at any time by 
averaging the cost of such Brookfield Class A Shares with the adjusted cost base of any other Brookfield Class A 
Shares owned by the Resident Holder as capital property at that time. 

The tax treatment of such capital gains and capital losses is described above under “— Taxation of Capital 
Gains and Capital Losses”. However, the amount of any capital loss realized by a Resident Holder that is a 
corporation on the disposition of a Brookfield Class A Share may be reduced by the amount of any dividends 
received or deemed to be received by the Resident Holder on such Brookfield Class A Share to the extent and in the 
circumstances prescribed by the Tax Act. Similar rules may apply where a Brookfield Class A Share is owned by a 
partnership or trust of which a corporation, trust or partnership is a member or beneficiary. Such Resident Holders 
should consult their own advisors. 

Eligibility for Investment

Based on the current provisions of the Tax Act and the regulations thereunder, (i) provided that the class A 
exchangeable shares are listed on a “designated stock exchange” (as defined in the Tax Act and which currently 
includes the TSX and the NYSE), the class A exchangeable shares would be a qualified investment under the Tax 
Act for a trust governed by a registered retirement savings plan (“RRSP”), registered retirement income fund 
(“RRIF”), registered education savings plan (“RESP”), registered disability savings plan (“RDSP”), deferred profit 
sharing plan and a tax-free savings account (“TFSA”) (collectively, “Registered Plans”), and (ii) provided that the 
Brookfield Class A Shares are listed on a designated stock exchange, or that Brookfield Corporation is otherwise a 
“public corporation” (as defined in the Tax Act) at the time the Brookfield Class A Shares are acquired in 
connection with a redemption, exchange or other disposition to our company or to Brookfield Corporation, the 
Brookfield Class A Shares, would, at such time, be a qualified investment under the Tax Act for Registered Plans. 
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Notwithstanding that class A exchangeable shares or Brookfield Class A Shares, as applicable, may be a 
qualified investment for a TFSA, RDSP, RRSP, RRIF or RESP, the holder of a TFSA or RDSP, the annuitant of an 
RRSP or RRIF or the subscriber of an RESP, as the case may be, would be subject to a penalty tax in respect of the 
class A exchangeable shares or Brookfield Class A Shares, as applicable, if such class A exchangeable shares or 
Brookfield Class A Shares, as applicable, are a “prohibited investment” for purposes of the Tax Act for such 
Registered Plans. Based on the current provisions of the Tax Act, the class A exchangeable shares and Brookfield 
Class A Shares, as applicable, would not be a prohibited investment for a TFSA, RDSP, RRSP, RRIF or RESP, 
provided that the holder of the TFSA or RDSP, the annuitant of the RRSP or RRIF or the subscriber of the RESP, as 
the case may be, (i) deals at arm’s length with our company or Brookfield Corporation, as applicable, for purposes 
of the Tax Act and (ii) does not have a “significant interest” (as defined in subsection 207.01(4) of the Tax Act) in 
our company or Brookfield Corporation, as applicable. In addition, the class A exchangeable shares and Brookfield 
Class A Shares, as applicable, would not be a prohibited investment if the class A exchangeable shares or Brookfield 
Class A Shares, as applicable, are “excluded property” (as defined in subsection 207.01(1) the Tax Act) for a TFSA, 
RDSP, RRSP, RRIF or RESP. 

Holders who hold or intend to hold the class A exchangeable shares or Brookfield Class A Shares received 
on a redemption, exchange or other disposition of class A exchangeable shares to our company or Brookfield 
Corporation, in a Registered Plan should consult their own tax advisors with respect to the application of these rules 
in their particular circumstances. 

Taxation of Holders not Resident in Canada

The following portion of the summary is generally applicable to a Holder who, at all relevant times, for the 
purposes of the Tax Act, is not, and is not deemed to be, resident in Canada and does not use or hold the class A 
exchangeable shares or Brookfield Class A Shares received on a redemption, exchange or other disposition of class 
A exchangeable shares to our company or Brookfield Corporation in a business carried on in Canada (a “Non-
Resident Holder”). Special rules, which are not discussed in this summary, may apply to a Non-Resident Holder 
that is an insurer that carries on an insurance business in Canada and elsewhere. 

Holding and Disposing of Class A Exchangeable Shares

Returns of Capital

Any return of capital distributions paid or payable to a Non-Resident Holder in a taxation year on the class 
A exchangeable shares will not be subject to Canadian withholding tax or other income tax under the Tax Act but 
will reduce the adjusted cost base of the Non-Resident Holder’s class A exchangeable shares. To the extent that a 
Non-Resident Holder’s adjusted cost base would otherwise be a negative amount, the negative amount will be 
deemed to be a capital gain realized by the Non-Resident Holder and the adjusted cost base of the class A 
exchangeable shares to the Non-Resident Holder will be nil immediately thereafter. 

A Non-Resident Holder will not be subject to tax under the Tax Act on such deemed capital gain realized 
by the Non-Resident Holder unless the class A exchangeable shares constitute “taxable Canadian property” (as 
defined in the Tax Act) of the Non-Resident Holder at that time. The circumstances under which the class A 
exchangeable shares will constitute taxable Canadian property of a Non-Resident Holder and the consequences of 
realizing a capital gain for a Non-Resident Holder are discussed below under “— Redemptions, Exchanges and 
Other Dispositions of the Class A Exchangeable Shares”. Our company has advised counsel that it does not believe 
the class A exchangeable shares will constitute taxable Canadian property as discussed further below under “— 
Taxable Canadian Property”. 

Dividends

Dividends paid in respect of class A exchangeable shares to a Non-Resident Holder will not be subject to 
Canadian withholding tax or other income tax under the Tax Act. 
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Redemptions, Exchanges and Other Dispositions of the Class A Exchangeable Shares

A Non-Resident Holder will not be subject to tax under the Tax Act on a disposition or deemed disposition 
of a class A exchangeable share, including a disposition to our company (whether on a redemption by our company 
or otherwise) or a disposition to Brookfield Corporation (whether on an exchange at the request of the Non-Resident 
Holder, pursuant to the exercise by Brookfield Corporation of its call rights or otherwise), unless the class A 
exchangeable share constitutes taxable Canadian property of the Non-Resident Holder at the time of the disposition 
or deemed disposition. The circumstances under which the class A exchangeable shares will constitute taxable 
Canadian property of a Non-Resident Holder are discussed below. Our company has advised counsel that it does not 
believe the class A exchangeable shares will constitute taxable Canadian property, as discussed further below under 
“— Taxable Canadian Property”. 

In the event that the class A exchangeable share constitutes taxable Canadian property of a Non-Resident 
Holder and any capital gain that would be realized on the disposition (or deemed disposition) thereof is not exempt 
from tax under the Tax Act pursuant to an applicable income tax treaty or convention between Canada and the 
country in which the Non-Resident Holder is resident, then the income tax consequences discussed above for 
Resident Holders under “Taxation of Holders Resident in Canada — Redemptions, Exchanges and Other 
Dispositions of the Class A Exchangeable Shares” will generally apply to the Non-Resident Holder. 

Where class A exchangeable shares are redeemed by our company or our company is liquidated, dissolved 
or wound-up and the redemption amount or liquidation amount, as applicable, is satisfied by our company in 
Brookfield Class A Shares or where Brookfield Corporation satisfies the exchange request of a Non-Resident Holder 
or exercises its call rights in connection with such redemption or liquidation, dissolution or winding-up of our 
company, as applicable, and the consideration for the satisfaction of the exchange request, or exercise of the call 
rights, as applicable, is satisfied by Brookfield Corporation in Brookfield Class A Shares, the proceeds of disposition 
will be equal to the fair market value, at the time of the acquisition, of the Brookfield Class A Shares acquired by 
such Non-Resident Holder plus the amount of any cash received in lieu of fractional Brookfield Class A Shares. The 
cost of the Brookfield Class A Shares so acquired by the Non-Resident Holder will be equal to the fair market value 
thereof at the time of the acquisition. The cost of the Brookfield Class A Shares so acquired will be averaged with 
the adjusted cost base of all other Brookfield Class A Shares, if any, held by the Non-Resident Holder as capital 
property at such time for the purpose of determining thereafter the adjusted cost base of each Brookfield Class A 
Share held by the Non-Resident Holder. 

Holding and Disposing of Brookfield Class A Shares

The following portion of the summary applies to a Non-Resident Holder who receives Brookfield Class A 
Shares on a redemption, exchange or other disposition of class A exchangeable shares to our company or Brookfield 
Corporation. 

Dividends

Dividends paid or credited (or deemed to be paid or credited) on Brookfield Class A Shares by Brookfield 
Corporation to a Non-Resident Holder will be subject to Canadian withholding tax at the rate of 25%, subject to a 
possible reduction under the terms of an applicable income tax treaty or convention. For example, the rate of 
withholding tax applicable to a dividend paid on a Brookfield Class A Share to a Non-Resident Holder who (i) is a 
resident of the United States for purposes of the Canada-United States Income Tax Convention (1980), as amended 
(the “Convention”), and (ii) beneficially owns the dividend and is fully entitled to the benefits of the Convention, 
will generally be reduced to 15% (or 5% in certain cases where such Non-Resident Holder is a corporation that 
beneficially owns at least 10% of Brookfield Corporation’s voting shares). Non-Resident Holders should consult 
their own tax advisors in this regard. 
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Disposition of Brookfield Class A Shares

A Non-Resident Holder will not be subject to tax under the Tax Act on any capital gain realized on a 
disposition or deemed disposition of a Brookfield Class A Share, unless the Brookfield Class A Share constitutes 
taxable Canadian property of the Non-Resident Holder for purposes of the Tax Act at the time of the disposition or 
deemed disposition and the Non-Resident Holder is not entitled to relief under an applicable income tax convention 
between Canada and the country in which the Non-Resident Holder is resident.

The circumstances under which a Brookfield Class A Share will constitute taxable Canadian property of a 
Non-Resident Holder are discussed below. Brookfield Corporation has advised counsel that it does not believe the 
Brookfield Class A Shares will constitute taxable Canadian property, as discussed further below under “— Taxable 
Canadian Property”.

In the event that the Brookfield Class A Share constitutes taxable Canadian property of a Non-Resident 
Holder and any capital gain that would be realized on the disposition thereof is not exempt from tax under the Tax 
Act pursuant to an applicable income tax treaty or convention between Canada and the country in which the Non-
Resident Holder is resident, then the income tax consequences discussed above for Resident Holders under 
“Taxation of Holders Resident in Canada — Holding and Disposing of Brookfield Class A Shares – Disposition of 
Brookfield Class A Shares” will generally apply to the Non-Resident Holder.

Taxable Canadian Property

Provided that the class A exchangeable shares or Brookfield Class A Shares, as applicable, are listed on a 
“designated stock exchange” (as defined in the Tax Act and which currently includes the TSX and the NYSE), the 
class A exchangeable shares or Brookfield Class A Shares, as applicable, will generally not constitute taxable 
Canadian property of a Non-Resident Holder at a particular time unless, at any time during the sixty-month period 
immediately preceding that time, the following two conditions are met concurrently: (a) 25% or more of the issued 
shares of any class of our company or Brookfield Corporation, as applicable, were owned by or belonged to one or 
any combination of (i) the Non-Resident Holder, (ii) persons with whom the Non-Resident Holder did not deal at 
arm’s length, and (iii) partnerships in which the Non-Resident Holder or persons with whom the Non-Resident 
Holder did not deal at arm’s length holds a membership interest, directly or indirectly through one or more other 
partnerships; and (b) more than 50% of the fair market value of the class A exchangeable shares or Brookfield Class 
A Shares, as applicable, was derived directly or indirectly from one or any combination of: (i) real or immovable 
property situated in Canada, (ii) “Canadian resource properties” (as defined in the Tax Act), (iii) “timber resource 
properties” (as defined in the Tax Act), and (iv) options in respect of, or interests or rights in, property described in 
(i) to (iii), whether or not the property exists. Notwithstanding the foregoing, in certain circumstances set out in the 
Tax Act, the class A exchangeable shares or Brookfield Class A Shares may be deemed to be taxable Canadian 
property of a Non-Resident Holder. 

Our company and Brookfield Corporation have advised counsel that they do not believe the class A 
exchangeable shares or Brookfield Class A Shares, as applicable, will constitute taxable Canadian property at any 
relevant time because none of the conditions in (b) above are expected to be met at any relevant time.

10.F DIVIDENDS AND PAYING AGENTS

Not applicable.

10.G STATEMENT OF EXPERTS

Not applicable.
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10.H DOCUMENTS ON DISPLAY

Any statement in this Form 20-F about any of our contracts or other documents is not necessarily complete. 
If the contract or document is filed as an exhibit to this Form 20-F the contract or document is deemed to modify the 
description contained in this Form 20-F. You must review the exhibits themselves for a complete description of the 
contract or document.

As a foreign private issuer under the SEC’s regulations, we will file annual reports on a Form 20-F and 
other reports on Form 6-K. The information disclosed in our reports may be less extensive than that required to be 
disclosed in annual and quarterly reports on Forms 10-K and 10-Q required to be filed with the SEC by U.S. issuers. 
Moreover, as a foreign private issuer, we will not be subject to the proxy requirements under Section 14 of the 
Exchange Act, and our directors and principal shareholders are not subject to the insider short swing profit reporting 
and recovery rules under Section 16 of the Exchange Act.

The contracts and other documents referred to in this Form 20-F, and our SEC filings are and will be 
available on our EDGAR profile at www.sec.gov, and certain of these documents are also available on our website 
at bnre.brookfield.com.

In addition, our company is required to file documents required by Canadian securities laws electronically 
with Canadian securities regulatory authorities and these filings are available on our SEDAR profile at 
www.sedar.com. Written requests for such documents should be directed to Corporate Secretary at Ideation House, 
First Floor, 94 Pitts Bay Road, Pembroke, HM08, Bermuda, Tel: +1 (441)-405-7811.

Brookfield Corporation is subject to the information and periodic reporting requirements of the U.S. 
Exchange Act and fulfills the obligations with respect to those requirements by filing reports with the SEC. 
Brookfield Corporation also is required to file documents with the securities regulatory authority in each of the 
provinces and territories in Canada. Annual reports, quarterly reports, period reports on Form 6-K Interactive Data 
Files and other SEC filings for Brookfield Corporation are available and may be accessed free of charge through the 
Investors section of its Internet website under the “Reports & Filings” subsection, as soon as reasonably practicable 
after those documents are filed with, or furnished to, the SEC. The SEC maintains an Internet site that contains 
reports, proxy and information statements, and other information regarding issuers that file electronically with the 
SEC, which can be accessed at www.sec.gov. In addition, Brookfield Corporation’s filings are electronically 
available from SEDAR, at www.sedar.com. The information found on, or accessible through, the website set forth 
above is not incorporated into and does not form a part of this Form 20-F.

10.I SUBSIDIARY INFORMATION

Not applicable.

ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

See the information contained in this Form 20-F under Item 5.A “Operating Results — Risk Management 
and Financial Instruments”.

ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURITIES

Not applicable.
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PART II

ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES

None.

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HOLDERS AND USE 
OF PROCEEDS

Not applicable.

ITEM 15. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

As of December 31, 2022, an evaluation of the effectiveness of our “disclosure controls and 
procedures” (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) was carried out under the 
supervision and with the participation of persons performing the functions of principal executive and principal 
financial officers for us and the Service Providers. Based upon that evaluation, the persons performing the functions 
of principal executive and principal financial officers for us have concluded that, as of December 31, 2022, our 
disclosure controls and procedures were effective.

It should be noted that while our management, including persons performing the functions of principal 
executive and principal financial officers for us, believe our disclosure controls and procedures provide a reasonable 
level of assurance that such controls and procedures are effective, they do not expect that our disclosure controls and 
procedures or internal controls will prevent all error and all fraud. A control system, no matter how well conceived 
or operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met.

Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting, as such term is defined in Rule 13a-15(f) under the Exchange Act. Under the supervision and with the 
participation of our management, including persons performing the functions of principal executive and principal 
financial officers for us, we conducted an evaluation of the effectiveness of our internal control over financial 
reporting as of December 31, 2022, based on the criteria set forth in Internal Control—Integrated Framework (2013) 
issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on evaluation under 
Internal Control—Integrated Framework, our management concluded that our internal control over financial 
reporting was effective as of December 31, 2022. Excluded from our evaluation were internal controls over financial 
reporting at American National, for which control was acquired on May 25, 2022. The financial statements of this 
entity constitute approximately 68% of total assets, 44% of revenues and 56% of net income of the consolidated 
financial statement amounts as of and for the year ended December 31, 2022.

Internal control systems, no matter how well designed, have inherent limitations. Therefore, even those 
systems determined to be effective can provide only reasonable assurance with respect to financial statement 
preparation and presentation. Also, projections of any evaluation of effectiveness to future periods are subject to the 
risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with 
the policies or procedures may deteriorate.

Report of Independent Registered Public Accounting Firm

The effectiveness of our internal control over financial reporting as of December 31, 2022 has been audited 
by Deloitte LLP, Independent Registered Public Accounting Firm, who have also audited the financial statements of 
our company, as stated in their reports which are included herein.

Page 213



Changes in Internal Control

There was no change in our internal control over financial reporting during the year ended December 31, 
2022, that has materially affected, or is reasonably likely to materially affect, our internal control over financial 
reporting.

ITEM 16. [RESERVED]

16.A AUDIT COMMITTEE FINANCIAL EXPERT

Our board of directors has determined that Lars Rodert possesses specific accounting and financial 
management expertise and that he is the audit committee financial expert as defined by the SEC, and that he is 
independent within the meaning of the rules of the NYSE. Our board of directors has also determined that other 
members of the Audit Committee have sufficient experience and ability in finance and compliance matters to enable 
them to adequately discharge their responsibilities.

16.B CODE OF ETHICS

Our board has adopted the Code of Business Conduct and Ethics, a copy of which is available on our 
company’s SEDAR profile at www.sedar.com and EDGAR profile at www.sec.gov and is available on our website 
at https://bnre.brookfield.com/sites/brookfield-bnre/files/bnre/corporate-governance/governance-documents/code-of-
business-conduct-and-ethics. See Item 6.C “Board Practices — Code of Business Conduct and Ethics”.

16.C PRINCIPAL ACCOUNTANT FEES AND SERVICES

Our company has retained Deloitte LLP (PCAOB ID No. 1208) to act as our company’s principle 
accountant.

The table below summarizes the fees for professional services rendered by Deloitte LLP for the audit of our 
annual financial statements for the year ended December 31, 2022 and December 31, 2021. A majority of the fees to 
Deloitte LLP are billed and settled in Canadian dollars. In order to provide comparability with our company’s 
financial statements, which are reported in U.S. dollars, all Canadian dollar amounts in the table have been 
converted to U.S. dollars at an average annual rate. 

(MILLIONS) 2022 2021
Audit Fees (1)

    ................................................................................................................. $9.4 $2.1
Tax Fees (2)

    .................................................................................................................... 0.4  — 
__________________________

(1) Audit fees include fees for the audit of our annual consolidated financial statements, internal control over financing reporting and interim 
reviews of the consolidated financial statements included in our quarterly interim reports. This fee also includes fees for the audit or review 
of financial statements for certain of our subsidiaries.

(2) Tax fees are principally for assistance in tax compliance and tax advisory services. 

Our Audit Committee pre-approves all audit and non-audit services provided to our company by Deloitte 
LLP.

16.D EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COMMITTEE

None.
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16.E PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASERS

Our company may from time-to-time, subject to applicable law, purchase class A exchangeable shares for 
cancellation in the open market, provided that any necessary approval has been obtained. For the year ended 
December 31, 2022, no such purchases was made.

16.F CHANGE IN REGISTRANT’S CERTIFYING ACCOUNTANT

None.

16.G CORPORATE GOVERNANCE

We believe our corporate governance practices are not materially different from those required of U.S. 
domestic corporations under NYSE listing standards.

16.H MINE SAFETY DISCLOSURE

Not applicable.

16.I DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS

Not applicable.

Page 215



PART III

ITEM 17. FINANCIAL STATEMENTS

Not applicable.

ITEM 18. FINANCIAL STATEMENTS

See our financial statements beginning on page F-1, which are filed as part of this Form 20-F.

ITEM 19. EXHIBITS

1.1 Certificate of Incorporation and Memorandum of Association of Brookfield Reinsurance Ltd. (incorporated by 
reference to Exhibit 3.1 of our company’s Form F-1 filed with the SEC on April 1, 2021)

1.2 Second Amended & Restated Bye-laws of Brookfield Reinsurance Ltd., dated June 24, 2022 (incorporated by 
reference to Exhibit 3.1 of our company’s Form 6-K filed with the SEC on June 28, 2022)

1.3 Certificate of Name Change of Brookfield Reinsurance Ltd., dated December 9, 2022 (incorporated by reference to 
Exhibit 99.1 of our company’s Form 6-K filed with the SEC on December 15, 2022)

1.4 Amended and Restated Certificate of Designation of Class A Junior Preferred Shares, Series 1 of Brookfield 
Reinsurance Ltd. (incorporated by reference to Exhibit 99.1 of our company’s Form 6-K filed with the SEC on 
November 1, 2022)

1.5 Certificate of Designate of Class A Junior Preferred Shares, Series 2 of Brookfield Reinsurance Ltd. (incorporated 
by reference to Exhibit 99.1 of our company’s Form 6-K filed with the SEC on December 15, 2022)

2.1 Description of Securities*

4.1 Amended and Restated Rights Agreement, dated March 21, 2023, by and among Brookfield Corporation, 
Brookfield Reinsurance Ltd. and Wilmington Trust, National Association*

4.2 Amended and Restated Administration Agreement, dated August 5, 2022, by and between Brookfield Corporation 
and Brookfield Reinsurance Ltd. (incorporated by reference to Exhibit 99.1 of our company’s Form 6-K filed with 
the SEC on August 11, 2022)

4.3 Equity Commitment Agreement, dated June 28, 2021, by and between Brookfield Corporation and Brookfield 
Reinsurance Ltd. (incorporated by reference to Exhibit 99.3 of our company’s Form 6-K filed with the SEC on June 
29, 2021)

4.4 Trademark Sublicence Agreement, dated June 28, 2021, by and between Brookfield Corporation and Brookfield 
Reinsurance Ltd. (incorporated by reference to Exhibit 99.4 of our company’s Form 6-K filed with the SEC on June 
29, 2021)

4.5 Amended and Restated Support Agreement, dated March 21, 2023, by and between Brookfield Corporation and 
Brookfield Reinsurance Ltd.*

4.6 Credit Agreement, effective as of June 28, 2021, by and among BAM Re Holdings Ltd., North End Re (Cayman) 
SPC, North End Re Ltd. and Brookfield Annuity Company as Borrowers, BAM Re Holdings Ltd. as Guarantor and 
Brookfield US Holdings Inc. and Brookfield International Holdings Inc. as Lenders (incorporated by reference to 
Exhibit 99.6 of our company’s Form 6-K filed with the SEC on June 29, 2021)
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4.7 Amendment to Investment Agreement, dated June 10, 2021, by and among Brookfield Corporation, Brookfield 
Reinsurance Ltd., North End Re (Cayman) SPC and American Equity Investment Life Holding Company 
(incorporated by reference to Exhibit 99.7 of our company’s Form 6-K filed with the SEC on June 29, 2021)

4.8 Investment Agreement, dated October 17, 2020, by and among American Equity Investment Life Holding 
Company, Brookfield Corporation and Burgundy Acquisitions I Ltd. (incorporated by reference to Exhibit 10.7 of 
our company’s Form F-1 filed with the SEC on April 1, 2021)

4.9 Assignment Agreement, Consent and Waiver in Anticipation of Regulatory Form A Filing, dated February 28, 
2021, by and among Brookfield Corporation, Burgundy Acquisitions I Ltd., Brookfield Reinsurance Ltd., North 
End Re (Cayman) SPC and American Equity Investment Life Holding Company (incorporated by reference to 
Exhibit 10.8 of our company’s Form F-1 filed with the SEC on April 1, 2021)

4.10 Agreement and Plan of Merger, dated February 8, 2023, by and among Brookfield Reinsurance Ltd., BNRE 
Bermuda Merger Sub Ltd. and Argo Group International Holdings Ltd. (incorporated by reference to Exhibit 2.1 of 
our company’s Form 6-K filed with the SEC on February 9, 2023)

8.1 List of Subsidiaries of Brookfield Reinsurance Ltd. (incorporated by reference to Item 4.C, “Organizational 
Structure”)

12.1 Certification of Sachin Shah, Chief Executive Officer of Brookfield Reinsurance Ltd., pursuant to Section 302 of 
the Sarbanes Oxley Act of 2002*

12.2 Certification of Thomas Corbett, Chief Financial Officer of Brookfield Reinsurance Ltd., pursuant to Section 302 of 
the Sarbanes Oxley Act of 2002*

13.1 Certification of Sachin Shah, Chief Executive Officer of Brookfield Reinsurance Ltd., pursuant to 18 U.S.C. 
Section 1350, as adopted to Section 906 of the Sarbanes Oxley Act of 2002*

13.2 Certification of Thomas Corbett, Chief Financial Officer of Brookfield Reinsurance Ltd., pursuant to 18 U.S.C. 
Section 1350, as adopted to Section 906 of the Sarbanes Oxley Act of 2002*

* Filed electronically herewith.
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SIGNATURE

The registrant hereby certifies that it meets all of the requirements for filing this Form 20-F and that it has 
duly caused and authorized the undersigned to sign this Form 20-F on its behalf.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and the Board of Directors of Brookfield Reinsurance Ltd. 

Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of Brookfield Reinsurance Ltd. and subsidiaries (the 
“Company”) as of December 31, 2022, based on criteria established in Internal Control — Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our opinion, 
the Company maintained, in all material respects, effective internal control over financial reporting as of December 
31, 2022, based on criteria established in Internal Control — Integrated Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the combined consolidated financial statements as of and for the year ended December 31, 2022, 
of the Company and our report dated March 31, 2023, expressed an unqualified opinion on those financial 
statements.

As described in Management’s Annual Report on Internal Control over Financial Reporting, management excluded 
from its assessment the internal control over financial reporting at American National Group, LLC, which was 
acquired on May 25, 2022, and whose financial statements constitute 68% of total assets, 44% of revenues, and 56% 
of net income of the combined consolidated financial statement amounts as of and for the year ended December 31, 
2022. Accordingly, our audit did not include the internal control over financial reporting at American National 
Group, LLC.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and 
for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying 
Management’s Annual Report on Internal Control over Financial Reporting. Our responsibility is to express an 
opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting 
firm registered with the 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 audit in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting 
was maintained in all material respects. Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial statements.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. 
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate.

/s/ Deloitte LLP

Chartered Professional Accountants
Licensed Public Accountants 
Toronto, Canada 
March 31, 2023
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and the Board of Directors of Brookfield Reinsurance Ltd.

Opinion on the Financial Statements

We have audited the accompanying combined consolidated statements of financial position of Brookfield 
Reinsurance Ltd. and subsidiaries (the “Company”) as of December 31, 2022 and 2021, 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, 2022, and the related notes, and the schedule of the Condensed 
Financial Statements of Brookfield Reinsurance 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, 2022 and 2021, and its financial performance and its cash flows for each of the three years in the 
period ended December 31, 2022, in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the Company's internal control over financial reporting as of December 31, 2022, based on 
criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated March 31, 2023, expressed an unqualified opinion 
on the Company's internal control over financial reporting.

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 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. 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.

American National Insurance Company Acquisition – Future policy benefits – Refer to Notes 2 and 3 to the 
financial statements

Critical Audit Matter Description

The Company acquired 100% of the equity of American National Insurance Company (“American National”) and 
recognized an estimate of the initial fair value of net assets acquired, including future policy benefits. The estimate 
of the assumed future policy benefits required the use of complex valuation models using best estimate assumptions. 
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While there were a number of estimates and assumptions required to determine the initial fair value of the future 
policy benefits, the assumptions with the greatest estimation uncertainty are those related to discount rates, net to 
gross premium ratio and mortality assumptions. Auditing of certain valuation models 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 the valuation models and assumptions related to discount rates, net to gross premium 
ratio and mortality as it relates to the assumed future policy benefits included the following, among others:

• With the assistance of actuarial specialists, tested the reasonableness of valuation assumptions, by:

◦ Evaluating whether management’s assumptions were determined in accordance with actuarial 
principles and practices;

◦ Testing the inputs used in the determination of discount rates, net to gross premium and mortality 
assumptions, including an assessment of the use of experience studies, and considering industry 
and other external sources of data, where applicable; 

◦ Analyzing management’s interpretation and judgments based on the relative inputs, considering 
reasonable possible alternative assumptions, and considering industry and other external sources 
of data, where applicable.

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

◦ Testing the accuracy of the actuarial models for implementation of key assumptions and valuation 
methodology;

◦ 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; and,

◦ Calculating an independent estimate of the insurance contract liability for a sample of insurance 
policies and comparing the results to the Company’s results.

Future Policy Benefits — Refer to Notes 2(aa) and 13 to the financial statements

Critical Audit Matter Description

The Company has significant future policy benefits representing the majority of its total liabilities. The Company 
uses different actuarial methodologies to determine future policy benefits 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 future policy benefits, excluding 
businesses acquired in the year, 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
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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, tested the reasonableness of mortality and policyholder 
behaviour assumptions, by:

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

◦ Testing inputs used in the determination of the mortality and policyholder behaviour assumptions; 
and,

◦ 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.

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

◦ Testing the accuracy of the actuarial models for implementation of key assumptions and valuation 
methodology;

◦ 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; and,

◦ Calculating an independent estimate of the insurance contract liability for a sample of insurance 
policies and comparing the results to the Company’s results.

/s/ Deloitte LLP

Chartered Professional Accountants
Licensed Public Accountants 
Toronto, Canada 
March 31, 2023

We have served as the Company’s auditor since 2016. 
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COMBINED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS AT DEC. 31
US$ MILLIONS Note 2022 2021
Assets

Cash and cash equivalents      ....................................................................... 4 $ 2,145 $ 393 
Investments  .............................................................................................. 4  28,098  4,943 
Accrued investment income     ....................................................................  341  21 
Premiums due and other receivables  .......................................................  436  — 
Reinsurance funds withheld   ..................................................................... 5  5,610  4,650 
Derivative assets  ...................................................................................... 4  44  146 
Deferred tax asset     .................................................................................... 19  531  20 
Property and equipment  ........................................................................... 6  194  2 
Prepaid pension   ........................................................................................ 25  154  — 
Equity accounted investments      ................................................................. 7  1,673  344 
Deferred acquisition costs      ....................................................................... 8  1,732  776 
Reinsurance assets     ................................................................................... 13,14  570  169 
Investment properties     ............................................................................. 9  562  — 
Other assets   .............................................................................................. 10  262  29 
Goodwill     ................................................................................................. 3,11  102  — 
Separate account assets    ........................................................................... 12  1,045  — 

Total assets     ..................................................................................................  43,499  11,493 
Liabilities

Future policy benefits    .............................................................................. 13  15,771  8,497 
Policyholders' account balances     .............................................................. 13  14,310  — 
Policy and contract claims    ....................................................................... 14  1,786  — 
Unearned premium reserve   ......................................................................  1,086  — 
Due to related parties   ............................................................................... 23  309  467 
Reinsurance payable   ................................................................................  90  75 
Derivative liabilities      ................................................................................ 4  38  1 
Other policyholder funds       .........................................................................  322  — 
Notes payable      .......................................................................................... 4  151  — 
Corporate borrowings      .............................................................................. 16  2,160  693 
Subsidiary borrowings      ............................................................................. 16  1,492  — 
Deferred revenue    .....................................................................................  78  82 
Liabilities issued to reinsurance entities     ..................................................  151  167 
Funds withheld liabilities   ......................................................................... 4  10  12 
Preferred shares    ....................................................................................... 20  2,512  — 
Other liabilities     ........................................................................................ 17  731  64 
Separate account liabilities    ...................................................................... 12  1,045  — 

Total liabilities      ............................................................................................  42,042  10,058 
Equity

Class A exchangeable and Class B  ..........................................................  432  539 
Class C     .....................................................................................................  1,017  896 
Non-controlling interests     .........................................................................  8  — 

Total equity      .................................................................................................  1,457  1,435 
Total liabilities and equity     ......................................................................... $ 43,499 $ 11,493 

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 Note 2022 2021 2020
Premiums

Gross     ................................................................................ $ 4,910 $ 7,163 $ 431 
Ceded     ...............................................................................  (650)  (1)  (1) 

Net premiums   ...................................................................  4,260  7,162  430 
Other policy revenue    ..........................................................  224  —  — 
Net investment income   ...................................................... 4  336  1  84 
Net investment results from funds withheld    ...................... 4  281  78  — 
Total revenues    ..................................................................  5,101  7,241  514 

Income from equity accounted investments    .................. 7  222  8  — 

Benefits and claims paid on insurance contracts 14
Gross     ................................................................................  2,019  310  63 
Ceded     ...............................................................................  (384)  (18)  (25) 

Change in future policy benefits 13
Gross     ................................................................................  2,150  6,958  457 
Ceded     ...............................................................................  39  22  11 

Interest credited to policyholders' account balances      ..........  156  —  — 
Commissions for acquiring and servicing policies      ............  412  —  — 
Changes in deferred acquisition costs   ................................ 8  (383)  (44)  — 
Other reinsurance expenses   ................................................  125  19  — 
Operating expenses    ............................................................ 18  433  35  6 
Interest expense     ..................................................................  196  9  — 
Total benefits and expenses     .............................................  4,763  7,291  512 
Net income (loss) before income taxes  ............................  560  (42)  2 
Current tax expense  ............................................................ 19  (21)  —  (1) 
Deferred tax expense  .......................................................... 19  (47)  (2)  — 
Net income (loss) for the year  .......................................... $ 492 $ (44) $ 1 
Attributable to:
Brookfield Corporation1

   .....................................................  —  5  1 
Class A exchangeable and Class B shareholders2

     ..............  6  3  — 
Class C shareholders2

   .........................................................  484  (52)  — 
Non-controlling interests   ....................................................  2  —  — 

$ 492 $ (44) $ 1 
Net income (loss) per class C share  .................................
Basic   ................................................................................... 21 $ 15.68 $ (2.58) 

1. For the periods prior to June 28, 2021. See Note 1(b).
2. For the periods June 28, 2021 onward. 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 COMPREHENSIVE INCOME (LOSS)

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS Note 2022 2021 2020
Net income (loss)    .............................................................. $ 492 $ (44) $ 1 
Other comprehensive income (loss) that will be 
reclassified to net income (loss)

Equity accounted other comprehensive income (loss)   7  —  44  — 
Net unrealized loss on available for sale securities    .....  (1,009)  (55)  1 
Net realized gain on derivatives      ..................................  29  —  — 
Income tax recovery (expense)   .................................... 19  186  —  — 
Foreign currency translation  ........................................  (19)  (4)  2 

Other comprehensive income (loss) that will not be 
reclassified to net income (loss)

Defined benefit pension plan adjustment      .................... 25  (12)  —  — 
Income tax recovery      .................................................... 19  2  —  — 

Total other comprehensive (loss) income   .....................  (823)  (15)  3 
Comprehensive (loss) income       ....................................... $ (331) $ (59) $ 4 

Attributable to:
Brookfield Corporation1

    ...................................................  —  6  4 
Class A & B Shareholders2

   ...............................................  6  3  — 
Class C Shareholders2

    .......................................................  (339)  (68)  — 
Non-controlling interests  ..................................................  2  —  — 

$ (331) $ (59) $ 4 

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

Class A exchangeable and Class B shareholders Class C shareholders

AS AT AND FOR THE YEAR ENDED
DEC. 31 2022
US$ MILLIONS Share Capital

Accumulated 
Surplus 

Accumulated Other 
Comprehensive 
Income (Loss)

Class A 
exchangeable and 

Class B 
shareholders

Share 
Capital

Accumulated 
Surplus (Deficit)

Accumulated 
Other 

Comprehensive 
Loss

Class C 
shareholders

Non-
controlling 

interests
Total 

Equity
Balance as at January 1, 2022    ...................... $ 536 $ 3 $ — $ 539 $ 963 $ (51) $ (16) $ 896 $ — $ 1,435 
Changes in the year:

Net income    .................................................  —  6  —  6  —  484  —  484  2  492 
Other comprehensive loss    ...........................  —  —  —  —  —  (823)  (823)  —  (823) 

Comprehensive income (loss)  .........................  —  6  —  6  —  484  (823)  (339)  2  (331) 
Other items:

Equity issuances      .........................................  —  —  —  —  450  —  —  450  11  461 
     Distributions1

   ..............................................  (59)  —  —  (59)  —  —  —  —  (5)  (64) 
Derecognition of equity accounted 
investments    ................................................  —  —  —  —  —  —  (44)  (44)  — $ (44) 

     Other    ...........................................................  (54)  —  —  (54)  54  —  —  54  —  — 
Total change in the year      ..................................  (113)  6  —  (107)  504  484  (867)  121  8  22 
Balance as at December 31, 2022       ................. $ 423 $ 9 $ — $ 432 $ 1,467 $ 433 $ (883) $ 1,017 $ 8 $ 1,457 

1. The company distributed $0.14 in the form of a return of capital per each Class A exchangeable and Class B share in each quarter of 2022. In addition, the company completed a special distribution of shares of Brookfield Asset Management Ltd. (the “Manager shares”) to the holders of the company’s class A 
exchangeable shares and class B shares in the amount of $5.481 per share in the fourth quarter of 2022.

The accompanying notes are an integral part of the combined consolidated financial statements.
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COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)
Brookfield Corporation Class A exchangeable and Class B shareholders Class C shareholders

AS AT AND FOR THE YEAR ENDED
DEC. 31 2021
US$ MILLIONS

Share 
Capital

Accumulated 
Surplus

Accumulated 
Other 

Comprehensive 
Income

Brookfield 
Corporation

Share 
Capital

Accumulated 
Surplus

Accumulated 
Other 

Comprehensive 
Income

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income

Class C 
shareholders

Non-
controlling 

interests
Total 

Equity
Balance as at January 1, 2021   .... $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ — $ 83 
Changes in the year:

Net income (loss)      .....................  —  5  —  5  —  3  —  3  —  (52)  —  (52)  —  (44) 
Other comprehensive income 
(loss)  ........................................  —  —  1  1  —  —  —  —  —  —  (16)  (16)  —  (15) 

Comprehensive income   .................  —  5  1  6  —  3  —  3  —  (52)  (16)  (68)  —  (59) 
Other items:

Equity issuances / 
Reorganization1

    ........................  (78)  —  —  (78)  539  —  —  539  963  —  —  963  —  1,424 
     Return of capital2

  ......................  —  —  —  —  (3)  —  —  (3)  —  —  —  —  —  (3) 
Common control transaction 
adjustments3

 ..............................  —  (6)  (5)  (11)  —  —  —  —  —  1  —  1  —  (10) 
Total change in the year    ................  (78)  (1)  (4)  (83)  536  3  —  539  963  (51)  (16)  896  —  1,352 
Balance as at December 31, 
2021   ............................................... $ — $ — $ — $ — $ 536 $ 3 $ — $ 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.
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COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Brookfield Corporation Class A exchangeable and Class B shareholders Class C shareholders

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

Share 
Capital

Accumulated 
Surplus

Accumulated 
Other 

Comprehensive 
Income

Brookfield 
Corporation

Share 
Capital

Accumulated 
Surplus

Accumulated 
Other 

Comprehensive 
Income

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income

Class C 
shareholders

Non-
controlling 

interests
Total 

Equity
Balance as at January 1, 2020      ... $ 65 $ — $ 1 $ 66 $ — $ — $ — $ — $ — $ — $ — $ — $ — $ 66 
Changes in the year:

Net income   ...............................  —  1  —  1  —  —  —  —  —  —  —  —  —  1 
Other comprehensive income     ..  —  —  3  3  —  —  —  —  —  —  —  —  —  3 

Comprehensive income     ................  —  1  3  4  —  —  —  —  —  —  —  —  —  4 
Other items:

Equity issuances  .......................  13  —  —  13  —  —  —  —  —  —  —  —  —  13 
Total change in the year       ...............  13  1  3  17  —  —  —  —  —  —  —  —  —  17 
Balance as at December 31, 
2020    .............................................. $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ — $ 83 

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 2022 2021 2020
Operating activities

Net income   .................................................................................. $ 492 $ (44) $ 1 
Non-cash items affecting net income

Premiums received in kind   .....................................................  (1,097)  (167)  — 
Amortization and accretion on investments   ...........................  (47)  —  — 
Depreciation     ...........................................................................  13  —  — 
Unrealized losses on investments and derivatives   .................  452  6  (51) 
Effect of foreign exchange rates    ............................................  (8)  —  — 
Deferred income tax    ...............................................................  65  2  1 
Income from equity accounted investments     ..........................  (222)  (8)  — 
Interest credited to policyholders’ account balances    .............  156  —  — 

     Net capitalized interest on policy loans and mortgage loans .  (17)  —  — 
Realized gain on investments and derivatives      .......................  21  (23)  — 

Changes in non-cash balances related to operations
Changes in accrued investment income     .................................  (222)  —  — 
Changes in reinsurance funds withheld    .................................  (960)  (4,650)  — 
Changes in deferred tax asset   .................................................  (6)  (24)  — 
Changes in prepaid pension   ...................................................  (8)  —  — 
Changes in deferred acquisition costs  ....................................  (382)  (776)  — 
Changes in reinsurance assets   ................................................  50 22 10
Changes in future policy benefits     ..........................................  2,236  7,152 457
Changes to policyholders’ account balances      .........................  (212)  —  — 
Changes in funds withheld liabilities    .....................................  —  —  12 
Changes in working capital and other    ....................................  384  202  (1) 

Operating activities affecting cash
Income tax paid      ......................................................................  (52)  —  — 
Realized gains on investments and derivatives    ......................  6  (4)  (3) 
Purchase of derivatives    ..........................................................  (66)  (133)  — 
Proceeds from disposal of derivatives    ...................................  45  79  — 
Dividend and interest income received   ..................................  (514)  (53)  (27) 

       Other non-cash items  ..............................................................  —  —  — 
Cash flows from operating activities    .........................................  107  1,581  399 
Investing activities

Acquisition of subsidiary, net of cash acquired     ..........................  (4,086)  —  — 
Dividends and interest received    ..................................................  514  53  27 
Purchase of investments

Corporate bonds     .....................................................................  (2,759)  (1,480)  (971) 
Government and treasuries     ....................................................  (7,018)  (2,755)  — 
Private debt   ............................................................................  (503)  (181)  — 
Common equity ......................................................................  (493)  (644)  — 
Preferred shares   ......................................................................  (42)  —  — 
Private equity and other    .........................................................  (1,446)  (235)  — 
Asset-backed securities  ..........................................................  (16)  —  — 
Mortgages    ..............................................................................  (1,398)  (185)  — 
Private loans     ...........................................................................  (1,537)  (512)  (4) 

Purchase of short term investments     ............................................  (6,583)  —  — 
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Proceeds from sales and maturities of investments
Corporate bonds     .....................................................................  3,936  386  561 
Government and treasuries     ....................................................  7,804  1,615  — 
Private debt   ............................................................................  143  —  — 
Common equity ......................................................................  362  20  — 
Private equity and other    .........................................................  138  1  1 
Asset-backed securities  ..........................................................  21  —  — 
Mortgages    ..............................................................................  916  18  — 
Private loans     ...........................................................................  58  36  2 

Proceeds from disposal of short term investments      .....................  7,957  —  — 
Distributions from equity accounted investments     ......................  233  —  — 
Change in collateral held for derivatives    ....................................  8  —  — 
Purchase of equity accounted investments       .................................  (695)  —  — 
Purchase of investment properties   ..............................................  (37)  —  — 
Proceeds from disposal of investment properties    .......................  4  —  — 
Proceeds from disposal of derivative instruments  ......................  146  —  — 
Proceeds from disposal of property and equipment      ...................  5  —  — 
Purchase of intangibles and property and equipment   .................  (24)  (1)  (1) 
Other     ...........................................................................................  51  —  — 

Cash flows from investing activities     ..........................................  (4,341)  (3,864)  (385) 
Financing activities

Issuance of common equity     ........................................................  450  1,410  13 
Issuance of preferred equity  ........................................................  2,512  —  — 
Return of capital      .........................................................................  (6)  (8)  — 
Borrowings from related parties     .................................................  258  960  — 
Repayments of borrowings to related parties      .............................  (633)  (582)  — 
Borrowings from external parties     ...............................................  5,206  693  — 
Repayment of borrowings to external parties    .............................  (2,239)  —  — 

  Borrowings issued to reinsurance entities   ...................................  50  167  — 
  Repayment of borrowings issued to reinsurance entities    ............  (100)  —  — 

Policyholders’ account deposits    .................................................  1,407  —  — 
Policyholders’ account withdrawals  ...........................................  (896)  —  — 
Debt issuance costs      .....................................................................  (10)  —  — 
Payments to non-controlling interests     ........................................  (5)  —  — 
Proceeds from repurchase agreement    .........................................  388  464  222 
Repayments of repurchase agreement  ........................................  (388)  (464)  (222) 

Cash flows from financing activities ..........................................  5,994  2,640  13 
Cash and cash equivalents

Cash and cash equivalents, beginning of year    ............................  393  35  13 
Net change during the year  .........................................................  1,760  357  27 
Foreign exchange on cash balances held in foreign currencies     ..  (8)  1  (5) 

Cash and cash equivalents, end of year   ..................................... $ 2,145 $ 393 $ 35 

Supplementary cash flow disclosures
Interest paid     ................................................................................ $ 85 $ 8 $ — 
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NOTE 1. ORGANIZATION AND DESCRIPTION OF THE COMPANY

(a) Brookfield Reinsurance Ltd.

Brookfield Reinsurance Ltd. (“Brookfield Reinsurance” or the “Company”) is a Bermuda corporation 
incorporated on December 10, 2020 and governed by the laws of Bermuda. 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 "BNRE". In December 2022, the company changed its name from Brookfield Asset 
Management Reinsurance Partners Ltd. to Brookfield Reinsurance Ltd. and changed its trading symbol from 
"BAMR" to "BNRE". The company’s operations are located primarily in Bermuda, the United States, 
Canada, and the Cayman Islands. The company’s registered head office is Ideation House, 1st Floor, 94 Pitts 
Bay Road, Pembroke, HM08, 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.”), North End 
Re (Cayman) SPC ("NER SPC"), Brookfield Annuity Company ("BAC") and American National Insurance 
Group, LLC (“American National”). 

The company operates a leading capital solutions business providing insurance and reinsurance services to 
individuals and institutions. Through its operating subsidiaries, the company offers a broad range of insurance 
products including life insurance and annuities, and personal and commercial property and casualty insurance. 
The business is presently conducted through our subsidiaries under three operating segments: Reinsurance, 
Pension Risk Transfer ("PRT") and Direct Insurance. 

(b) Spin-off of Brookfield Reinsurance Ltd.

On June 28, 2021, Brookfield Corporation (“Brookfield”), formerly Brookfield Asset Management Inc., 
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 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 effected a reorganization so that the company’s PRT business (the 
“Business”) and other investments that were historically owned and operated by Brookfield, 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:

(i) Class A exchangeable shares

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

(ii) Class B shares

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

As part of the Spin-off, Brookfield 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 for consideration of $250 million. In 
May 2022, the company issued an additional 11 million class C shares to Brookfield for consideration of 
$450 million. As at December 31, 2022, there were 41 million class C shares outstanding (December 31, 2021 
- 24 million). Brookfield owns all the issued and outstanding class C shares.

(iv) Equity Commitment

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 a number of class C shares or junior preferred 
shares. Further details of the equity commitment are described in Note 23.

(v) Credit Agreement

As part of the Spin-off, the company entered into a credit agreement with Brookfield (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 23. 

(vi) Support Agreement

As part of the Spin-off, the company entered into a support agreement with Brookfield (the “Support 
Agreement”). Brookfield 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 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 23.

(vii) Rights Agreement

As part of the Spin-off, the company entered into a rights agreement with Brookfield (the “Rights 
Agreement”), pursuant to which Brookfield has agreed that on the applicable specified exchange date with 
respect to any class A exchangeable shares submitted for exchange, Brookfield 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 23.

(viii) Administration Agreement

As part of the Spin-off, the company entered into an administration agreement with Brookfield (the 
“Administration Agreement”), pursuant to which Brookfield 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. On August 5, 2022, the Administration Agreement 
was amended to include providing the services of the Chief Financial Officer. Further details of the 
Administration Agreement are described in Note 23.

(ix) Investment Management Agreement

As part of the Spin-off, the company entered into one or more Investment Management Agreements 
appointing Brookfield 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 
23.
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(x) Licensing Agreement

As part of the Spin-off, the company entered into a licensing agreement with Brookfield (the “Brookfield 
Licensing Agreement”), pursuant to which Brookfield 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 23.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of Compliance

These Combined Consolidated Financial Statements (“financial statements”) have been prepared in 
accordance with International Financial Reporting Standards as issued by the International Accounting 
Standards Board (“IFRS”). 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 31, 
2023.

(b) 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.

(c) Continuity of Interest

As described above, Brookfield Reinsurance was established on December 10, 2020 by Brookfield and on 
June 28, 2021 Brookfield 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 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 were common control transactions. In accordance with the company's and Brookfield's 
accounting policy, the company has reflected the Business in its financial position and results of operations 
using Brookfield's carrying values prior to the spin-off.

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 company's 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 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 23). 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.
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(d) 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 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), plus unpaid distributions. Brookfield 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.

(e) Class B shares

As described in Note 1 (b)(ii), the company’s equity interests include the class B shares held by Brookfield 
Reinsurance 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 Brookfield Reinsurance 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.

(f) Class C shares

As described in Note 1 (b)(iii), the company’s equity interests include the class C shares held by Brookfield. 
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. 

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.

(g) Preferred shares

On May 25, 2022, the company issued 98,351,547 Class A Junior Preferred Shares, Series 1 ("preferred 
shares"), to Brookfield, for proceeds of $2.5 billion. Each preferred share is non-voting and is redeemable at 
$25 per share. On December 9, 2022, Brookfield Reinsurance issued 2,108,733 Class A Junior Preferred 
Shares, Series 2 ("preferred shares") for $53 million to Brookfield. Each of these preferred shares is 
redeemable, together with any accrued and unpaid dividends, at the option of the issuer, subject to certain 
restrictions. Further, these preferred shares entitle the holders thereof to a fixed cumulative 4.5% preferential 
cash dividend payable annually as and when declared by the issuer’s board of directors. At December 31, 
2022, there was $67 million of accrued dividends (December 31, 2021 - $Nil).

The Class A Junior Preferred Shares are retractable by the holder, at par value together with an amount equal 
to all dividends accrued and unpaid, on demand, at any point on or after seventh anniversary of the date of 
issue. The preferred shares are recognized as liability due to the redemption nature on the Combined 
Consolidated Statements of Financial Position ("Statements of Financial Position") and are classified as 
amortized cost. The dividends are recognized as interest expense on the Combined Consolidated Statements 
of Operations ("Statements of Operations").
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(h) Business Combinations

Business combinations are accounted for using the acquisition method. The cost of a business acquisition is 
measured at the aggregate of the fair values at the date of exchange of assets given, liabilities incurred or 
assumed, and equity instruments issued in exchange for control of the acquiree. The acquiree’s identifiable 
assets, liabilities and contingent liabilities are recognized at their fair values at the acquisition date. The 
interest of non-controlling shareholders in the acquiree, if applicable, is initially measured at the non-
controlling shareholders’ proportion of the net fair value of the identifiable assets, liabilities and contingent 
liabilities recognized.

To the extent the fair value of consideration paid exceeds the fair value of the net identifiable tangible and 
intangible assets, the excess is recorded as goodwill. To the extent the fair value of consideration paid is less 
than the fair value of net identifiable tangible and intangible assets, the excess is recognized in net income.

Transaction costs are recorded as operating expenses on the Statements of Operations.

(i) Cash and cash equivalents

Cash and cash equivalents include cash, demand deposits 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, demand deposits and short term investments that are for use 
by the company as part of the reinsurance funds withheld arrangement (Note 2(m)).

(j) Short term investments

Short term investments are primarily term deposit and commercial paper with original maturities of over 90 
days and less than one year.

(k) Investments

Investments are financial assets which are comprised of debt securities, equity securities and loans and 
receivables. The company uses settlement date to account for private investment transactions and trade date to 
account for other investment transactions. 

Financial assets are classified into one of the following categories:

• Available for sale ("AFS") assets are measured at fair value, with changes in fair value recognized in 
other comprehensive income (loss);

• Fair value through profit or 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 supporting future policy benefits within our PRT business are classified as loans and 
receivables or designated as FVTPL. Financial assets supporting modified coinsurance reserves within 
reinsurance treaties are designated as FVTPL. Any changes in the fair value of the underlying assets matched 
to the future policy benefits are directly reflected in the future policy benefits. Unless the asset is deemed to 
be impaired, changes in the fair value of assets matching these liabilities and changes in the corresponding 
future policy benefits are directly recognized in the Statements of Operations in order to avoid a mismatch 
that would otherwise arise. Transaction costs related to FVTPL investments are recognized within net 
investment income on the Statements of Operations as incurred.

Loans and receivables are measured at amortized cost using the effective interest method, less any applicable 
provision for impairment. Transaction costs and certain fees the company receives related to loans and 
receivables are capitalized as a part of the carrying value at initial recognition.
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Financial assets are classified according to their nature and use by the company at the time of initial 
recognition. The remaining financial assets other than FVTPL and loans and receivables are classified as 
AFS. Unrealized gains (losses) are recognized in other comprehensive income. Upon realization, gains or 
losses are reclassified to the Statements of Operations and recorded in net investment income. Transaction 
costs related to AFS investments are capitalized as a part of the carrying value at initial recognition.

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 and presented in realized gains 
(losses) on investments within net investment income.

(l) Derivative financial instruments and hedge accounting

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, equity-indexed options 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 the fair value of derivatives are recorded in net investment 
income in the Statements of Operations.

Hedge accounting is applied when the derivative is designated as a hedge of a specific exposure and there is 
assurance that it will continue to be effective as a hedge based on an expectation of offsetting fair values. 
Hedge accounting is discontinued prospectively when the derivative no longer qualifies as a hedge or the 
hedging relationship is terminated. For those derivatives which qualify and have been designated as fair value 
hedges, net income includes the changes in the fair value of both the derivative instrument and the hedged 
risk. The hedged item carrying amount shall be adjusted for the gain or loss.

In some instances, the company holds collateral to offset exposure from its counterparties relating to its 
derivative instruments. Collateral that supports credit risk is reported in the Statements of Financial Position 
as an offset to other invested assets with an associated payable to other liabilities for excess collateral.

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

(m) 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(l)).
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(n) Investment in associates, joint ventures and other limited partnership interests

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. Joint ventures are joint arrangements whereby the parties that have joint control of 
the arrangement have the rights to the net assets of the joint arrangement. Joint control is the contractually 
agreed sharing of control over an arrangement, which exists only when decisions about the relevant activities 
require unanimous consent of the parties sharing control. Other limited partnership interests are partnership 
arrangements in which the company has the ability to exercise significant influence over the investee’s 
operations, but it does not have a controlling interest and is not the primary beneficiary.

The equity method is used to account for the company’s investments in associates, joint ventures and other 
limited partnership interests within the Statements of Financial Position and the Statements of Operations.

Interests in associates, joint ventures and other limited partnership interests accounted for using the equity 
method are initially recognized at cost. At the time of initial recognition, if the cost of the associate or joint 
venture or other limited partnership interests 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 or joint venture or other limited partnership 
interests is greater than the company’s proportionate share of the underlying fair value, goodwill relating to 
the associate or joint venture or other limited partnership interests is included in the carrying amount of the 
investment.

Subsequent to initial recognition, the carrying value of the company’s interest in an associate or joint venture 
or other limited partnership interests is adjusted for the company’s share of comprehensive income and 
distributions of the investee. Profit and losses resulting from transactions with an associate or joint venture or 
other limited partnership interests are recognized in the financial statements based on the interests of 
unrelated investors in the investee. The carrying value of associates or joint ventures or other limited 
partnership interests 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 7.

(o) 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 thirty 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 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.

(p) Intangible assets

Intangible assets consist of capitalized costs of estimated fair value of computer software, distributor 
relationships, trade name and insurance licenses. Intangible assets are included in other assets within the 
Statements of Financial Position.

Definite-lived intangible assets are carried at cost less accumulated amortization. Amortization expense is 
primarily calculated using the straight-line amortization method.
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The company assesses the impairment of definite-lived intangible assets in accordance with its policy for the 
impairment of property and equipment. The company assesses the impairment of indefinite-lived intangible 
assets in accordance with its policy for the impairment of goodwill.

(i) Distributor Relationships

The distribution assets reflect relationships American National has with third-party intermediaries that sell 
new business for the company. These assets are valued using the multi-period excess-earnings method, which 
derives value based on the present value of the after-tax cash flows attributable to the intangible asset only. 
The average useful life of distributor relationships is 19 years.

(ii) Trade Name

This represents American National's trade name and was valued using the relief from royalty method, which 
derives value based on present value of the after-tax royalty savings attributable to owning the intangible 
asset. The useful life of the trade name is 10 years.

(iii) Insurance Licenses

Given the highly regulated nature of the insurance industry, companies are required to hold certain licenses to 
operate. These licenses are valued using the comparable transaction method based on observable license 
transactions in the insurance industry. Insurance licenses represent an indefinite-lived intangible asset.

(q) Deferred acquisition costs and value of business acquired

Deferred policy acquisition costs (“DAC”) are capitalized costs related directly to the successful acquisition 
of new or renewal insurance contracts. Significant costs are incurred to acquire insurance, reinsurance, and 
annuity contracts, including commissions and certain underwriting, policy issuance, and processing expenses. 

DAC on Reinsurance business is amortized over the life of the policies in proportion to the estimated gross 
profits. Costs that are directly related to the successful acquisition of reinsurance contracts are capitalized as 
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.

Effective October 1, 2022, the company made a change in accounting policy to treat the difference between 
the amount paid for reinsurance contracts and the amount of the liabilities for policy benefits relating to the 
underlying reinsured contracts as the cost of reinsurance that is deferred and amortized over the reinsurance 
contract. This was applied retrospectively as it resulted in reliable and more relevant information about the 
effects of the reinsurance treaty on the company's financial conditions and performance. 

DAC on traditional life, including limited-pay contracts, and health products is amortized with interest over 
the anticipated premium-paying period of the related policies in proportion to the ratio of annual premium 
revenue expected to be received over the life of the policies. Expected premium revenue is estimated by using 
the same mortality, morbidity, and withdrawal assumptions used in computing liabilities for future policy 
benefits. 

DAC on universal life and investment-type contracts is amortized as a level percentage of the present value of 
anticipated gross profits from investment yields, mortality, and surrender charges. The effect of the realization 
of unrealized gains (losses) on DAC is recognized in net unrealized loss on available for sale securities in the 
Statements of Financial Position as of the reporting date. A change in interest rates could have a significant 
impact on DAC calculated for these contracts. 

DAC associated with property and casualty business is amortized over the coverage period of the related 
policies, in relation to premiums earned. 

DAC on participating whole life products is amortized in proportion to estimated gross margins. Estimated 
gross margins are equal to premiums, plus investment income, less benefits, less expenses not included in 
DAC, less the change in reserves, less dividends.
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For short-duration and long-duration contracts, DAC is grouped consistent with the manner in which 
insurance contracts are acquired, serviced, and measured for profitability and is reviewed for recoverability 
based on the profitability of the underlying insurance contracts. Investment income is anticipated in assessing 
the recoverability of DAC for short-duration contracts.

Value of Business Acquired ("VOBA") is the intangible asset representing the value assigned to contracts 
already in force.

In conjunction with the acquisition of insurance policies or investment contracts, a portion of the purchase 
price is allocated to the right to receive future gross profits from cash flows and earnings of associated 
insurance policies and investment contracts. This intangible asset is based on the actuarially estimated present 
value of future cash flows from associated insurance policies and investment contracts acquired. The 
estimated present value of future cash flows used in the calculation of VOBA is based on certain assumptions, 
including mortality, persistency, expenses and interest rates that the company believes to be those of a market 
participant. The company amortizes VOBA based on the estimated premium earning patterns. 

(r) Reinsurance assets

In the normal course of business, BAC and American National are users 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 and American National remain liable to its policyholders for the portion reinsured. 

Reinsurance assets are estimated amounts due to the company from reinsurers related to paid and unpaid 
ceded claims and claim adjustment expenses ("CAE") and are presented net of a reserve for collectability. 
Recoveries of gross ultimate losses under our non-catastrophe reinsurance are estimated by a review of 
individual large claims and the ceded portion of IBNR using assumed distribution of loss by percentage 
retained. Recoveries of gross ultimate losses under our catastrophe reinsurance are estimated by applying 
reinsurance treaty terms to estimates of gross ultimate losses. The most significant assumption is the average 
size of the individual losses for those claims that have occurred but have not yet been reported and our 
estimate of gross ultimate losses. The ultimate amount of the reinsurance ceded recoverable is unknown until 
all losses settle.

At each reporting date, the reinsurance assets, if any, are assessed for impairment. If there is objective 
evidence that the reinsurance assets 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.

(s) Investment properties

Investment properties are held primarily to earn rental income or capital appreciation or for both, but are not 
for sale in the ordinary course of business. The company accounts for its investment properties in accordance 
with IAS 40 Investment Property (“IAS 40”). Investment properties including related improvements are 
stated at cost less accumulated depreciation. Depreciation is provided on a straight-line basis over the 
estimated useful life of the asset (typically 15 to 50 years). Rental income is recognized on a straight-line 
basis over the term of the respective lease and is measured, depreciated and assessed for impairment in the 
same manner as property and equipment.

(t) Goodwill

Goodwill is measured as the excess of the sum of the consideration transferred over the net of the acquisition-
date amounts of the identifiable assets acquired and the liabilities assumed. Goodwill is allocated to the cash-
generating unit or units to which it relates. The company identifies cash-generating units as identifiable 
groups of assets that are largely independent of the cash inflows from other assets or groups of assets.
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Goodwill is evaluated for impairment annually or more often if events or circumstances indicate there may be 
impairment. Impairment is determined for goodwill by assessing if the carrying value of a cash-generating 
unit, including the allocated goodwill, exceeds its recoverable amount determined as the greater of the 
estimated value-in-use and fair value less costs of disposal. Impairment losses recognized in respect of a cash-
generating unit are first allocated to the carrying value of goodwill and any excess is allocated to the carrying 
amount of assets in the cash-generating unit. Any goodwill impairment is charged to profit or loss in the 
period in which the impairment is identified. Impairment losses on goodwill are not subsequently reversed. In 
the year of a business acquisition, the recoverability of the acquired goodwill is assessed by revisiting the 
assumptions of the related underwriting model.

The company assesses the impairment of goodwill by reviewing the value-in-use or fair value less costs of 
disposal of the cash-generating units to which goodwill has been allocated. The company uses the following 
significant assumptions and estimates: the circumstances that gave rise to the goodwill, timing and amount of 
future cash flows expected from the cash-generating unit, discount rates, terminal capitalization rates, 
terminal valuation dates, useful lives and residual values.

(u) Separate account assets and liabilities

Separate account assets and liabilities are funds that are held separate from the general assets and liabilities of 
the company. Separate account assets include funds representing the investments of variable insurance 
product contract holders, who bear the investment risk of such funds. Investment income and investment 
gains and losses from these separate funds accrue to the benefit of the contract holders. The company reports 
separately, as assets and liabilities, investments held in such separate accounts and liabilities of the separate 
accounts if (i) such separate accounts are legally recognized; (ii) assets supporting the contract liabilities are 
legally insulated from the company's general account liabilities; (iii) investments are directed by the contract 
holder; and (iv) all investment performance, net of contract fees and assessments, is passed through to the 
contract holder. In addition, the company's qualified pension plan assets are included in separate accounts. 
The assets of these accounts are carried at fair value. Deposits, net investment income and realized investment 
gains and losses for these accounts are excluded from revenues, and related liability increases are excluded 
from benefits and expenses in the Statements of Operations. Separate accounts are established in conformity 
with insurance laws and are not chargeable with liabilities that arise from any other business of the company.

(v) 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 Statements of Financial Position as the company retains 
all rights related to these assets.

Collateral received is not recognized in the Statements of Financial Position unless the company acquires the 
rights relating to the economic risks and rewards related to these assets.

(w) 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 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 Statements of Financial Position, when the 
criteria to offset are met.
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(x) Classification of financial instruments

Accrued investment income, reinsurance recoverable, premium due and other receivables, due from related 
party, private loans, mortgage loans, other loans and other assets have been classified as loans and 
receivables. Due to related party, reinsurance payable, note payable, corporate borrowings, subsidiary 
borrowings, and other liabilities have been classified as other financial liabilities. Loans and receivables and 
other financial liabilities are measured at amortized cost. Further details of the financial instruments are 
described in Note 4.

(y) Right of 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.

For derivative financial instruments, the company has a right of offset in the event of default, insolvency, 
bankruptcy or other early termination under the master netting agreements. As our rights of offset are 
conditional, derivative financial instruments are not offset in the Statements of Financial Position.

(z) 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 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 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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(aa) Future policy benefits

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 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.

Measurement

Future policy benefits 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. 
BAC’s Appointed Actuary is responsible for determining the amount of future policy benefits in accordance 
with standards established by the CIA. CALM is used to determine future policy benefits 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 
future policy benefits cover a range of possible outcomes. Margins are reviewed periodically for continued 
appropriateness. 

Future policy benefits are determined by NER Ltd. using a reserve methodology under accounting principles 
generally accepted in the United States of America ("US GAAP"), as permitted by IFRS 4. Future policy 
benefits 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. Future policy 
benefits 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. 

Future policy benefits are determined by NER SPC using US GAAP reserve methodology, as permitted by 
IFRS 4. Future policy benefits 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.

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.
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Future policy benefits are determined by American National using US GAAP reserve methodology, as 
permitted by IFRS 4. Liabilities for future policy benefits for traditional products have been provided on a net 
level premium method based on estimated investment yields, withdrawals, mortality, and other assumptions 
that were appropriate at the time the policies were issued. Upon acquisition, the fair value of future policy 
benefits was determined using a Defined Valuation Net Premium (DVMP) method. Key assumptions used in 
calculating the fair value of future policy benefits include the net to gross premium ratio, discount rates and 
Provisions for Adverse Deviation (PADs) including mortality and inflation. Estimates are based on historical 
experience adjusted for possible adverse deviation. These estimates are periodically reviewed and compared 
with actual experience. When it is determined that future expected experience differs significantly from 
existing assumptions, the estimates are revised for current and future issues.

Included within future policy benefits are amounts related to certain contracts or blocks of business that have 
negative VOBA. Negative VOBA is amortized over the duration of the respective contracts, being 30 years 
using the straight-line method. We record the fair value of the liabilities assumed in two components: reserves 
and VOBA. Reserves are established using our best estimate assumptions consistent with the policies 
described below for future policy benefits and interest sensitive contract liabilities. VOBA is the difference 
between the fair value of the liabilities and the reserves. Any negative VOBA is recorded within the 
associated reserves.

(ab) Policyholders’ account balances

Policyholders' account balances represent the contract value that has accrued to the benefit of the 
policyholders related to universal-life and investments-type contracts. For fixed products, these are generally 
equal to the accumulated deposits plus interest credited, reduced by withdrawals, payouts, and accumulated 
policyholder assessments. Indexed product account balances are equal to the sum of host and embedded 
derivative reserves computed per derivative accounting guidance. 

(ac) Policy and contract claims

Policy and contract claims are established to provide for the estimated costs of paying claims. These reserves 
include estimates for both case reserves and incurred but not reported claims (“IBNR”) liabilities. Case 
reserves include the liability for reported but unpaid claims. IBNR liabilities include a provision for potential 
development on case reserves, losses on claims currently closed which may reopen in the future, as well as 
IBNR claims. These liabilities also include an estimate of the expense associated with settling claims, 
including legal and other fees, and the general expenses of administering the claims adjustment process.

(ad) Other policyholder funds

Other policyholder funds consist of liabilities related to dividends payable on participating business. For the 
majority of this participating business, profits earned are reserved for the payment of dividends to 
policyholders, except for the stockholders' share of profits on participating policies. Participating 
policyholders' interest includes the accumulated net income from participating policies reserved for payment 
to such policyholders in the form of dividends, less net income allocated to stockholders, as well as a pro rata 
portion of unrealized investment gains (losses), net of tax. 

(ae) 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 controls these entities, and as a 
result, these entities are consolidated within the company’s financial statements. The company assesses the 
variable returns determination for the 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.
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(af) 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.

(ag) 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 arrangements”).  

Assets and liabilities assumed under Modco arrangements 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 Statements of Operations. Assumed premiums are included in premiums on the Statements of 
Operations. Expenses outside of account value, such as commissions and federal excise taxes, are included in 
other reinsurance expenses in the 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 arrangements 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.  

(ah) 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  Statements of 
Operations. 

(ai) Participating insurance policies

For the majority of participating business, profits earned are reserved for the payment of dividends to 
policyholders, except for the stockholders' share of profits on participating policies, which is limited to the 
greater of 10% of the profit on participating business, or 50 cents per thousand dollars of the face amount of 
participating life insurance in-force. Participating policyholders' interest includes the accumulated net income 
from participating policies reserved for payment to such policyholders in the form of dividends (less net 
income allocated to stockholders as indicated above) as well as a pro rata portion of unrealized investment 
gains (losses).

For all other participating business, the allocation of dividends to participating policy owners is based upon a 
comparison of experienced rates of mortality, interest and expenses, as determined periodically for 
representative plans of insurance, issue ages and policy durations, with the corresponding rates assumed in the 
calculation of premiums.
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(aj) Premium, benefits, claims incurred, and expenses

Traditional ordinary life and health premiums are recognized as revenue when due. Benefits and expenses are 
associated with earned premiums to result in recognition of profits over the term of the insurance contracts. 

Annuity premiums received on limited-pay and supplemental annuity contracts involving a significant life 
contingency are recognized as revenue when due. Deferred annuity premiums are recorded as deposits rather 
than recognized as revenue. Revenues from deferred annuity contracts are principally surrender charges and, 
in the case of variable annuities, administrative fees assessed to contract holders. 

Universal life and single premium whole life revenues represent amounts assessed to policyholders including 
mortality charges, surrender charges actually paid, and earned policy service fees. Amounts included in 
benefits are claims in excess of account balances returned to policyholders and interest credited to account 
balances.

Property and casualty premiums are recognized as revenue over the period of the contract in proportion to the 
amount of insurance protection, which is generally evenly over the contract period. Claims incurred consist of 
claims and CAE paid and the change in reserves.

Gross premiums for PRT and reinsurance issued are recognized as revenue when due and collection is 
reasonably assured. When premiums are recognized, future policy benefits 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. Gross benefits and benefits ceded are recorded in the 
Statements of Operations when they are due and incurred.

(ak) Pension and postretirement benefit plans

Pension and postretirement benefit obligations and costs for our frozen benefit plans are estimated using 
assumptions including demographic factors such as retirement age and mortality. 

The company uses a discount rate to determine the present value of future benefits on the measurement date. 
The guideline for setting this rate is a high-quality long-term corporate bond rate. For this purpose, a 
hypothetical bond portfolio to match the expected monthly benefit payments under the pension plan was 
constructed with the resulting yield of the portfolio used as a discount rate. 

In developing the investment return assumption, we relied on a model that utilizes the following factors:

• Current yield to maturity of fixed income securities 

• Forecasts of inflation, GDP growth, and total return for each asset class 

• Historical plan performance 

• Target asset allocation 

• Standard deviations and correlations related to historical and expected future returns of each asset class 
and inflation 

The resulting assumption is the assumed rate of return for the plans' target asset allocation, net of investment 
expenses, and reflects anticipated returns of the plans' current and future assets. 

Using this approach, the calculated return will fluctuate from year to year; however, it is the company's policy 
to hold this long-term assumption relatively constant.

(al) 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. 
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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 considered to be loan origination fees and are capitalized as part of the carrying 
value of the loans and receivables as received and amortized over the life of the loans.

(am) 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(l). Changes 
in the fair value of the embedded derivative are included in the net investment results from funds withheld in 
the Statements of Operations.

(an) 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 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. The lease liability 
is included in other liabilities in the Statements of Financial Position.

(ao) 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.

Deferred income tax liabilities are provided for using the liability method on temporary differences between 
the tax bases used in the computation of taxable income and carrying amounts of assets and liabilities in the 
financial statements. Deferred income tax liabilities are recognized for taxable temporary differences, except 
where the company is able to control the reversal of the temporary difference and it is probable that the 
temporary differences will not reverse in the foreseeable future.
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Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in the period 
in which the liability is settled or the asset realized, based on the tax rates and tax laws that have been enacted 
or substantively enacted by the end of the reporting period. The measurement of deferred tax assets and 
liabilities reflects the tax consequences that would follow from the manner in which the company expects, at 
the end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current 
tax assets against current tax liabilities and when they relate to income taxes levied by the same taxation 
authority within a single taxable entity, or the company intends to settle its current tax assets and liabilities on 
a net basis in the case where there exists different taxable entities in the same taxation authority and when 
there is a legally enforceable right to set off current tax assets against current tax liabilities.

(ap) Provisions

Provisions are recognized when the company has a present obligation, either legal or constructive, as a result 
of a past event, it is probable that an outflow of resources embodying economic benefits will be required to 
settle the obligation and a reliable estimate can be made of the amount of the obligation. The expense is 
recognized in the Statements of Operations, net of any reimbursement.

The amount recognized as a provision is the best estimate of the consideration required to settle the present 
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the 
obligation. Where a provision is measured using the cash flows estimated to settle the obligation, its carrying 
amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a 
third party, the receivable is recognized as an asset if it is virtually certain that reimbursement will be received 
and the amount of the receivable can be measured reliably.

(aq) Foreign currencies

The USD is the functional and presentation currency of the company. 

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. Foreign currency denominated non-monetary assets and liabilities, measured at 
historic cost, are translated at the rate of exchange at the transaction date.

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.

(ar) 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 three reportable segments during the 
second quarter of 2022: Reinsurance, PRT and Direct Insurance (see Note 24).
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(as) Earnings per share

The holders of the class C shares are entitled to receive distributions if, 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 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 have not been presented.

Basic earnings per share attributable to class C shareholders are calculated by dividing the company's net 
income for the year, less distributions payable to class A exchangeable and class B shareholders, by the 
weighted average number of class C shares outstanding during the year. 

Basic and diluted earnings per share for the year ended December 31, 2020 of $18.92, were calculated by 
dividing the net income attributable to Brookfield for the year by the weighted average number of the 
common shares from Brookfield Annuity Holdings Inc., which was a wholly owned subsidiary of Brookfield 
(2020 – 85 million). The earnings per share amount for December 31, 2020 is not comparable to the earnings 
per share amount for the years ended December 31, 2021 and December 31, 2022 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).

(at) Interest rate benchmark reform

Various interest rate benchmarks including London Interbank Offered Rate ("LIBOR") are the subject of 
international regulatory guidance and proposals for reform. Regulators in various jurisdictions have advocated 
for the transition from Interbank Offered Rates ("IBORs") to alternative reference rates, based on risk-free 
rates determined using actual market transactions. As a result, many LIBOR values, including 1-week and 2-
month US LIBOR, were discontinued on December 31, 2021. The remaining US LIBOR values will be 
discontinued on June 30, 2023.

Similarly, on May 16, 2022, it was announced that the publication and calculation of all tenors of Canadian 
Dollar Offered Rate ("CDOR") will be permanently ceased after June 28, 2024. Concurrently, OSFI 
published their expectation that Federally Regulated Financial Institutions transition all derivatives and 
securities to alternative reference rates by June 30, 2023, with no new CDOR exposures after that date, with 
limited exceptions.

As at December 31, 2022, the company had $641 million non-derivative financial assets benchmarked to US 
LIBOR (2021 – $425 million) with a maturity date beyond June 30, 2023 for US LIBOR. In addition, with 
respect to the company's derivative instruments, the notional amounts of $5 million were benchmarked to US 
LIBOR (2021 – $6 million) and $14 million benchmarked to CDOR (2021 – $84 million) with a maturity 
date beyond June 30, 2023 for US LIBOR and June 28, 2024 for CDOR.

As at December 31, 2022, the company has completed the transition to the Secured Overnight Financing Rate 
("SOFR") for the debt benchmarked to LIBOR.

(au) 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 future policy benefits, policy and contract claims, reinsurance assets, 
the fair value of financial assets determined using valuation techniques, the impairment of financial 
instruments and purchase price accounting. 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.
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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 
embedded derivatives (Note 5), reinsurance assets (Note 13 and 14), future policy benefits (Note 13) and 
policy and contract claims (Note 14), and impairment of available-for-sale securities and loans and 
receivables (Note 4) and goodwill (Note 11).

(av) Recently adopted accounting standards

Amendments to IFRS 3 - Business Combinations ("IFRS 3") 

The amendments add an exception to the recognition principle of IFRS 3 to avoid the issue of potential ‘day 
2’ gains or losses arising from liabilities and contingent liabilities that would be within the scope of IAS 37, 
Provisions, Contingent Liabilities and Contingent Assets (“IAS 37”), or IFRIC 21, Levies (“IFRIC 21”), if 
incurred separately. The exception requires entities to apply the criteria in IAS 37 or IFRIC 21, respectively, 
instead of the Conceptual Framework, to determine whether a present obligation exists at the acquisition date. 
At the same time, the amendments add a new paragraph to IFRS 3 to clarify that contingent assets do not 
qualify for recognition at the acquisition date. The amendments apply to annual reporting periods beginning 
on or after January 1, 2022.

The adoption did not have a significant impact on the company’s financial reporting.

NOTE 3. ACQUISITION OF BUSINESS

On May 25, 2022, American National was acquired by a wholly-owned subsidiary of the company. American 
National offers a broad portfolio of insurance products, including individual and group life insurance, annuities, 
health insurance, and property and casualty insurance. Under the terms of the Merger Agreement, the company 
acquired 100% of all American National issued and outstanding shares in exchange for $190 per share, which is 
equivalent to $5.1 billion. The consideration was all cash. The company acquired all assets and assumed all 
liabilities of American National as of the closing date, and consolidates the business for financial statement 
purposes. 
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The following summarizes the consideration transferred, fair value of assets acquired and liabilities assumed at the 
acquisition date:

(in US$ millions)

Total consideration transferred for the acquisition    ......................................................................... $ 5,107 
Assets acquired

Cash and cash equivalents   ..................................................................................................................  1,021 
Investments    .........................................................................................................................................  22,519 
Accrued investment income  ...............................................................................................................  101 
Reinsurance recoverables    ...................................................................................................................  45 
Premiums due and other receivables     ..................................................................................................  437 
Deferred tax assets   ..............................................................................................................................  369 
Property and equipment     ......................................................................................................................  175 
Prepaid pension      ..................................................................................................................................  149 
Equity accounted investment    ..............................................................................................................  1,402 
Deferred acquisition costs and value of business acquired     ................................................................  571 
Reinsurance assets  ..............................................................................................................................  410 
Investment properties      .........................................................................................................................  541 
Other assets   .........................................................................................................................................  198 
Separate account assets   .......................................................................................................................  1,123 

Total assets acquired  ...........................................................................................................................  29,061 
Liabilities assumed

Future policy benefits   .........................................................................................................................  5,333 
Policyholders' account balances    .........................................................................................................  13,880 
Policy and contract claims   ..................................................................................................................  1,706 
Unearned premium reserve  .................................................................................................................  1,073 
Other policyholder funds    ....................................................................................................................  324 
Notes payable    .....................................................................................................................................  158 
Other liabilities  ...................................................................................................................................  449 
Separate account liabilities    .................................................................................................................  1,123 

Total liabilities assumed     .....................................................................................................................  24,046 
Less: Non-controlling interest   ...............................................................................................................  (10) 
Net assets acquired  ..............................................................................................................................  5,005 
Goodwill    ............................................................................................................................................... $ 102 

Accounting for the acquisition is not finalized, and there remains some measurement uncertainty on the valuation 
and December 31, 2022 balances, pending completion of a comprehensive evaluation of the net assets acquired. The 
financial statements as at December 31, 2022 reflect management's current best estimate of the purchase price 
allocation. Final valuation of the assets acquired and liabilities assumed and the completion of the purchase price 
will occur by the end of the first quarter for 2023. As a result, the excess of the purchase price over the fair value of 
net assets acquired, representing goodwill of $102 million as at December 31, 2022, may be adjusted in future 
periods. Goodwill of approximately $102 million was recognized as a result of the acquisition. Goodwill recognized 
is not deductible for income tax purposes. Acquisition costs of $13 million were expensed at the acquisition date and 
recorded as Operating expenses on the Statements of Operations.

The acquired business contributed revenues of $2.3 billion and net profit of $277 million to the company for the 
period from May 25 to December 31, 2022. 
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If the acquisition had occurred on January 1, 2022, consolidated pro forma revenue and profit for the year ended 
December 31, 2022 would have been $3.9 billion and $454 million, respectively. These amounts have been 
calculated using the subsidiary's results and adjusting them for:

• differences in the accounting standards and policies between the company and American National, and

• the revised depreciation and amortization that would have been charged assuming the fair value adjustments to 
investments, property and equipment and intangible assets had applied from January 1, 2022, together with the 
consequential tax effects.

NOTE 4. 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:
2022

AS AT DEC. 31
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
    Cash    ............................................................... $ — $ — $ 506 $ 506 
    Cash equivalents    ............................................  —  —  1,639  1,639 
Total cash and cash equivalents2........................  —  —  2,145  2,145 

Derivatives
    Foreign exchange forwards  ............................  6  —  —  6 
    Cross currency swaps  .....................................  1  —  —  1 
    Interest rate swaps  ..........................................  1  —  —  1 
    Options     ...........................................................  36  —  —  36 
Total derivative assets   ........................................  44  —  —  44 

Debt securities
    Bonds 
        Government and municipal   ........................  387  3,293  —  3,680 
        Corporate     ...................................................  1,974  11,492  —  13,466 
    Asset-backed securities    ..................................  389  1,213  —  1,602 
    Private debt      ....................................................  —  256  —  256 
Total debt securities      ...........................................  2,750  16,254  —  19,004 

Equity
    Common shares     ............................................  —  1,207  —  1,207 
    Preferred shares  ..............................................  11  62  —  73 
    Private equity and other    ................................  —  129  —  129 
Total equity    ........................................................  11  1,398  —  1,409 

Loans and receivables
    Mortgage loans     ..............................................  —  —  5,930  5,930 
    Private loans  ...................................................  —  —  1,172  1,172 
    Other loans    .....................................................  —  —  427  427 
Total loans and receivables   ................................  —  —  7,529  7,529 
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Short term investments      . . . . . . . . . . . . . . . . . . .
    Time deposit       . . . . . . . . . . . . . . . . . . . . . . . . .  —  —  1  1 
Total short term investments  . . . . . . . . . . . . . . .  —  —  1  1 

Separately managed accounts     ............................  —  128  —  128 
Other invested assets  ..........................................  —  14  13  27 
Total investments      ...............................................  2,761  17,794  7,543  28,098 

Separate account assets   ......................................  —  1,045  —  1,045 

Reinsurance funds withheld   ...............................  5,610  —  —  5,610 

Derivative liabilities
    Foreign exchange forwards  ............................  (13)  —  —  (13) 
    Bond futures  ...................................................  (25)  —  —  (25) 
Total derivative liabilities  ..................................  (38)  —  —  (38) 

Funds withheld liabilities   ...................................  (10)  —  —  (10) 

Separate account liabilities    ................................  —  (1,045)  —  (1,045) 

Notes payable   .....................................................  —  —  (151)  (151) 

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.

2. Cash and cash equivalents as at December 31, 2022 includes $182 million of collateral that is pledged to the benefit of the company from its derivative 
counterparties with a corresponding liability to return the collateral in liabilities for derivative financial instruments.
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2021

AS AT DEC. 31
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
    Cash    ............................................................... $ — $ — $ 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 

Debt securities
    Bonds
        Government and municipal   ........................  377  1,287  —  1,664 
        Corporate     ...................................................  1,471  260  —  1,731 
    Asset-backed securities    ..................................  115  53  —  168 
    Private debt      ....................................................  —  137  —  137 
Total debt securities      ...........................................  1,963  1,737  —  3,700 

Equity
    Common shares   ..............................................  —  306  —  306 
    Preferred shares  ..............................................  4  15  —  19 
    Private equity and other   .................................  —  162  —  162 
Total equity    ........................................................  4  483  —  487 

Loans and receivables
    Mortgage loans     ..............................................  —  —  188  188 
    Private loans  ...................................................  —  —  568  568 
Total loans and receivables   ................................  —  —  756  756 

Total investments      ...............................................  1,967  2,220  756  4,943 

Reinsurance funds withheld   ...............................  4,650  —  —  4,650 

Derivative liabilities
    Interest rate swaps  ..........................................  (1)  —  —  (1) 
Total derivative liabilities  ..................................  (1)  —  —  (1) 

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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As at December 31, 2022, the fair value of loans and receivables was $7.2 billion. (2021 - $756 million)

The carrying value of investments and separate account assets, excluding equity, cash and cash equivalents and short 
term investments, are shown by contractual maturity of investments.

AS AT DEC.31, 2022
US$ MILLIONS

Within 1 
year 1-3 years 4-5 years

Over 5 
years Total

Bonds   .............................................. $ 2,939 $ 1,528 $ 3,154 $ 9,525 $ 17,146 
Asset-backed securities  ...................  3  170  325  1,104  1,602 
Private debt   .....................................  —  —  117  139  256 
Loans and receivables      .....................  1,059  2,246  2,029  2,195  7,529 
Separately managed accounts      .........  10  80  36  2  128 
Other invested assets  .......................  —  2  3  22  27 
Separate account assets      ...................  17  46  42  940  1,045 
Total       ............................................... $ 4,028 $ 4,072 $ 5,706 $ 13,927 $ 27,733 

AS AT DEC.31, 2021
US$ MILLIONS

Within 1 
year 1-3 years 4-5 years

Over 5 
years Total

Bonds   .............................................. $ 1,209 $ 22 $ 66 $ 2,098 $ 3,395 
Asset-backed securities  ...................  14  30  50  74  168 
Private Debt    ....................................  —  137  —  —  137 
Loans and receivables      .....................  170  183  127  276  756 
Total       ............................................... $ 1,393 $ 372 $ 243 $ 2,448 $ 4,456 

AFS investments and investments measured at amortized cost are individually evaluated for impairment. For the 
year ended December 31, 2022, the company did not incur any impairment expense (December 31, 2021 – $Nil).

The company had collateral pledged of $45 million as at December 31, 2022 (December 31, 2021 – $23 million) for 
the benefit of the company's counterparties primarily to its derivative instrument contracts, Federal Home Loan 
Bank agreements, reinsurance agreements, financing and worker's compensation. 
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b) 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.

2022

AS AT DEC. 31
US$ MILLIONS Level 1 Level 2 Level 3 Total
Financial assets
Fair value through profit or loss:

  Bonds     .................................................................. $ — $ 2,361 $ — $ 2,361 
  Asset-backed securities   .......................................  —  389  —  389 
  Preferred shares    ...................................................  11  —  —  11 
  Derivative assets ..................................................  —  43  1  44 
  Reinsurance funds withheld  ................................  —  5,610  —  5,610 

Available for sale:
  Bonds     ..................................................................  1,107  12,066  1,612  14,785 
  Asset-backed securities   .......................................  —  294  919  1,213 
  Private debt..........................................................  —  —  256  256 
  Common shares   ...................................................  981  58  168  1,207 
  Preferred shares    ...................................................  23  —  39  62 
  Private equity and other     ......................................  13  —  116  129 
  Other invested assets     ...........................................  —  14  —  14 
  Separate account assets      .......................................  318  700  27  1,045 
  Separately managed accounts     .............................  —  —  128  128 

Total financial assets     ................................................  2,453  21,535  3,266  27,254 

Financial liabilities
Fair value through profit or loss:

  Derivative liabilities    ............................................  (26)  (12)  —  (38) 
  Funds withheld liabilities  ....................................  —  (10)  —  (10) 

Available for sale:
  Separate account liabilities   ..................................  (318)  (700)  (27)  (1,045) 

Total financial liabilities     .......................................... $ (344) $ (722) $ (27) $ (1,093) 
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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     .................................................................... $ — $ 1,848 $ — $ 1,848 
Asset-backed securities   .........................................  —  115  —  115 
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  382  —  1,547 
Asset-backed securities   .........................................  —  53  —  53 
Private debt............................................................  —  —  137  137 
Common shares   .....................................................  1  62  —  63 
Preferred shares    .....................................................  3  2  10  15 
Private equity and other     ........................................  —  —  162  162 

Total financial assets   ..................................................  1,425  7,249  309  8,983 

Financial liabilities
Fair value through profit or loss:

Derivative liabilities    ..............................................  —  (1)  —  (1) 
Funds withheld liabilities  ......................................  —  (12)  —  (12) 

Total financial liabilities     .......................................... $ — $ (13) $ — $ (13) 
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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 Financial 
Instruments Valuation Techniques and Key Inputs
Bonds and other 
equities

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.

The company evaluates each asset class based on relevant market information, credit 
information, perceived market movements and sector news. The market inputs utilized in the 
pricing evaluation, listed in the approximate order of priority, include: benchmark yields, 
reported trades, pricing source quotes, issuer spreads, two-sided markets, benchmark 
securities, bids, offers, reference data, and economic events. The extent of the use of each 
market input depends on the asset class and the market conditions. Depending on the 
security, the priority of the use of inputs may change or some market inputs may not be 
relevant. For some securities, additional inputs may be necessary.

Asset-backed 
securities

Valuation model is based on quoted prices of similar traded securities in active markets.
The primary inputs to the valuation include quoted prices for identical assets, or similar 
assets in markets that are not active, contractual cash flows, weighted-average coupon and 
weighted-average maturity, issuer rating, structure of the security, expected prepayment 
speeds and volumes, collateral type, current and forecasted loss severity, average 
delinquency rates, vintage of the loans, geographic region, debt-service coverage ratios, 
payment priority with the tranche, benchmark yields and credit spreads. 

Derivative 
assets/Derivative 
liabilities

Foreign currency forward contracts—discounted cash flow model—forward exchange rates 
(from observable forward exchange rates at the end of the reporting period); discounted at a 
credit adjusted rate.
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 – intrinsic value based on the difference between strike prices and the unadjusted 
quoted prices of underlying equity investments in active markets.

Reinsurance funds 
withheld

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. 

Separate account 
assets and liabilities

The separate account assets included in the quantitative disclosures fair value hierarchy table 
are comprised of short-term investments, equity securities, and fixed maturity bonds 
available-for-sale. Short-term investments and fixed maturity securities are classified as 
Level 2 measurements. The classifications for separate assets reflect the fair value 
methodologies of the underlying asset and liability fair value methodologies listed above.

Funds withheld 
liabilities

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.

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.
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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.

The following table summarizes the valuation techniques and significant unobservable inputs used in the fair value 
measurement of Level 3 financial instruments:

Type of Asset Valuation Techniques 
Significant Unobservable 
Inputs

Significant unobservable 
inputs and relationship of 
unobservable inputs to 
fair value

Equity-index Option Heston and Black-Scholes 
Valuation models

• Interest rate (risk-free rate 
assumptions) 
• Underlying equity quoted 
index prices

• Increases (decreases) in 
interest rate assumptions 
decrease (increase) fair 
value 
• Increases (decreases) in 
underlying equity index 
prices  increase (decrease) 
fair value

Bonds and asset-backed 
securities

Bonds
• Discounted cash flows 
(yield analysis)
• Income approach

Bonds
• Contractual cash flows
• Duration
• Call provisions

Bonds
• Increases (decreases) in 
contractual cash flows 
increase (decrease) fair 
value
• Increases (decreases) in 
duration increase 
(decrease) fair value

Asset-backed securities
• Broker quotes
• Income approach

Asset-backed securities
• Contractual cash flows
• Weighted-average coupon 
and maturity
• Collateral type
• Loss severity
• Geography

Asset-backed securities
• Increases (decreases) in 
contractual cash flows 
increase (decrease) fair 
value
• Increases (decreases) in 
interest rate assumptions 
decrease (increase) fair 
value

Private debt • Income approach • Weighted-average life
• Risk premium

• Increases (decreases) in 
weighted-average life 
increase (decrease) fair 
value
• Increases (decreases) in 
interest rate assumptions 
decrease (increase) fair 
value 

Common shares, preferred 
shares and private equity

• Broker quotes
• Income approach 

• Security structure
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Separately managed 
accounts

Common Stock and 
Warrants
• Guideline public 
company method uses price 
multiples from data on 
comparable public 
companies. 
• Option pricing method
• Current Value Method 
("CVM")

Common Stock and 
Warrants
• Next Calendar Year 
Multiple
• Next Calendar Year +1 
Earnings before interest, 
tax, depreciation and 
amortization ("EBITDA") 
Multiple
•Last Twelve Months 
Revenue Multiple valuation 
metric shows revenue for 
the past 12 month period.
• Last Twelve Months 
EBITDA Multiple 
valuation metric shows 
earnings before interest, 
taxes, depreciation and 
amortization adjustments 
for the past 12 month 
period.
• Term
• Volatility 
• Discount for lack of 
marketability ("DLOM")

• Increases (decreases) in 
Next Calendar Year 
Multiple increase 
(decrease) fair value 
• Increases (decreases) in 
Next Calendar Year 
EBITDA Multiple increase 
(decrease) fair value
• Increases (decreases) in 
Last Twelve Months 
Revenue Multiple increase 
(decrease) fair value 
• Increases (decreases) in 
Last Twelve Months 
EBITDA Multiple increase 
(decrease) fair value
• Increases (decreases) in 
term increase (decrease) 
fair value
• Increases (decreases) in 
volatility increase 
(decrease) fair value
• Increases (decreases) in 
DLOM decrease (increase) 
fair value
• Increases (decreases) in 
discount rate decrease 
(increase) fair value

Preferred Stock
• Guideline public 
company method uses price 
multiples from data on 
comparable public 
companies. 
• CVM

Preferred Stock
• Next Calendar Year 
Revenue Multiple
• Next Calendar Year +1 
EBITDA Multiple
• Last Twelve Months 
Revenue Multiple valuation 
metric shows revenue for 
the past 12 month period.
• Last Twelve Months 
EBITDA Multiple 
valuation metric shows 
earnings before interest, 
taxes, depreciation and 
amortization adjustments 
for the past 12 month 
period.

• Increases (decreases) in 
Next Calendar Year 
Revenue Multiple increase 
(decrease) fair value 
• Increases (decreases) in 
Next Calendar Year 
EBITDA Multiple increase 
(decrease) fair value
• Increases (decreases) in 
Last Twelve Months 
Revenue Multiple increase 
(decrease) fair value 
• Increases (decreases) in 
Last Twelve Months 
EBITDA Multiple 
valuation increase 
(decrease) fair value
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Fixed Income
• Discounted cash flows 
(yield analysis) 
• market transactions 
approach 
• CVM
• Cost

Fixed Income
• Discount rate 
• Next Calendar Year 
EBITDA

• Increases (decreases) in 
discount rate decrease 
(increase) fair value
• Increases (decreases) in 
Next Calendar Year 
EBITDA increase 
(decrease) fair value

Separate account assets   
and liabilities

Equity method • Proportionate share of net 
income of the underlying 
investment fund
• Proportionate share of 
other comprehensive 
income of the underlying 
investment fund
• Proportionate share of 
distribution received from 
the underlying investment 
fund

• Increases (decreases) in 
proportionate share of net 
income of the underlying 
investment fund increase 
(decrease) fair value
• Increases (decreases) in 
proportionate share of other 
comprehensive income of 
the underlying investment 
fund increase (decrease) 
fair value
• Increases (decreases) in 
proportionate share of 
distribution received from 
the underlying investment 
fund decrease (increase) 
fair value

The following table presents the changes in the balance of financial assets and liabilities classified as Level 3 as at 
December 31, 2022 and 2021:

2022 2021

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

Financial 
assets

Financial 
liabilities

Financial 
assets

Financial 
liabilities

Balance, beginning of year    ................................ $ 309 $ — $ — $ — 
Fair value changes in net income     .......................  (14)  3  —  — 
Fair value changes in other comprehensive 
income  ................................................................  (33)  —  —  — 
Additions ............................................................  3,095  32  309  — 
Disposals   ............................................................  (91)  (8)  —  — 
Balance, end of year   ........................................... $ 3,266 $ 27 $ 309 $ — 

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

There were no transfers between Level 1, Level 2 or Level 3 during the years ended December 31, 2022 and 
December 31, 2021.
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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 2022 2021 2020
Interest income

Cash and cash equivalents    ................................................................ $ 34 $ 1 $ — 
FVTPL investments      ..........................................................................  106  51  28 
AFS investments     ...............................................................................  326  12  2 
Loans and receivables   .......................................................................  237  5  — 

Total interest income      ...........................................................................  703  69  30 

Dividend income
FVTPL investments      ..........................................................................  5  —  — 
AFS investments     ...............................................................................  7  —  — 

Total dividend income  .........................................................................  12  —  — 

Realized gains on investments and derivatives
FVTPL investments      ..........................................................................  (86)  3  3 
Derivatives      ........................................................................................  211  (45)  — 
AFS investments     ...............................................................................  6  2  — 
Foreign exchange gain/loss ...............................................................  26  9  — 

Total realized gains on investments and derivatives    ...........................  157  (31)  3 

Unrealized gains (losses) on investments and derivatives
   FVTPL investments       .........................................................................  (302)  (60)  46 
   AFS investments    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (22)  — $ — 
   Derivatives    .......................................................................................  (298)  27  6 
Total unrealized gains (losses) on investments and derivatives  ..........  (622)  (33)  52 

Other investment income (expenses)    ..................................................  86  (4)  (1) 
Net investment income    ...................................................................... $ 336 $ 1 $ 84 
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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 2022 2021 2020
Interest income

FVTPL investments      .......................................................................... $ 199 $ 29 $ — 
Total interest income attributable to funds withheld   ...........................  199  29  — 

Realized losses on investments and derivatives
FVTPL investments      ..........................................................................  (73)  (2)  — 

  Foreign exchange losses     ....................................................................  (3)  (4)  — 
Total realized losses on investments and derivatives attributable to 
funds withheld   .....................................................................................  (76)  (6)  — 

Unrealized losses on investments and derivatives
FVTPL investments      ..........................................................................  171  (19)  — 

  Foreign exchange losses     ....................................................................  (14)  (1)  — 
Total unrealized losses on investments and derivatives attributable 
to funds withheld    .................................................................................  157  (20)  — 

Other investment income    ....................................................................  1  75  — 

Net investment results from funds withheld    ................................... $ 281 $ 78 $ — 

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, options, cross 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, options, cross 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.  
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The following table presents the fair values of derivative assets and liabilities categorized by type of hedge for 
accounting purposes and derivative investments:

2022 2021

AS AT DEC. 31
US$ MILLIONS

Total 
notional 
amount

Fair value
Total 

notional 
amount

Fair value
Assets Liabilities Assets Liabilities

Derivative investments      ......................... $ 11,478 $ 44 $ (32) $ 7,469 $ 146 $ (1) 
Fair value hedges       ..................................  140  —  (6)  —  —  — 
Total derivatives1

     .................................. $ 11,618 $ 44 $ (38) $ 7,469 $ 146 $ (1) 

Notional principal by terms of maturity and the fair value of derivatives are presented in the table below.

Notional amount

AS AT DEC. 31, 2022
US$ MILLIONS

Fair 
value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded
Bond futures    .......................... $ — $ (25) $ 78 $ 1,504 $ — $ — $ — $ 1,504 

Over-the-counter
Foreign exchange forwards    ...  7  (13)  3  2,564  66  —  —  2,630 
Cross currency swaps     ............  1  —  —  9  —  —  8  17 
Interest rate swaps    .................  1  —  —  —  —  —  15  15 

  Options1
   .................................  35  —  101  7,001  451  —  —  7,452 

Total   ........................................ $ 44 $ (38) $ 182 $ 11,078 $ 517 $ — $ 23 $ 11,618 

1Includes equity-index options, recorded within Other invested assets in Note 4(a) and Note 4(b) tables. 

Notional amount

AS AT DEC. 31, 2021
US$ MILLIONS

Fair 
value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded
Bond futures   ........................ $ 9 $ — $ 22 $ 730 $ — $ — $ — $ 730 

Over-the-counter
Foreign exchange forwards      .  10  —  1  787  59  —  —  846 
Warrants      ..............................  —  —  —  1  —  —  —  1 
Cross currency swaps    ..........  —  —  —  —  10  8  18 
Interest rate swaps      ...............  —  (1)  —  —  —  1  71  72 
Options     ................................  127  —  —  5,802  —  —  —  5,802 

Total       ...................................... $ 146 $ (1) $ 23 $ 7,320 $ 69 $ 1 $ 79 $ 7,469 

The company monitors the fair values of bond futures and forwards on a daily basis, with additional cash collateral 
obtained or refunded as necessary.    
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Bond futures and most foreign exchange forwards, cross currency swaps and options mature in less than 1 year. 
Interest rate swaps mature in over 5 years and settle on a semi-annual or annual basis. Derivatives are measured at 
FVTPL and are reported on the 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, 
options, 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, 2022, the company has pledged $182 million of financial assets as 
collateral under the terms of the derivative contracts (2021 – $23 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 22 Risk Management.

F-48



f) Summary of investments

2022 2021

AS AT DEC. 31
US$ MILLIONS

Carrying 
Amount Percent

Carrying 
Amount Percent

Corporate debt securities
Corporate bonds    .............................................. $ 13,466  46 % $ 1,731  34 %
Asset-backed securities      ...................................  1,602  5 %  168  3 %
Private debt    ......................................................  256  1 %  137  3 %

 15,324  53 %  2,036  40 %
Government bonds

United States government    .............................  3,292  11 %  1,271  25 %
Canada government  .......................................  79  — %  61  1 %
Canada provincials    ........................................  309  1 %  332  7 %

 3,680  13 %  1,664  33 %
Loans and receivables

Private loans    ..................................................  1,172  4 %  568  11 %
Mortgage loans    ..............................................  5,930  20 %  188  4 %
Other loans   ....................................................  427  2 %  —  — %

 7,529  26 %  756  15 %
Separately managed accounts     ............................  128  — %  —  — %
Other invested assets  ..........................................  27  — %  —  — %
Separate account assets   ......................................  1,045  4 %  —  — %

Derivatives
Foreign exchange forwards    ...........................  (7)  — %  10  — %
Cross currency swaps     ....................................  1  — %  —  — %
Interest rate swaps    .........................................  1  — %  (1)  — %
Bonds futures   ................................................  (25)  — %  9  — %
Options     ..........................................................  36  1 %  127  2 %

 6  1 %  145  2 %
Equity

Common shares    .............................................  1,207  4 %  306  6 %
Preferred shares    .............................................  73  — %  19  — %

     Private equity and other   ................................  129  — %  162  3 %
 1,409  4 %  487  10 %

Total    .................................................................. $ 29,149  100 % $ 5,088  100 %
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NOTE 5. REINSURANCE FUNDS WITHHELD

AS AT DEC. 31
US$ MILLIONS 2022 2021
Reinsurance funds withheld      ..................................................................................... $ 5,603 $ 4,819 
Embedded derivatives      ..............................................................................................  151  (19) 
Reinsurance funds withheld payable    ........................................................................  (144)  (150) 
Net reinsurance funds withheld     ............................................................................ $ 5,610 $ 4,650 

The company has embedded derivatives on the reinsurance funds withheld, which are required to be separated from 
the host contracts and reported on a fair value basis. The value of the embedded derivative at December 31, 2022, 
was $151 million (2021 - $19 million). 

Embedded derivatives from Modco arrangements are fair valued using a total return swap. During the year, the 
company changed fair value methodologies, as described in Note 2(m). In the old methodology of valuing the 
embedded derivative,  the company was subject to the investment performance of the withheld assets with the total 
investment return impacting the host contract and embedded derivative value.  Under the new Market Calibration 
Approach methodology, the fixed loan interest rate over the notional loan term is calibrated such that loan cash 
flows, discounted at the forward swap rates, equals the market value or starting reserve at calibration date. 

NOTE 6. PROPERTY AND EQUIPMENT

The company's property and equipment consist of the following:

US$ MILLIONS

Computers 
and office 

equipment
Furniture 

and fixtures
Leasehold 

improvements ROU asset Total
Cost
As at December 31, 2021       ............... $ 1 $ — $ — $ 1 $ 2 
Acquisitions through business 
combinations   ...................................  73  2  100  —  175 
Additions    ........................................  25  —  15  1  41 
Disposals   .........................................  (9)  —  (8)  —  (17) 
As at December 31, 2022    .............. $ 90 $ 2 $ 107 $ 2 $ 201 

Accumulated depreciation
As at December 31, 2021       ............... $ — $ — $ — $ — $ — 
Depreciation ....................................  (2)  —  (3)  —  (5) 
Disposals   .........................................  (2)  —  —  —  (2) 
As at December 31, 2022    .............. $ (4) $ — $ (3) $ — $ (7) 

Carrying amount
December 31, 2021   ......................... $ 1 $ — $ — $ 1 $ 2 
December 31, 2022   ........................ $ 86 $ 2 $ 104 $ 2 $ 194 

For the year ended December 31, 2022, the company did not incur an impairment expense (2021 – $Nil).
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NOTE 7. EQUITY ACCOUNTED INVESTMENTS

The company's equity accounted investments relate to its investment in associates and investments in real estate joint 
ventures and other limited partnership interests.

The following table presents the change in the company's equity accounted investment in AEL Holdings:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Balance, beginning of year  ........................................................................................ $ 344 $ — 
Additions    ...................................................................................................................  254  294 
Share of net income     ..................................................................................................  98  8 
Share of other comprehensive (loss) income    .............................................................  —  44 
Distributions received   ................................................................................................  —  (2) 
Derecognition of equity accounted investments upon loss of significant influence      .  (696)  — 
Balance, end of year    ................................................................................................. $ — $ 344 

As at December 31, 2021, the company’s ownership interest in AEL Holdings represented an equity accounted 
investment as a result of the company’s common equity ownership in AEL Holdings, a material reinsurance 
transaction with American Equity Investment Life Insurance Company ("AEILIC"), a wholly-owned subsidiary of 
AEL Holdings, and the membership of Brookfield Reinsurance’s CEO on AEL Holdings board of directors. On 
November 8, 2022, Brookfield Reinsurance appointed board member resigned from AEL’s board of directors 
resulting in the loss of significant influence and therefore the discontinuation of the Brookfield Reinsurance’s 
common share holding of AEL Holdings as an associate and it became a financial asset on November 8, 2022. The 
company recognized a $607 million gain on the discontinuation of equity method accounting on its investment in 
AEL Holdings during the year.

The company’s equity in earnings of real estate partnerships is the company’s share of operating earnings and 
realized gains from investments in real estate joint ventures and other limited partnership interests using the equity 
method of accounting. 

The following table presents the change in the company's joint ventures and other limited partnership interests 
during the year:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Balance, beginning of year  ........................................................................................ $ — $ — 
Acquisition from business combination     ....................................................................  1,402  — 
Additions    ...................................................................................................................  443  — 
Share of net income    ...................................................................................................  124  — 
Distributions received   ................................................................................................  (233)  — 
Foreign currency translation and other    ......................................................................  (63)  — 
Balance, end of year    ................................................................................................. $ 1,673 $ — 

The company recognizes its share of income and OCI from its weighted average ownership interest in the equity 
accounted investments one quarter in arrears or less, depending on the most up to date information available to the 
company. 
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NOTE 8. DEFERRED ACQUISITION COSTS AND VALUE OF BUSINESS ACQUIRED

The following table presents movement in deferred acquisition costs and VOBA, as well as the impact on expenses:

AS AT AND FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Balance, beginning of year    ........................................................................................ $ 776 $ — 
Acquisition from business combination    ....................................................................  571  — 
Costs capitalized     ........................................................................................................  720  775 
Amortization and other    ..............................................................................................  (335)  1 
Balance, end of year      ................................................................................................ $ 1,732 $ 776 

VOBA recognized in connection with the acquisition of American National represents the difference between the 
fair value of liabilities acquired and reserves established using a weighted-average cost of capital discount rate and 
other relevant assumptions as at the acquisition date. The acquisition resulted in VOBA of $571 million within direct 
business written. VOBA is amortized based on the estimated premium earning patterns. Amortization expense of 
VOBA was $125 million since the acquisition date.

NOTE 9. INVESTMENT PROPERTIES

The company’s investment properties are as follows:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Cost     ............................................................................................................................ $ 576 $ — 
Accumulated depreciation      ..........................................................................................  (14)  — 
Net carrying amount  ................................................................................................ $ 562 $ — 

As at December 31, 2022, the fair value of investment properties is $562 million.

The following table presents the changes in the company's investment properties:

AS AT AND FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Balance, beginning of year  ........................................................................................ $ — $ — 
Acquisition from business combination     ....................................................................  541  — 
Additions from expenditure capitalization   ................................................................  37  — 
Disposals   ....................................................................................................................  (4)  — 
Depreciation ...............................................................................................................  (14)  — 
Foreign currency translation and other    ......................................................................  2  — 
Balance, end of year    ................................................................................................. $ 562 $ — 

The following table presents the rental income and direct operating expenses of the investment properties:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Rental income from investment properties     .................................... $ 60 $ — $ — 
Direct operating expenses of rental investment properties    ............  (36)  —  — 
Direct operating expenses of non-rental investment properties   .....  (8)  —  — 
Total     .............................................................................................. $ 16 $ — $ — 
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NOTE 10. OTHER ASSETS

The company's other assets consist of the following:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Accounts receivable     ................................................................................................. $ 15 $ — 
Prepaid reinsurance premium      ...................................................................................  47  — 
Taxes recoverable   .....................................................................................................  34  — 
Due from related party       .............................................................................................  2  10 
Intangible assets     .......................................................................................................  52  3 
Reinsurance receivable    .............................................................................................  26  12 
Other    .........................................................................................................................  86  4 
Total other assets  .................................................................................................... $ 262 $ 29 

The company's intangible assets consist of computer software, distributor relationships, trade name, and insurance 
licenses. For the year ended December 31, 2022, the company did not incur an impairment expense (2021 – $Nil). 

NOTE 11. GOODWILL

Goodwill is the excess of cost over the estimated fair value of net assets acquired. As at December 31, 2022, the 
company had $102 million in goodwill which was related to the Direct Insurance segment. There is no accumulated 
impairment balance associated with goodwill. The company performs a goodwill impairment analysis annually as of 
December 31, and more frequently if facts and circumstances indicate that goodwill may be impaired.

The reconciliation of the carrying value of goodwill is in the following table:

AS AT AND FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Balance, beginning of year   .................................................................................... $ — $ — 

Acquisition from business combination     .............................................................  102  — 
Impairment    ..........................................................................................................  —  — 

Balance, end of year    .............................................................................................. $ 102 $ — 

NOTE 12. SEPARATE ACCOUNT ASSETS AND LIABILITIES

The following table presents the details of investments in the company's separate account assets and liabilities:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Cash and cash equivalents      ......................................................................................... $ 4 $ — 
Bonds      .........................................................................................................................  115  — 
Equity securities       ........................................................................................................  894  — 
Investment funds   ........................................................................................................  27  — 
Other assets   ................................................................................................................  5  — 
Total   .......................................................................................................................... $ 1,045 $ — 
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The following table presents the change of the company's separate account assets and liabilities:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Balance, beginning of year  ........................................................................................ $ — $ — 
Additions (deductions)
    Acquisition from business combination   ................................................................  1,123  — 
    Policyholder deposits     ............................................................................................  44  — 
    Net investment income  ..........................................................................................  32  — 
    Net realized capital gains on investments   ............................................................  (72)  — 
    Policyholder benefits and withdrawals    .................................................................  (66)  — 
    Net transfer to or from separate account    ...............................................................  (10)  — 
    Policy charges    .......................................................................................................  (6)  — 
Total changes     ............................................................................................................  1,045  — 
Balance, end of year     ................................................................................................ $ 1,045 $ — 

NOTE 13. FUTURE POLICY BENEFITS AND POLICYHOLDERS' ACCOUNT BALANCES

The company’s future policy benefits and policyholders' account balances are as follows:

a. Future Policy Benefits

(i)       Key methodologies and assumptions

Direct Insurance

American National estimates future policy benefits for amounts payable under insurance and annuity policies. 
Generally, amounts are payable over an extended period of time and related liabilities are calculated as the present 
value of expected benefit payments reduced by the present value of expected premiums. Such future policy benefits 
are established on a block of business based on methods and underlying assumptions and applicable actuarial 
standards. Principal assumptions used in the establishment of future policy benefits are mortality, morbidity, policy 
lapse, renewal, retirement, disability incidence, disability termination, investment return, inflation, expenses, and 
other contingent events as appropriate to the respective product type.

Future policy benefits for non-participating traditional life insurance are equal to the aggregate of the present value 
of expected benefit payments and related expenses less the present value of expected net premiums. Assumptions as 
to mortality and persistency are based upon American National’s experience when the basis of the liability is 
established. Interest rates for the aggregate future policy benefits range from 3.0% to 8.0%.

Future policy benefits for participating traditional life insurance are equal to the aggregate of (i) net level premium 
reserves for death and endowment policy benefits (calculated based upon the non-forfeiture interest rate, ranging 
from 2.5% to 5.5%) and mortality rates guaranteed in calculating the cash surrender values described in such 
contracts; and (ii) the liability for terminal dividends.

Future policy benefits for individual fixed deferred annuities after annuitization and single premium immediate 
annuities are equal to the present value of expected future payments. The interest rate used in establishing such 
liabilities range from 3.0% to 6.0% for all policies in-force.

Future policy benefits for non-medical health insurance are calculated using the net level premium method and 
assumptions as to future morbidity, withdrawals and interest, which provide a margin for adverse deviation. The 
interest rate used in establishing such liabilities range from 3.5% to 8.0%.

Future policy benefits for disabled lives are estimated using the present value of benefits method and experience 
assumptions as to claim terminations, expenses and interest. The interest rates used in establishing such liabilities 
range from 3.0% to 6.0%.

F-54



Liabilities for universal life secondary guarantees and paid-up guarantees are determined by estimating the expected 
value of death benefits payable when the account balance is projected to be zero and recognizing those benefits 
ratably over the accumulation period based on total expected assessments. American National regularly evaluates 
estimates used and adjusts the additional liability balances with a related charge or credit to benefit expense, if actual 
experience or other evidence suggests that earlier assumptions should be revised. The assumptions used in 
estimating the secondary and paid-up guarantee liabilities are consistent with those used for amortizing DAC, and 
are thus subject to the same variability and risk. The assumptions of investment performance and volatility for 
variable products are consistent with historical Standard & Poor’s experience. The benefits used in calculating the 
liabilities are based on the average benefits payable over a range of scenarios.

American National periodically reviews its estimates of actuarial liabilities for future policy benefits and compares 
them with its actual experience. Differences between actual experience and the assumptions used in pricing these 
policies, guarantees and riders and in the establishment of the related liabilities result in variances in profit and could 
result in losses. The effects of changes in such estimated liabilities are included in the company's Statements of 
Operations in the period in which the changes occur.

Reinsurance

NER SPC’s future policy benefits 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.

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 SPC's future policy benefits 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 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. 

NER Ltd.'s future policy benefits 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 future policy benefits 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.

The future policy benefits 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 (aa) Future 
Policy Benefits. 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.
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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.

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. 

(ii)      Net change in future policy benefits

The following tables summarize the movements of future policy benefits, policy and contract claims, and 
policyholders’ account balances for the years ended December 31, 2022 and December 31, 2021 by its major 
components:

FOR THE YEAR ENDED DEC. 31 
2022
US$  MILLIONS Life Annuities Health

Gross 
reserves

Reinsurance 
assets Net

Beginning of year  ...................... $ — $ 8,497 $ — $ 8,497 $ 169 $ 8,328 
Changes during the year

Acquisition from business 
combination     ..........................  3,533  1,754  46  5,333  90  5,243 
New business   ........................  10  1,906  —  1,916  —  1,916 
Normal changes    ....................  38  (784)  1  (745)  (48)  (697) 
Management actions and 
changes in assumptions    ........  —  974  —  974  —  974 

 3,581  3,850  47  7,478  42  7,436 
Impact of foreign exchange1

  .....  —  (204)  —  (204)  (9)  (195) 
Balance at end of year   ............. $ 3,581 $ 12,143 $ 47 $ 15,771 $ 202 $ 15,569 
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FOR THE YEAR ENDED DEC. 31 
2021
US$  MILLIONS Life Annuities Health

Gross 
reserves

Reinsurance 
assets Net

Beginning of year  ...................... $ — $ 1,339 $ — $ 1,339 $ 190 $ 1,149 
Changes during the year

New business   ........................  —  7,180  —  7,180  —  7,180 
Normal changes    ....................  —  (310)  —  (310)  (20)  (290) 

Management actions and 
changes in assumptions    ........  —  282  —  282  (2)  284 

 —  7,152  —  7,152  (22)  7,174 
Impact of foreign exchange1

  .....  —  6  —  6  1  5 
Balance at end of year   ............. $ — $ 8,497 $ — $ 8,497 $ 169 $ 8,328 

1. Foreign currency translation reported as a separate component of other comprehensive income. 

Under fair value accounting required by our Canadian PRT business, movement in the fair value of the supporting 
assets is a primary driver of the movement of future policy benefits. In a duration matched portfolio, 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 future policy benefits associated with the change in the value of the supporting assets is included within 
normal changes above. The future policy benefits from reinsurance activities is not sensitive to the fair value of the 
supporting assets under US GAAP reserve methodology. 

The increases in future policy benefits in 2022 were mainly due to the new business of $2 billion, offset by the 
negative impact of normal changes of $697 million, which was primarily driven by the market value changes from 
increases in interest rates. Management actions and changes in assumptions increased future policy benefits by 
$974 million, resulting in net increases in future policy benefits, before the negative impact of foreign exchange of 
$195 million. 

The acquisition of American National resulted in negative VOBA of $781 million related to the life and annuity 
business, and has been recognized in the company's future policy benefits (life and annuities). Negative VOBA is 
amortized over 30 years using the straight-line method. Amortized negative VOBA revenue of $13 million was 
recorded since the acquisition date during 2022.

b. Policyholders' account balances

Policyholders' account balances relate to investment-type contracts and universal life-type policies. Investment-type 
contracts principally include traditional individual fixed annuities in the accumulation phase and non-variable group 
annuity contracts. Policyholder account balances are equal to (i) policy account values, which consist of an 
accumulation of gross premium payments; (ii) credited interest, ranging from 1.0% to 8.0% (some annuities have 
enhanced first year crediting rates ranging from 1.0% to 7.0%), less expenses, mortality charges, and withdrawals; 
and (iii) fair value adjustment.
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The following table summarizes the movement of policyholders' account balances:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Beginning of year      ..................................................................................................... $ — $ — 
Changes during the year

Acquisition from business combination     ..............................................................  13,880  — 
Policyholders' account deposits     ...........................................................................  1,407  — 
Interest credited to policyholders' account balances    ............................................  156  — 
Policyholders' account withdrawals  .....................................................................  (921)  — 
Charges to policyholders' account balances    ........................................................  (212)  — 

Balance at end of year  ............................................................................................ $ 14,310 $ — 

NOTE 14. POLICY AND CONTRACT CLAIMS

The liability for unpaid claims and claim adjustment expenses (“claims”) for health and property and casualty 
insurance is included in “Policy and contract claims” in the Statements of Financial Position and is the amount 
estimated for incurred but not reported (“IBNR”) claims and claims that have been reported but not settled. The 
liability for unpaid claims is estimated based upon American National’s historical experience and actuarial 
assumptions that consider the effects of current developments, anticipated trends and risk management programs, 
less anticipated salvage and subrogation. The effects of the changes are included in the Statements of Operations in 
the year in which the changes occur. The time value of money is not taken into account for the purposes of 
calculating the liability for unpaid claims. There have been no significant changes in methodologies or assumptions 
used to calculate the liability for unpaid claims and claim adjustment expenses.

a. Key methodologies and assumptions

Property and Casualty Reserving Methodology—The following methods are utilized:

• Initial Expected Loss Ratio—This method calculates an estimate of ultimate losses by applying an estimated 
loss ratio to actual earned premium for each calendar/accident year. This method is appropriate for classes of 
business where the actual paid or reported loss experience is not yet mature enough to influence initial 
expectations of the ultimate loss ratios.

• Pegged Frequency and Severity—This method uses actual claims count data and emergence patterns of older 
accident periods to project the ultimate number of reported claims for a given accident year. A similar process 
projects the ultimate average severity per claim so that the product of the two projections results in a projection 
of ultimate loss for a given accident year.

• Bornhuetter-Ferguson—This method uses, as a starting point, either an assumed Initial Expected Loss Ratio 
Method or Pegged Frequency and Severity method and blends in the loss ratio or frequency and severity 
implied by the claims experience to date by using loss development patterns based on our historical experience. 
This method is generally appropriate where there are few reported claims and an unstable pattern of reported 
losses.

• Loss or Expense Development (Chain Ladder)—This method uses actual loss or defense and cost containment 
expense data and the historical development profiles on older accident periods to project more recent, less 
developed periods to their ultimate total. This method is appropriate when there is a relatively stable pattern of 
loss and expense emergence and a relatively large number of reported claims.
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• Ratio of Paid Defense and Cost Containment Expense to Paid Loss Development—This method uses the ratio 
of paid defense and cost containment expense to paid loss data and the historical development profiles on older 
accident periods to project more recent, less developed periods to their ultimate total. In this method, an ultimate 
ratio of paid defense and cost containment expense to paid loss is selected for each accident period. The selected 
paid defense and cost containment expense to paid loss ratio is then applied to the selected ultimate loss for each 
accident period to estimate the ultimate defense and cost containment expense. Paid defense and cost 
containment expense is then subtracted from the ultimate defense and cost containment expense to calculate the 
unpaid defense and cost containment expense for that accident period.

• Calendar Year Paid Adjusting and Other Expense to Paid Loss—This method uses a selected prior calendar 
years’ paid expense to paid loss ratio to project ultimate loss adjustment expenses for adjusting and other 
expense. A percentage of the selected ratio is applied to the case reserves (depending on the line of insurance) 
and 100% to the indicated IBNR reserves. These ratios assume that a percentage of the expense is incurred 
when a claim is opened and the remaining percentage is paid throughout the claim’s life.

For most credit property and casualty products, IBNR liability is calculated as a percentage of pro rata unearned 
premium, with the specific percentage for a given product line informed by a traditional completion factor claim 
reserve analysis.

The expected development on reported claims is the sum of a pay-to-current reserve and a future reserve. The pay-
to-current reserve is calculated for each open claim having a monthly indemnity and contains the amount required to 
pay the open claim from the last payment date to the current valuation date. The future reserve is calculated by 
assigning to each open claim a fixed reserve amount based on the historical average severity. For debt cancellation 
products and involuntary unemployment insurance, this reserve is calculated using published valuation tables.

Cumulative claim frequency information is calculated on a per claim basis. Claims that do not result in a liability are 
not considered in the determination of unpaid liabilities.

For any given line of business, none of these methods are relied on exclusively. With minor exceptions, multiple 
methods may be used for a line of business as a check for reasonableness of our reselected reserve value.

b. Changes in policy and contract claims

The following table summarizes the movement of policy and contract claims:

FOR THE YEAR ENDED DEC. 31 2022
US$  MILLIONS

Gross 
reserves

Reinsurance 
assets Net

Beginning of year   .......................................................................... $ — $ — $ — 
Changes during the year

Acquisition from business combination    ...................................  1,706  320  1,386 
New business    ............................................................................  242  40  202 
Normal changes     ........................................................................  (162)  8  (170) 
Management actions and changes in assumptions   ...................  —  —  — 

 1,786  368  1,418 
Impact of foreign exchange   ...........................................................  —  —  — 
Balance at end of year    ................................................................. $ 1,786 $ 368 $ 1,418 

For December 31, 2022, the policy and contract claims increased by $1.4 billion primarily driven by the additions 
from the acquisition of American National. There was no policy and contract claims in 2021.
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c. Claims and claim adjustment expenses

The reconciliation of the net incurred and paid claims development tables to the liability for claims and claim 
adjustments in the consolidated statement of financial position is as follows:

Incurred Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance
Years ended December 31,

Accident 
Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

2013 $ 503  489  481  474  467  465  463  338  461  460 
2014  485  462  456  448  450  447  348  445  445 
2015  481  475  469  469  464  368  464  463 
2016  531  518  513  509  385  504  502 
2017  579  578  570  420  564  562 
2018  698  683  514  648  581 
2019  713  557  691  618 
2020  465  671  616 
2021  1,116  1,061 
2022  1,225 

Total $ 6,533 

Cumulative Paid Claims and Allocated Claim Adjustment Expenses, Net of Reinsurance
Years ended December 31,

Accident 
Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

2013 $ 217  319  375  412  431  440  449  451  454  453 
2014  192  300  350  387  413  426  432  435  436 
2015  187  301  359  402  431  442  447  451 
2016  216  333  394  438  458  474  482 
2017  232  392  456  490  512  528 
2018  285  467  529  565  530 
2019  290  469  531  523 
2020  305  468  488 
2021  623  823 
2022  681 

Total $ 5,395 
All outstanding liabilities before 2013, net of reinsurance 32

Liabilities for claims and claim adjustment expenses, net of reinsurance $ 1,170 
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The reconciliation of the net incurred and paid claims development table to the policy and contract claims in the 
Statements of Financial Position is as follows:

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021
Liabilities for unpaid claims and claim adjustment expenses, net of reinsurance    ..... $ 1,170 $ — 
Reinsurance recoverable on unpaid claims  ................................................................ 346  — 
Insurance lines other than short-duration      .................................................................. 199  — 
Unallocated claim adjustment expenses    .................................................................... 71  — 
Total policy and contract claims     ................................................................................ $ 1,786 $ — 

NOTE 15. REINSURANCE CEDED

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 Statements of Operations. 

In December 2020, PRT segment entered into two longevity reinsurance transactions which resulted in after-tax 
losses on inception of approximately $1 million. In December 2021, our PRT segment entered into another longevity 
reinsurance transaction which resulted in an after-tax loss on inception of approximately $1 million. There was no 
new reinsurance agreement entered in 2022.

As at December 31, 2022, our PRT segment’s total expected fixed payments and actual costs of benefit expenses to 
be reimbursed under longevity reinsurance transactions used in valuing reinsurance assets were $914 million and 
$899 million (2021 - $1.1 billion and $1.1 billion) 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 
Statements of Operations.

Our Direct Insurance segment reinsures portions of certain life insurance policies to provide a greater diversification 
of risk and manage exposure on larger risks.

For the property and casualty, our Direct Insurance segment retains the first $2 million of loss per risk. Reinsurance 
covers up to $6 million of property and liability losses per risk. Additional excess property per risk coverage is 
purchased to cover risks up to $20 million, and excess casualty clash coverage is purchased to cover losses up to 
$60 million. Corporate catastrophe coverage is in place for losses up to $470 million ($500 million if the top layer of 
the Property Catastrophe Top and Drop contract is included). The Direct Insurance segment retains the first 
$35 million of each catastrophe. 

The first contract is the Property Catastrophe Top and Drop cover that consists of $30 million of annual limit 
available either wholly or in part across two layers of coverage. The second aggregate contract provides for 
$30 million of coverage after $160 million of annual aggregated catastrophe losses has been reached. 

The Direct Insurance segment remains primarily liable with respect to any reinsurance ceded and would bear the 
entire loss if the reinsurer does not meet their obligations under any reinsurance treaties.

As at December 31, 2022, reinsurance payable was $5 million, representing the amounts payable from third-party 
cedants. None of the amount outstanding at December 31, 2022 is the subject of litigation or is in dispute with the 
reinsurers involved. Management believes the unfavorable resolution of any dispute that may arise would not have a 
material impact on the financial statements.
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NOTE 16. CORPORATE AND SUBSIDIARY BORROWINGS

The company and its subsidiaries have bilateral revolving credit facilities backed by third-party financial institutions. 
The total available amount on the credit facilities is $500 million. The credit facilities bear interest at the specified 
SOFR, CDOR, or bankers’ acceptance rate plus a spread and have a maturity date of June 2027. As at December 31, 
2022, $356 million was drawn on the bilateral credit facilities.

The company has a $1.0 billion 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, 
2022, the facility had $804 million outstanding. 

In April 2022, the company entered into a $1.0 billion 364-day secured facility. As at December 31, 2022, the 
facility was fully drawn.

The facilities require the company to maintain a minimum net worth covenant. As at December 31, 2022, the 
company was in compliance with its financial covenants.

The company also has a revolving credit facility with Brookfield that, as at December 31, 2022, permitted 
borrowings of up to $400 million. As at December 31, 2022, there were no amounts drawn on the facility. 

Subsidiary borrowings of $1.5 billion relate to debt issued at American National. $1.0 billion matures in 2027 and 
the remaining $500 million matures in 2032. 

NOTE 17. OTHER LIABILITIES

The company’s other liabilities consist of the following:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Accounts payable and accrued liabilities    ................................................................. $ 61 $ 57 
Liability for retirement benefits   ...............................................................................  67  — 
Escrow fund on mortgage loans   ...............................................................................  138  — 
Accrued commissions and other expenses    ...............................................................  185  — 
Other    .........................................................................................................................  280  7 
Total other liabilities      .............................................................................................. $ 731 $ 64 

NOTE 18. OPERATING EXPENSES

Operating expenses include the following:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Salaries and benefits expense  ........................................................ $ 190 $ 10 $ 3 
Professional services    .....................................................................  77  18  2 
Rent    ...............................................................................................  24  —  — 
Technology   ....................................................................................  42  2  1 
Sales and capital taxes  ...................................................................  48  1  — 
Depreciation of property and equipment  .......................................  13  —  — 
Other  ..............................................................................................  39  4  — 
Total operating expenses   ............................................................ $ 433 $ 35 $ 6 
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NOTE 19. 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 2022 2021 2020
Current tax:

Current tax on profits for the year   .......................................... $ 36 $ — $ 1 
       Adjustments in respect of prior years  .....................................  (15)  —  — 
Total current tax expense     ...........................................................  21  —  1 
Deferred tax:

Origination and reversal of temporary differences    ................  33  2  — 
       Adjustments in respect of prior years  .....................................  14  —  — 
Total deferred tax expense    ........................................................  47  2  — 
Total income tax expense    ............................................................ $ 68 $ 2 $ 1 

The below reconciliation has been prepared using a statutory income tax rate of 16.4% (2021 – 6.4% and 2020 – 
26.5%). The statutory income tax rate is calculated using domestic tax rates applicable to the jurisdictions in which 
the company’s corporate subsidiaries operate in the given year.

The company’s income tax expense is reconciled as follows:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Net (loss) income before income tax     ............................................ $ 560 $ (42) $ 2 
Income tax at statutory tax rate     .....................................................  92  (3)  1 

Tax effect of:
        International operations subject to different tax rates   ...........  (20)  5  — 
        Other  ......................................................................................  (4)  —  — 

Total income tax expense .............................................................. $ 68 $ 2 $ 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
US$ MILLIONS 2022 2021 2020
Statutory income tax rate    ................................................................  16.4%  6.4%  26.5% 
Increase (reduction) in rate resulting from:
        International operations subject to different tax rates    ............  (3.6) %  (11.1) %  15.9 %
        Other   .......................................................................................  (0.7) %  — %  (13.0) %
Effective income tax rate  ................................................................  12.1 %  (4.7) %  29.4 %
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The gross movement on the deferred tax asset is as follows:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021
Deferred tax asset, beginning of year      ............................................ $ 20 $ — 
Recognized in net income (loss)   ....................................................  (47)  (2) 
Business combination   ....................................................................  369  2 
Recognized in equity    .....................................................................  188  — 
Foreign exchange and other  ...........................................................  1  20 
Deferred tax assets, end of year   .................................................. $ 531 $ 20 

Deferred tax asset recognized relates to the following temporary differences:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Non-capital loss carryforwards      ................................................................................ $ 7 $ 18 
Investments    ...............................................................................................................  404  — 
Future policy benefits    ...............................................................................................  107  — 
Participating policyholder liabilities   .........................................................................  55  — 
Deferred acquisition costs   ........................................................................................  (41)  — 
Tax credit carryforwards   ..........................................................................................  4  2 
Other    .........................................................................................................................  (5)  — 
Deferred tax asset    ..................................................................................................... $ 531 $ 20 

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 asset as of  December 31, 2022, the company determined that the 
deferred tax asset would be realized within the applicable statutory carryforward period.

Income tax recovery recognized in other comprehensive income consist of the following:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Fair value through OCI securities      ................................................. $ (186) $ — $ — 
Revaluation of pension obligation     ................................................  (2)  —  — 
Total income tax recovery in other comprehensive income       ........ $ (188) $ — $ — 
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NOTE 20. SHARE CAPITAL

As at December 31, 2022 and 2021, the company is authorized to issue:

i. 1,000,000,000 Exchangeable Class A Limited Voting Shares with a par value of $33.70 per share; 

ii. 500,000,000 Exchangeable Class A-1 Limited Non-Voting Shares with a par value of $33.70 per share; 

iii. 500,000 Class B Limited Voting Shares with a par value of $33.70 per share; 

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

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

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

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

viii. 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, 2022 and December 31, 2021 comprises the following:

December 31, 2022 December 31, 2021
Number of shares Value Number of shares Value

Issued
Class A exchangeable shares     ................ 9,594,989 $ 422 10,877,989 $ 535 
Class B shares    ....................................... 24,000  1 24,000  1 
Class C shares    ....................................... 40,934,623  1,467 23,544,548  963 

  Class A junior preferred shares1
     ............ 100,460,280 $ 2,512 — $ — 

1. The company's class A junior preferred shares are classified as liabilities on the Statements of Financial Position.

The movement of shares issued and outstanding is as follows:
\

AS AT AND FOR THE YEAR ENDED 
DEC.31, 2022

Class A 
exchangeable 

shares Class B shares Class C shares

Class A junior 
preferred 

shares
Outstanding, beginning of year    ........................  10,877,989  24,000  23,544,548  — 
Issued (Repurchased)

Issuances      ........................................................  —  —  17,390,075  100,460,280 
Repurchases   ....................................................  (1,283,000)  —  —  — 

Outstanding, end of year   ...................................  9,594,989  24,000  40,934,623  100,460,280 

AS AT AND FOR THE YEAR ENDED 
DEC.31, 2021

Class A 
exchangeable 

shares Class B shares Class C shares

Class A junior 
preferred 

shares
Outstanding, beginning of year    ........................  —  —  —  — 
Issued (Repurchased)

Issuances      ........................................................  10,877,989  24,000  23,544,548  — 
Repurchases   ....................................................  —  —  —  — 

Outstanding, end of year   ...................................  10,877,989  24,000  23,544,548  — 

On May 25, 2022, the company issued 11,270,466 class C shares for $450 million and 98,351,547 class A junior 
preferred shares for $2.5 billion to Brookfield. 

On November 4, 2022, Brookfield converted its holdings of 675,000 Brookfield Reinsurance class A exchangeable 
shares for $27 million into 1,066,471 class C shares. 
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On December 1, 2022, Brookfield converted its holdings of 608,000 Brookfield Reinsurance class A exchangeable 
shares for $24 million into 5,053,138 class C shares. 

On December 9, 2022, Brookfield Reinsurance issued 2,108,733 class A junior preferred shares for $53 million to 
Brookfield.

NOTE 21. EARNINGS PER SHARE

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

FOR THE YEARS ENDED DEC. 31 
US$  MILLIONS, EXCEPT PER SHARE AMOUNTS 2022 2021
Net income (loss) for the year ........................................................................................ $ 492 $ (44) 
Attributable to:

Brookfield Corporation    ...............................................................................................  —  5 
Class A exchangeable and Class B shareholders     ........................................................  6  3 
Class C shareholders     ...................................................................................................  484  (52) 
Non-controlling interests     .............................................................................................  2  — 

Weighted average shares – Class C shares   ................................................................  30,919,577  19,903,823 
Earnings per share per class C share - basic   ............................................................. $ 15.68 $ (2.58) 

NOTE 22. 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. 

The company manages risk by applying the principles and guidelines outlined in the enterprise risk management 
framework presented to the Brookfield Reinsurance 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. 

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 
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• 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, NER SPC and American National at 
least annually. The primary purpose of the ORSA exercise is to allow the entities to incorporate an analysis of the 
internal capital needs into the risk management frameworks. 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 entities' business plans. 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. The ORSA provides a perspective of the capital resources necessary to achieve the entities' 
business strategies and remain solvent given their risk profile, as well as insight into the risk management and 
governance procedures surrounding these processes. 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. Risks are monitored on an 
ongoing basis and risk management reports are provided to management on a monthly basis and to the Board 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. Segments and 
functional groups are responsible for identifying and assessing key and emerging risks on an ongoing basis.

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. 

a. 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 financial assets, borrowings 
and derivative instruments.

(i)       Interest rate risk

The observable impacts on the fair values and future cash flows of financial instruments that can be directly 
attributable to interest rate risk include changes in the net income from financial instruments whose cash 
flows are determined with reference to floating interest rates and changes in the value of financial instruments 
whose cash flows are fixed in nature.
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The company is exposed to interest rate risk within the investment portfolio it maintains to meet the 
obligations and commitments under its insurance contracts, in that the proceeds from the assets may not be 
sufficient to meet the company's obligations to policyholders. In addition, the company’s borrowing consist  
of fixed-rate and floating-rate debt.

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 may use 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 updates and to the Board on a 
quarterly basis. 

The Investment Policy is reviewed at least annually and approved by the Board. 

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

2022 2021

AS AT DEC. 31
US$ MILLIONS

50 bps 
increase

50 bps 
decrease

50 bps 
increase

50 bps 
decrease

Impact on profit and loss     ................................... $ 121 $ (127) $ (143) $ 222 
Impact on equity    ................................................  91  (95)  (148)  227 

(ii)      Foreign exchange risk

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

The company’s obligations under its insurance contracts are denominated in USD or Canadian dollars 
("CAD") but a portion of the assets supporting these liabilities are denominated in non-USD.

The company manages foreign exchange risk using foreign exchange forwards and currency swaps. 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 non-USD currencies, with 
changes in the translated value recorded in net income. As at December 31, 2022, a 1% fluctuation in USD 
against non-USD currencies would have an impact of approximately $20 million on net income and 
$20 million on equity (December 31, 2021 - $1 million on net income and $1 million on equity). 

(iii)    Other price risk

Other price risk is the risk of variability in fair value due to movements in equity prices or other market prices 
such as commodity prices and credit spreads.

At December 31, 2022, the company held approximately $1.4 billion of equity investments, approximately 
4% of total investment assets, which are subject to equity risk. The company's exposure to the equity markets 
is managed by sector and individual security and is intended to track the S&P 500 with minor variations. The 
company mitigates the equity risk by diversification of the investment portfolio.

The company also has equity risk associated with the equity-indexed life and annuity products the company 
issues. The company has entered into derivative transactions, primarily over-the-counter equity call options, 
to hedge the exposure to equity-index changes.
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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 loans and 
receivables. The company is also exposed to risks created by changes in market prices and cash flows 
associated with fluctuations in the credit spread or the market’s perception of the relative risk and reward to 
hold fixed maturity securities of borrowers with different credit characteristics or credit ratings. 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. 

The company is subject to credit risk associated with the reinsurance agreements. The reinsurance results in 
liability to pay the policyholders, and the company remains primarily liable to the policyholders for the risks . 
The company regularly monitors the financial strength of the reinsurers and the levels of concentration to 
individual reinsurers to verify they meet established thresholds.

The company’s use of derivative instruments exposes it to credit risk in the event of non-performance by the 
counterparties. The company has a policy of only dealing with counterparties that are creditworthy and 
obtaining sufficient collateral where appropriate, as a means of mitigating the financial loss from defaults. 
The company holds collateral in cash and notes secured by U.S. government backed assets. The non-
performance risk from derivative instruments is the net counterparty exposure based on the fair value of the 
open contracts, less the fair value of collateral held.

The carrying amount of assets included in the Statements of Financial Position represents the maximum credit 
exposure. No impairment provision has been made.

(i)       Asset quality

The following table summarizes the external credit ratings for investments and reinsurance funds withheld:

AS AT DEC.31, 2022
US$ MILLIONS AAA AA A BBB

BB and 
below Unrated Total

Bonds    ......................................... $ 1,094 $ 2,014 $ 6,517 $ 6,057 $ 1,464 $ — $ 17,146 
Asset-backed securities    ..............  218  205  629  414  133  3  1,602 
Private debt      ................................  —  —  133  —  —  123  256 
Preferred shares  ..........................  —  —  2  30  3  38  73 
Private loans  ...............................  —  —  4  18  411  739  1,172 
Mortgage loans     ..........................  —  —  1,583  2,370  1,827  150  5,930 
Reinsurance funds withheld   .......  925  278  1,136  2,427  144  700  5,610 
Total exposure to credit risk      ... $ 2,237 $ 2,497 $ 10,004 $ 11,316 $ 3,982 $ 1,753 $ 31,789 
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AS AT DEC.31, 2021
US$ MILLIONS AAA AA A BBB

BB and 
below Unrated Total

Bonds    ......................................... $ 500 $ 48 $ 1,450 $ 1,209 $ 188 $ — $ 3,395 
Asset-backed securities    ..............  12  7  51  61  37  —  168 
Private debt      ................................  —  —  —  —  —  137  137 
Preferred shares  ..........................  —  —  7  —  2  10  19 
Private loans  ...............................  —  —  60  55  188  265  568 
Mortgage loans     ..........................  —  —  —  —  —  188  188 
Reinsurance funds withheld   .......  819  228  891  2,484  135  93  4,650 
Total exposure to credit risk      ... $ 1,331 $ 283 $ 2,459 $ 3,809 $ 550 $ 693 $ 9,125 

The company’s overall target credit quality for the portfolio is a credit rating of BBB+ (2021 - BBB+). As at 
December 31, 2022 and 2021, the company met this requirement.

(ii)      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, such as groups of issuers in the same economic or geographic 
regions or in similar industries. 

The carrying value of debt securities and loans and receivables by geographic location is shown in the 
following table. The geographic location is based on the country of the creditor's parent.

AS AT DEC. 31
US$ MILLIONS 2022 2021
United States    ...................................................... $ 21,721  83 % $ 2,826  64 %
Canada     ...............................................................  1,836  7 %  1,352  30 %
Other     ..................................................................  2,602  10 %  278  6 %
Total     ................................................................... $ 26,159  100 % $ 4,456  100 %

The carrying value of debt securities and loans and receivables by sector and industry is shown in the 
following table:

AS AT DEC. 31
US$ MILLIONS 2022 2021
Financials      ........................................................... $ 5,096  19 % $ 649  15 %
Utilities ...............................................................  1,333  5 %  196  4 %
Industrials  ...........................................................  1,158  4 %  199  4 %
Energy   ................................................................  1,714  7 %  752  17 %
Real estate      ..........................................................  6,589  25 %  391  9 %
Consumer    ...........................................................  1,824  7 %  187  4 %
Information technology   ......................................  975  4 %  310  7 %
Others    .................................................................  7,470  29 %  1,772  40 %
Total     ................................................................... $ 26,159  100 % $ 4,456  100 %
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(iii)     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, 2022 and 2021 was $44 million and $146 million, 
respectively. As at December 31, 2022, these counterparties have a credit rating of BBB- or higher (2021 - A 
or higher). 

(iv)     Reinsurance counterparties

The company has reinsurance contracts with third-party reinsurers with a total exposure of $570 million at 
December 31, 2022 (December 31, 2021 – $169 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, 2022, the credit ratings of the reinsurers are BBB+ or higher (December 31, 2021 - A+).   

NER Ltd. and NER SPC have reinsurance contracts with third-party cedants with a total exposure of 
$5.6 billion at December 31, 2022 (December 31, 2021 – $6.3 billion).  

As at December 31, 2022, the credit ratings of the third-party cedants are A- or higher (December 31, 2021 - 
A- or higher).   

(v)      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, 2022 and 2021.

c. 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. 
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The following table sets out the expected maturity profile of the company’s financial liabilities: 

AS AT DEC.31, 2022
US$ MILLIONS Within 1 year 1-3 years 4-5 years Over 5 years Total
Future policy benefits     ....................... $ 1,078 $ 2,142 $ 1,793 $ 10,758 $ 15,771 
Policyholders' account balances  .......  1,288  2,576  1,717  8,729  14,310 
Policy and contract claims      ...............  162  321  214  1,089  1,786 
Unearned premium reserve     ..............  99  195  130  662  1,086 
Due to related party   ..........................  294  3  2  10  309 
Reinsurance payable  .........................  16  36  19  19  90 
Derivative liabilities    .........................  38  —  —  —  38 
Other policyholder funds ..................  29  58  39  196  322 
Notes payable   ...................................  11  62  6  72  151 
Corporate borrowings.......................  1,810  —  350  —  2,160 
Subsidiary borrowings     .....................  —  —  1,000  492  1,492 
Deferred revenue     ..............................  5  8  7  58  78 
Liabilities issued to reinsurance 
entities    ..............................................  —  —  —  151  151 
Funds withheld liabilities  .................  10  —  —  —  10 
Preferred shares    ................................  —  —  —  2,512  2,512 
Other liabilities    .................................  395  235  47  54  731 
Separate account liabilities   ...............  95  188  125  637  1,045 
Total    ................................................. $ 5,330 $ 5,824 $ 5,449 $ 25,439 $ 42,042 

AS AT DEC.31, 2021
US$ MILLIONS Within 1 year 1-3 years 4-5 years Over 5 years Total
Future policy benefits      ...................... $ 368 $ 769 $ 792 $ 6,568 $ 8,497 
Due to related party   ..........................  467  —  —  —  467 
Reinsurance payable  .........................  21  14  15  25  75 
Derivatives    .......................................  1  —  —  —  1 
Corporate borrowings.......................  656  37  —  —  693 
Deferred revenue     ..............................  4  7  7  64  82 
Liabilities issued to reinsurance 
entities    ..............................................  —  —  —  167  167 
Funds withheld liabilities  .................  12  —  —  —  12 
Other liabilities    .................................  64  —  —  —  64 
Total    ................................................. $ 1,593 $ 827 $ 814 $ 6,824 $ 10,058 

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 as lender, providing for a three-year 
$400 million revolving credit facility in addition to $500 million third-party revolving credit facilities with 
external banks. As at December 31, 2022 there were no amounts drawn on the Brookfield Credit Agreement 
(December 31, 2021 – $Nil), and $356 million drawn on the third-party revolving credit facilities 
(December 31, 2021 – $37 million). 
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In addition, a subsidiary of the company has access to a CAD$300 million repurchase agreement 
(December 31, 2021 - CAD$150 million). As at December 31, 2022, there were no amounts outstanding 
under the repurchase agreement (December 31, 2021 – $Nil). 

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, 2022, the company has entered into longevity reinsurance contracts and has reinsured 
approximately 42% of its longevity risk (December 31, 2021 – 71%).

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, 2022
US$ MILLIONS 5% Increase 5% Decrease 50% Increase 50% Decrease
Impact on profit and loss     ................................... $ 21 $ (22) $ (26) $ 26 
Impact on equity    ................................................  21  (22)  (26)  26 

Mortality Rate Mortality Improvement
AS AT DEC.31, 2021
US$ MILLIONS 5% Increase 5% Decrease 50% Increase 50% Decrease
Impact on profit and loss     ................................... $ 10 $ (9) $ (12) $ 13 
Impact on equity    ................................................  10  (9)  (12)  13 

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. T 
he 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, 2022
US$ MILLIONS 10% Increase 10% Decrease

50 bps 
Increase

50 bps 
Decrease

Impact on profit and loss     ................................... $ (1) $ 2 $ (10) $ 10 
Impact on equity    ................................................  (1)  2  (10)  10 

Mortality Rate Yield

AS AT DEC.31, 2021
US$ MILLIONS 10% Increase 10% Decrease

50 bps 
Increase

50 bps 
Decrease

Impact on profit and loss     ................................... $ (1) $ 1 $ (11) $ 12 
Impact on equity    ................................................  (1)  1  (11)  12 

Direct insurance

The insurance products are designed to balance features desired by the marketplace with provisions that 
mitigate the risk exposures across the insurance products portfolio. The company employ underwriting 
standards to help ensure proper rates are charged to different classes of risks. In the life insurance and annuity 
products, the company seeks to mitigate disintermediation risk, the risk of large outflows of cash at times 
when it is disadvantageous to he company to dispose of invested assets, with surrender charges and market 
value adjustment features.

The process of linking the timing and the amount of payment obligations related to our insurance and annuity 
contracts and the cash flows and valuations of the invested assets supporting those obligations is commonly 
referred to as ALM. The ALM Committee, including many of the company's senior executive officers, 
regularly monitors the level of risk in the interaction of assets and liabilities and helps shape actions intended 
to attain the desired risk-return profile. Investment allocations and duration targets are also intended to 
manage the risk exposure in the annuity products by setting the credited rate within a range supported by our 
investments. Tools that help shape investment decisions include deterministic and stochastic interest rate 
scenario analyses using a licensed third-party economic scenario generator and detailed insurance ALM 
models. These models also use experience related to surrenders and claims.
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The company also manages risk by purchasing reinsurance to limit exposure in the Life, Health, and Property 
and Casualty. In the Life line, the company currently retains 100% of newly developed permanent and term 
products up to the retention limit and cede the excess exposure to reinsurers that are evaluated for their credit 
strength. Consistent with the corporate risk management strategy, the company periodically adjusts the Life 
reinsurance program and retention limits as market conditions warrant. In the Health line, the company uses 
reinsurance on an excess of loss basis for the Managing General Underwriter (“MGU”) stop-loss business. In 
the Property and Casualty line, the reinsurance program provides coverage for some individual risks with 
exposures above certain amounts as well as exposure to catastrophes including hurricanes, tornadoes, wind 
and hail events, earthquakes, fires following earthquakes, winter storms, and wildfires. In all product lines, 
the company purchases reinsurance from multiple providers and regularly review the financial strength 
ratings of the reinsurers. Reinsurance does not remove the liability to pay the policyholders, and the company 
remain liable to the policyholders for the risks the company insures.

In the Property and Casualty line, the use of catastrophic event models is an important element of risk 
management. These models assist in the measurement and management of exposure concentrations and the 
amount and structure of reinsurance purchases. In addition to reinsurance, we manage exposure to 
catastrophic risk by limiting property exposure in areas with heightened brush fire risks and exposures and in 
coastal areas, implementing hurricane, wind and hail deductible requirements where appropriate, and not 
renewing coverage, when permitted by applicable law, in regions where we believe exposure to risky events 
exceeds our risk appetite.  

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

Mortality Rate Lapse Rate
AS AT DEC.31, 2022
US$ MILLIONS 3% Increase 3% Decrease 5% Increase 5% Decrease
Impact on profit and loss     ................................... $ (86) $ 86 $ (45) $ 45 
Impact on equity    ................................................  (86)  86  (45)  45 

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 23. RELATED PARTY TRANSACTIONS

In the normal course of operations, the company entered into the transactions below with related parties.

a) Brookfield Reinsurance agreements

As described in Note 1(b)(iv), 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. As of December 31, 
2022, there were no amounts drawn under the equity commitment.

As described in Note 1(b)(v), as of December 31, 2022, 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, 2022 was $Nil (December 31, 2021 - $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, 2022 was $Nil (December 31, 2021 - $Nil).

As described in Note 1(b)(viii), the company entered into the Administration Agreement on June 28, 2021. 
The base and other fees for  the year ended December 31, 2022 was $2 million (December 31, 2021 - 
$0.4 million). On August 5, 2022, the Administration Agreement was amended to include providing the 
services of the Chief Financial Officer. 

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, 2022 was $40 million (December 31, 2021 - $4 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, 2022 was $Nil (December 31, 2021 - $Nil).

b) Other related party transactions

On March 10, 2020, BAC entered into lease and building service arrangements with Brookfield Properties 
(Canada) Inc. and BPO Ontario Properties Ltd. (collectively, “BPO”), subsidiaries of Brookfield. The amount 
paid to BPO for the leased office facilities and building maintenance for the year ended December 31, 2022 
totaled $0.7 million (December 31, 2021 – $0.4 million). As at December 31, 2022, lease liabilities relating to 
this arrangement were $1 million (December 31, 2021 – $1 million).

BAC entered into outsourcing arrangements with Brookfield related to information technology, investment 
fund management, building maintenance, and internal audit services. The amount paid to Brookfield for these 
services for the year ended December 31, 2022 totaled $1 million (December 31, 2021 – $0.3 million). 
Amounts due to Brookfield related to outsourcing arrangements at December 31, 2022 totaled $0.7 million 
(December 31, 2021 – $0.5 million). 

On January 7, 2022, Brookfield International Holdings Inc. ("BIHI"), a subsidiary of Brookfield, issued a 
$255 million loan to NER SPC. This amount was fully repaid during the year.

On December 23, 2022, Brookfield Reinsurance Investments LP ("BRILP"), a subsidiary of the company, 
entered into two loan agreements with the subsidiaries of Brookfield in the amount of $100 million and CAD 
$300 million, respectively.

During the year, NER SPC made a $379 million full repayment and interest of its outstanding loan balance 
with BIHI. 

During the year, Brookfield Treasury Management Inc. ("BTMI") advanced BAM Re Holdings $269 million 
via promissory notes. BAM Re Holdings made a $50 million partial repayment of its outstanding loan balance 
with BTMI.

During the year, subsidiaries of the company purchased investments of $3.3 billion from Brookfield and its 
subsidiaries. Investment transactions with related parties are accounted for in the same manner as those with 
unrelated parties in the financial statements.
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As at December 31, 2022, the company and its subsidiaries held investments in affiliated companies in total 
of $4 billion.

The company had $779 million of cash on deposit with wholly-owned subsidiaries of Brookfield as at 
December 31, 2022 (December 31, 2021 – $64 million).

NOTE 24. SEGMENT REPORTING

Effective as of the second quarter of 2022, the company's operations are organized into three operating segments: 
Reinsurance, PRT and Direct Insurance. These segments are regularly reviewed by the company’s chief operating 
decision maker (“CODM”) for the purpose of allocating resources to the segment and to assess its performance. 
Prior to this, operations were attributable to two segments: Reinsurance and PRT. During the second quarter of 
2022, the company acquired American National and thus, reporting to the CODM was changed. The periods 
presented prior to the acquisition of American National reflect the company's operations attributable to two 
segments.

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, 
deferred income taxes, net income from our equity accounted investments, mark-to-market on investments and 
derivatives, 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.
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The tables below provide each segment’s results in the format that the CODM reviews its reporting segments to 
make decisions and assess performance. 

FOR THE YEAR ENDED DEC. 31 2022
US$ MILLIONS Reinsurance1

Pension Risk 
Transfer2

Direct 
Insurance3 Total

Net premiums and other policy related 
revenues     ............................................................. $ 1,246 $ 1,560 $ 1,678 $ 4,484 
Other net investment income, including funds 
withheld    .............................................................  230  120  717  1,067 
Segment revenues    ..............................................  1,476  1,680  2,395  5,551 
Proportionate share of equity accounted 
investment adjusted earnings       .............................  47  —  —  47 
Benefits paid on insurance contracts, net    ...........  (323)  (156)  (1,156)  (1,635) 
Changes in insurance reserves, net     ....................  (1,152)  (1,488)  (10)  (2,650) 
Changes in deferred acquisition costs     ................  160  —  125  285 
Interest credited to other policyholder account 
balances  ..............................................................  —  —  (156)  (156) 
Other insurance and reinsurance expenses     ........  (125)  —  (413)  (538) 
Operating expenses excluding transactions 
costs    ...................................................................  (21)  (15)  (329)  (365) 
Interest expense   ..................................................  (23)  —  (41)  (64) 
Current income tax (expense) recovery   .............  —  —  (21)  (21) 
Segment DOE   ...................................................  39  21  394  454 
Interest expense on junior preferred shares    .......  (67) 
Depreciation expense   .........................................  (13) 
Income tax expenses     ..........................................  (47) 
Transaction costs   ................................................  (31) 
Mark-to-market on investments and 
derivatives    ..........................................................  208 
Other corporate activities, net   ............................  (63) 
Less: Proportionate share of equity accounted 
investment adjusted earnings       .............................  (47) 
Add: Income from equity accounted 
investments    ........................................................  98 
Net income     ........................................................ $ 492 
1. Net premiums in our Reinsurance segment are attributed to insurance contracts assumed from other companies.
2. Net premiums in our PRT segment include $2 million of insurance contracts ceded to other counterparties.
3. Net premiums in our Direct Insurance segment include $649 million of insurance contracts ceded to other counterparties.
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FOR THE YEAR ENDED DEC. 31 2021
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Total

Net premiums  ..................................................... $ 6,190 $ 1,016 $ — $ 7,206 
Other net investment income, including funds 
withheld    .............................................................  127  (1)  —  126 
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   ..................................................  (7)  —  —  (7) 
Segment DOE   ...................................................  13  11  —  24 
Income tax expenses     ..........................................  (2) 
Transaction costs   ................................................  (8) 
Mark-to-market on investments and 
derivatives    ..........................................................  (59) 
Other corporate activities, net   ............................  1 
Net income     ........................................................ $ (44) 

FOR THE YEAR ENDED DEC. 31 2020
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Total

Net premiums  ..................................................... $ — $ 430 $ — $ 430 
Other net investment income, including funds 
withheld    .............................................................  — $ 84  —  84 
Segment revenues    ..............................................  —  514  —  514 

Benefits paid on insurance contracts, net    ...........  —  (38)  —  (38) 
Changes in insurance reserves, net     ....................  —  (468)  —  (468) 
Other corporate expenses   ...................................  —  (6)  —  (6) 
Current income tax expense   ...............................  —  (1)  —  (1) 
Segment DOE   ...................................................  —  1  —  1 
Net income     ........................................................ $ 1 

Our Reinsurance business is focused primarily on the reinsurance of annuity-based products and transacts 
with direct insurers and other reinsurers. All existing reinsurance contracts are with U.S. based insurance companies. 
Total premium revenues recorded within our Reinsurance segment for the year ended December 31, 2022 were from 
transactions with two United States ceding companies and represented 27% (2021 - 63%) and 1% (2021 - 22%) of 
total premium revenues,respectively.

Total premium revenues recorded within our PRT segment for the years ended December 31, 2022, 2021 
and 2020 were from Canadian counterparties, with the exception of one PRT transaction closed in late 2022 for 
$2 million dollars with a U.S. corporate sponsor. 
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Total premium revenues recorded within our Direct Insurance segment for the year ended December 31, 2022 were 
from transactions with U.S. retail customers.

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, 2022
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ 9,226 $ 3,392 $ 29,671 $ 1,210 $ 43,499 
Liabilities   ..................................  7,602  3,091  26,223  5,126  42,042 
Equity     ....................................... $ 1,624 $ 301 $ 3,448 $ (3,916) $ 1,457 

AS AT DEC.31, 2021
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ 7,921 $ 2,473 $ — $ 1,099 $ 11,493 
Liabilities   ..................................  6,803  2,269  —  986  10,058 
Equity     ....................................... $ 1,118 $ 204 $ — $ 113 $ 1,435 

AS AT DEC.31, 2020
US$ MILLIONS Reinsurance

Pension Risk 
Transfer

Direct 
Insurance Other1 Total

Assets    ....................................... $ — $ 1,440 $ — $ — $ 1,440 
Liabilities   ..................................  —  1,357  —  —  1,357 
Equity     ....................................... $ — $ 83 $ — $ — $ 83 

1. Other represents assets, liabilities and common equity attributable to other activities that do not constitute a segment.

The company's non-current assets by location are as follows:

FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
United States    ................................................................................. $ 2,020 $ 1,121 $ — 
Canada    ...........................................................................................  4  3  2 
Bermuda   ........................................................................................  2  1  — 
Cayman Islands    .............................................................................  2  1  — 
Total non-current assets   ............................................................. $ 2,028 $ 1,126 $ 2 

NOTE 25. PENSION AND POSTRETIREMENT BENEFIT

Savings Plans

American National sponsors a qualified defined contribution (401(k) plan) for all employees, and non-qualified 
defined contribution plans for certain employees whose otherwise eligible earnings exceed the statutory limits under 
the qualified plans.

The total expense associated with matching contributions to these plans was $11 million for 2022 (2021 - $Nil).
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Pension Benefits

American National sponsors qualified and non-qualified defined benefit pension plans, all of which have been 
frozen. As such, no additional benefits are accrued through these plans for additional years of service credit or future 
salary increase credit, and no new participants are added to the plans. Benefits earned by eligible employees prior to 
the plans being frozen have not been affected.

The qualified pension plans are noncontributory. The plans provide benefits for salaried and management employees 
and corporate clerical employees subject to a collective bargaining agreement based on years of service and 
employee compensation. The non-qualified pension plans cover key employees and restore benefits that would 
otherwise be curtailed by statutory limits on qualified plan benefits.

Amount recognized in the Statements of Financial Position consist of:

Qualified Non-qualified

AS AT DEC. 31
US$ MILLIONS 2022 2021 2022 2021
Reconciliation of benefit obligation

Obligation at beginning of year   ....................... $ — $ — $ — $ — 
Acquisition from business combination   ..........  343  —  55  — 
Interest cost on projected benefit obligation     ...  9  —  1  — 
Actuarial (gain) loss     ........................................  (10)  —  1  — 
Benefits paid   ....................................................  (17)  —  (5)  — 
Obligation at end of year     ..............................  325  —  52  — 

Reconciliation of fair value of plan assets
Fair value of plan assets at beginning of year   .  —  —  —  — 
Acquisition from business combination   ..........  499  —  —  — 
Actual return on plan assets   .............................  (8)  —  —  — 
Employer contributions   ...................................  —  —  5  — 
Benefits paid   ....................................................  (17)  —  (5)  — 
Fair value of plan assets at end of year      .......  474  —  —  — 

Funded status at end of year    ........................... $ 149 $ — $ (52) $ — 

The components of net periodic benefit cost for the defined benefit pension plans are shown below:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Interest cost    ................................................................................... $ 10 $ — $ — 
Expected returns on plan assets .....................................................  (13)  —  — 
Net periodic cost (benefit)  ........................................................... $ (3) $ — $ — 

Amounts related to the defined benefit pension plans recognized as a component of accumulated other 
comprehensive income are shown below:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2022 2021 2020
Actuarial gain (loss)     ...................................................................... $ (11) $ — $ — 
Deferred tax benefit (expense)     ......................................................  2  —  — 
Other comprehensive income (loss), net of tax     ......................... $ (9) $ — $ — 
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The weighted average assumptions used are shown below:

Used for Net 
Benefit Cost for 

year ended 
December 31, 2022

Used for Net 
Benefit Cost for 

year ended 
December 31, 2021

Discount rate   .........................................................................................  5 %  — %
Long-term rate of return     .......................................................................  6 %  — %

American National’s funding policy for the qualified pension plans is to make annual contributions to meet the 
minimum funding standards of the Pension Protection Act of 2006. American National and its affiliates did not 
contribute to its qualified plans in 2022, 2021 and 2020 due to the substantial contribution over minimum funding 
standards of $60 million made in 2018. The benefits paid from the non-qualified plans were $5 million in 2022 
(2021 - $Nil). Future payments from the non-qualified pension benefit plans will be funded out of general corporate 
assets.

The following table shows pension benefit payments expected to be paid:

2023   ........................................................................................................................................... $ 46 
2024   ...........................................................................................................................................  39 
2025   ...........................................................................................................................................  31 
2026   ...........................................................................................................................................  30 
2027-2031    ..................................................................................................................................  158 

The investment policy for the retirement plan assets is designed to provide the highest return commensurate with 
sound and prudent underwriting practices. The investment diversification goals are to have investments in cash and 
cash equivalents as necessary for liquidity, debt securities up to 100% and equity securities up to 75% of the total 
invested plan assets. The amount invested in any particular investment is limited based on credit quality, and no 
single investment may at the time of purchase be more than 5% of the total invested assets.

Postretirement Life and Health Benefits

Under American National’s various group benefit plans for active employees, life insurance benefits are provided 
upon retirement for eligible participants who meet certain age and length of service requirements. 

The accrued postretirement benefit obligation, included in the liability for retirement benefits, was $7 million at 
December 31, 2022 (2021 - $Nil). These amounts were approximately equal to the unfunded accumulated 
postretirement benefit obligation.

NOTE 26. FINANCIAL COMMITMENTS AND CONTINGENCIES

Commitments

As at December 31, 2022, subsidiaries of the company had investment commitment agreements with third parties to 
the maximum of approximately $5.4 billion exclusive of taxes and other operating expenses (December 31, 2021 - 
$463 million). As at December 31, 2022, the total unfunded commitment amounts were $2.8 billion. 

American National and its subsidiaries lease insurance sales office space, technological equipment, and automobiles. 
The remaining long-term lease commitments at December 31, 2022 were approximately $10 million and are 
included in the company's Statements of Financial Position within other liabilities.

American National had aggregate commitments at December 31, 2022 to purchase, expand or improve real estate, to 
fund fixed interest rate mortgage loans, and to purchase other invested assets of $2.0 billion of which $1.3 billion is 
expected to be funded in 2023, with the remainder funded in 2024 and beyond. American National had outstanding 
letters of credit in the amount of $4 million as of December 31, 2022.
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Federal Home Loan Bank (FHLB) Agreements

The company has access to the FHLB’s financial services including advances that provide an attractive funding 
source for short term borrowing and for access to other funding agreements. As of December 31, 2022, certain 
municipal bonds and collateralized mortgage obligations with a fair value of approximately $14 million and 
commercial mortgage loans of approximately $1.3 billion were on deposit with the FHLB as collateral for 
borrowing. As of December 31, 2022, the collateral provided borrowing capacity of approximately $776 million. 
The deposited securities and commercial mortgage loans are included in the company’s Statements of Financial 
Position within fixed maturity securities and mortgage loans on real estate, net of allowance, respectively.

Guarantees

American National has guaranteed bank loans for customers of a third-party marketing operation. The bank loans 
are used to fund premium payments on life insurance policies issued by American National. The loans are secured 
by the cash values of the life insurance policies. If the customer were to default on a bank loan, American National 
would be obligated to pay off the loan. As the cash values of the life insurance policies always equal or exceed the 
balance of the loans, management does not foresee any loss on these guarantees. The total amount of the guarantees 
outstanding as of December 31, 2022, was approximately $121 million, while the total cash value of the related life 
insurance policies was approximately $143 million.

Litigation

American National and certain subsidiaries are defendants in various lawsuits concerning alleged breaches of 
contracts, various employment matters, allegedly deceptive insurance sales and marketing practices, and 
miscellaneous other causes of action arising in the ordinary course of operations. Certain of these lawsuits include 
claims for compensatory and punitive damages. We provide accruals for these items to the extent we deem the 
losses probable and reasonably estimable. After reviewing these matters with legal counsel, based upon information 
presently available, management is of the opinion that the ultimate resultant liability, if any, would not have a 
material adverse effect on the company's Statements of Financial Position, liquidity or results of operations; 
however, assessing the eventual outcome of litigation necessarily involves forward-looking speculation as to 
judgments to be made by judges, juries and appellate courts in the future.

Such speculation warrants caution, as the frequency of large damage awards, which bear little or no relation to the 
economic damages incurred by plaintiffs in some jurisdictions, continues to create the potential for an unpredictable 
judgment in any given lawsuit. These lawsuits are in various stages of development, and future facts and 
circumstances could result in management changing its conclusions. It is possible that, if the defenses in these 
lawsuits are not successful, and the judgments are greater than management can anticipate, the resulting liability 
could have a material impact on our condensed consolidated financial position, liquidity, or results of operations. 
With respect to the existing litigation, management currently believes that the possibility of a material judgment 
adverse to American National is remote. Accruals for losses are established whenever they are probable and 
reasonably estimable. If no one estimate within the range of possible losses is more probable than any other, an 
accrual is recorded based on the midpoint of the range.

NOTE 27. 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.
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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 and American National are 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 capital requirements as at December 31, 2022 and 
December 31, 2021.

NOTE 28. SUPPLEMENTARY INFORMATION

(a) Supplementary Insurance Information

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

Direct Insurance

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
Deferred acquisition cost $ 699 $ — $ — 
Future policy benefits  (21,760)  —  — 
Unearned premiums  (1,086)  —  — 
Premium revenue  1,456  —  — 
Net investment income  514  —  — 
Benefits, claims, losses and settlement expenses  (1,155)  —  — 
Amortization of deferred acquisition costs  (296)  —  — 
Other operating expenses  (353)  —  — 
Premium written  1,463  —  — 

Reinsurance

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
Deferred acquisition costs $ 1,033 $ 776 $ — 
Future policy benefits  (7,405)  (6,254)  — 
Premium revenue  1,246  6,146  — 
Net investment income  232  125  — 
Benefits, claims, losses and settlement expenses  (449)  (240)  — 
Amortization of deferred acquisition costs and other  (39)  (1)  — 
Other operating expenses  (21)  (9)  — 
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Pension Risk Transfer

AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
Future policy benefits $ (3,024) $ (2,243) $ (1,339) 
Premium revenue  1,558  1,016  430 
Net investment income  (301)  (1)  84 
Benefits, claims, losses and settlement expenses  (156)  (72)  (38) 
Other operating expenses  (16)  (12)  (6) 

(b) Reinsurance Ceded and Assumed

FOR THE YEAR ENDED DEC. 31 2022
US$  MILLIONS

Gross 
amount

Ceded to 
other 

companies

Assumed 
from other 
companies Net amount

Percentage 
of amount 

assumed to 
net

Life insurance inforce  145,928  22,145  222  124,005  — %
Premiums:
    Life insurance  1,877  51  3  1,829  — %
    Accident and heath insurance  98  184  162  76  213 %
    Property and liability insurance  1,289  223  43  1,109  4 %
Total premiums  3,264  458  208  3,014  7 %

FOR THE YEAR ENDED DEC. 31 2021
US$  MILLIONS

Life insurance inforce  2,243  169  —  2,074  — %
Premiums:
    Life insurance  1,017  1  —  1,016  — %
Total premiums  1,017  1  —  1,016  — %

FOR THE YEAR ENDED DEC. 31 2020
US$  MILLIONS

Life insurance inforce  1,339  190  —  1,149  — %
Premiums:
    Life insurance  431  1  —  430  — %
Total premiums  431  1  —  430  — %

(c) Supplemental Information Concerning Property-Casualty Insurance Operations
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AS AT AND FOR THE YEARS ENDED DEC. 31 
US$ MILLIONS 2022 2021 2020
Deferred acquisition cost  185  —  — 
Reserves for unpaid claims and claim adjustment expenses  (1,366)  —  — 
Unearned premiums  (1,190)  —  — 
Earned premiums  1,108  —  — 
Net investment income  47  —  — 
Claims and claim adjustment expenses incurred related to:
    Current year  (782)  —  — 
    Prior years  25  —  — 
Amortization of deferred acquisition costs  (270)  —  — 
Paid claims and claim adjustment expenses  (708)  —  — 
Premiums written  1,123  —  — 

NOTE 29. SUBSEQUENT EVENTS

On February 8, 2023, the company announced a definitive merger agreement to acquire Argo Group International 
Holdings, Ltd. ("Argo") in an all-cash transaction for approximately $1.1 billion. The merger is expected to close in 
the second half of 2023, subject to approval by Argo shareholders and other closing conditions.

Since December 31, 2022, the company has issued 1,165,000 of class A shares from treasury to third-parties in 
exchange for 1,165,000 Brookfield shares. The shares were distributed to Brookfield as a dividend on its Class C 
shares, valued at $38 million. During this time, Brookfield also converted its holdings of 309,307 Brookfield 
Reinsurance class A exchangeable shares valued at $10 million into 380,268 class C shares.
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COMBINED CONDENSED FINANCIAL STATEMENTS OF 
BROOKFIELD REINSURANCE LTD.

(PARENT COMPANY)

All operating activities of Brookfield Reinsurance Ltd. (the “Parent Company”) are conducted by its operating 
subsidiaries, Brookfield Annuity Company (“BAC”), North End Re Ltd. ("NER Ltd."), North End Re (Cayman) 
SPC (“NER SPC”) and American National Insurance Company (“American National”). 

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, investments in its subsidiaries and due from related party. 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. 

On May 25, 2022, the Parent Company, through its wholly-owned subsidiary BAM Re Holdings, acquired 
American National, which became an indirect wholly-owned subsidiary of the Parent Company.

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 
Combined 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 REINSURANCE LTD.

SCHEDULE I - COMBINED CONDENSED STATEMENT OF FINANCIAL POSITION

AS AT DEC.31
US$ MILLIONS 2022 2021
Assets

Cash and cash equivalents      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 25 
Investments in subsidiaries       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,998  1,415 
Due from related party         . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  45  — 

Total assets      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,043  1,440 

Liability
  Accounts payable and accrued liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  1 

Preferred shares      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,512  — 
  Due to related party      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  80  4 
Total liabilities    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,594  5 

Equity
Share capital      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,890  1,499 
Accumulated surplus (deficit)    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  442  (48) 
Accumulated other comprehensive loss       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (883)  (16) 

Total equity       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,449  1,435 
Total liabilities and equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,043 $ 1,440 

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 REINSURANCE LTD.

SCHEDULE I – COMBINED CONDENSED STATEMENTS OF OPERATIONS  

FOR THE YEARS ENDED DEC.31
US$ MILLIONS 2022 2021 2020
Income (loss) of equity method investments $ 565 $ (41) $ 1 
Operating expenses   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8)  (3)  — 
Interest expense       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (67)  —  — 
Net income (loss)     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 490 $ (44) $ 1 

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 REINSURANCE LTD.

SCHEDULE I – COMBINED CONDENSED STATEMENTS OF COMPREHENSIVE (LOSS) 
INCOME

FOR THE YEARS ENDED DEC.31
US$ MILLIONS 2022 2021 2020
Net income (loss) $ 490 $ (44) $ 1 
Other comprehensive (loss) income       . . . . . . . . . . . . . . . . . . . . . .  (823)  (15)  3 
Comprehensive (loss) income       . . . . . . . . . . . . . . . . . . . . . . . . . $ (333) $ (59) $ 4 

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 REINSURANCE LTD.

SCHEDULE I – COMBINED CONDENSED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DEC. 31
US$  MILLIONS 2022 2021 2020
Operating activities

Net income (loss)       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 490 $ (44) $ 1 
Non-cash items affecting net income

Equity in undistributed earnings of subsidiaries     . . . . . . . . .  (565)  41  (1) 
Changes in non-cash balances related to operations

Changes in working capital    . . . . . . . . . . . . . . . . . . . . . . . . .  32  5  — 
Cash from operating activities   . . . . . . . . . . . . . . . . . . . . . . . . .  (43)  2  — 
Investing activities

Investments in shares of subsidiaries     . . . . . . . . . . . . . . . . . . . .  (2,885)  (1,475)  (13) 
Cash used in investing activities       . . . . . . . . . . . . . . . . . . . . . . .  (2,885)  (1,475)  (13) 
Financing activities

Issuance of common equity      . . . . . . . . . . . . . . . . . . . . . . . . . . .  450  1,501  13 
Issuance of preferred equity      . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,512  —  — 
Distributions     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (59)  (3)  — 

Cash from financing activities  . . . . . . . . . . . . . . . . . . . . . . . . .  2,903  1,498  13 
Cash and cash equivalents

Cash and cash equivalents, beginning of year   . . . . . . . . . . . . .  25  —  — 
Net change during the year  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (25)  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 REINSURANCE LTD.

SCHEDULE I – NOTES TO THE COMBINED CONDENSED FINANCIAL STATEMENTS 

NOTE 1. BASIS OF PRESENTATION 

Brookfield Reinsurance 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."), North End Re (Cayman) SPC (“NER SPC”) and American 
National Group, LLC ("American National"). 

The Parent Company is a Bermuda corporation incorporated on December 10, 2020 and governed by the laws of 
Bermuda. The Parent Company changed its name from Brookfield Asset Management Reinsurance Partners Ltd. to 
Brookfield Reinsurance Ltd. and changed its trading symbol from “BAMR” to “BNRE” with effect from December 
14, 2022.

The Parent Company was established to become a reinsurance business focused on providing capital-based solutions 
to the insurance industry. Through its operating subsidiaries, the Parent Company offers a broad range of insurance 
products and services to individuals and institutions, including life insurance and annuities, health, and personal and 
commercial property and casualty insurance.

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, for the year ended December 31, 2020 and through June 2021.

No dividends have been received from any of our subsidiaries in the past three years.

NOTE 2. COMMITMENTS AND CONTINGENCIES

The Parent Company and its subsidiaries have bilateral revolving credit facilities backed by third-party financial 
institutions. The total available amount on the credit facilities is $500 million, and as at December 31, 2022, 
$356 million was drawn on the bilateral credit facilities. The Parent Company had no other material commitments or 
contingencies during the reported periods.

NOTE 3. SHARE CAPITAL AND PREFERRED SHARES

On May 25, 2022, the Parent Company issued 98,351,547 Class A Junior Preferred Shares, Series 1, for proceeds of 
$2.5 billion to Brookfield Corporation ("Brookfield"), formerly Brookfield Asset Management Inc.. On December 9, 
2022, the Parent Company issued 2,108,733 Class A Junior Preferred Shares, Series 2 to Brookfield, for proceeds of 
$53 million. At December 31, 2022, there was $67 million of accrued dividends (December 31, 2021 - $Nil). 

In addition, on May 25, 2022, the Parent Company issued 11,270,466 class C shares for $450 million to Brookfield.

During the year, Brookfield converted its holdings of 1,283,000 Brookfield Reinsurance class A exchangeable 
shares for $51 million into 6,119,609 class C shares.
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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.
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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:

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

◦ 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.

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

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

◦ 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.

◦ 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.
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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. 
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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.1    . . . . . . . . . . . . . . . . . . . . . . . .  —  83 
Class A exchangeable and Class B2       . . . . . . . . . . . . . . . . . . . . . . . .  539  — 
Class C2

       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  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.

5



COMBINED CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS, EXCEPT PER SHARE AMOUNTS Note 2021 2020 2019
Premiums     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Gross     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,207 $ 431 $ 504 
Ceded       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1)  (1)  (179) 

Net premiums      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,206  430  325 
Net investment income       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3  60  84  57 
Net investment results from funds withheld      . . . . . . . . . . . . . . . . . 3  78  —  — 
Total revenues     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,344  514  382 

Income from equity accounted investments       . . . . . . . . . . . . . . . 8  8  —  — 

Benefits paid on insurance contracts    . . . . . . . . . . . . . . . . . . . . . . .
Gross     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  310  63  39 
Ceded       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (18)  (25)  (14) 

Change in insurance reserves    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
Gross     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,958  457  538 
Ceded       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22  11  (193) 

Other reinsurance expenses     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19  —  — 
Operating expenses      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14  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    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15  —  (1)  — 
Deferred tax expense    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15  (2)  —  — 
Net (loss) income for the year      . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44) $ 1 $ 6 

Attributable to:
Brookfield Asset Management Inc.1   . . . . . . . . . . . . . . . . . . . . . . .  5  1  6 
Class A exchangeable and Class B shareholders2    . . . . . . . . . . . . .  3  —  — 
Class C shareholders2

    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (52)  —  — 
$ (44) $ 1 $ 6 

Net income per class C share     . . . . . . . . . . . . . . . . . . . . . . . . . . .

Basic and diluted3       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 $ (2.58) 

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).
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 2021 2020 2019
Net (loss) income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44) $ 1 $ 6 
Other comprehensive income (loss) that will be reclassified to net income 
(loss)

Equity accounted other comprehensive income     . . . . . . . . . . . . . . . . . . . . . . .  44  —  — 
Net unrealized (loss) gain on available for sale securities     . . . . . . . . . . . . . . .  (55)  1  — 
Foreign currency translation         . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  2  3 

Total other comprehensive (loss) income     . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (15)  3  3 
Comprehensive (loss) income        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (59) $ 4 $ 9 

Attributable to:
Brookfield Asset Management Inc.1    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6  4  9 
Class A exchangeable and Class B shareholders2

     . . . . . . . . . . . . . . . . . . . . . . . .  3  —  — 
Class C shareholders2     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (68)  —  — 

$ (59) $ 4 $ 9 

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

AS AT AND FOR THE YEAR ENDED
DEC. 31 2021
US$ MILLIONS Note

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Brookfield 
Asset 

Management 
Inc.

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class C 
shareholders

Total 
Equity

Balance as at January 1, 2021       . . . . . . . . $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ 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 / Reorganization1
  . . . . 11  (78)  —  —  (78)  539  —  —  539  963  —  —  963  1,424 

     Return of capital2 11  —  —  —  —  (3)  —  —  (3)  —  —  —  —  (3) 
Common control transaction 
adjustments3      . . . . . . . . . . . . . . . . . . . . .  —  (6)  (5)  (11)  —  —  —  —  —  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     . . . . . . $ — $ — $ — $ — $ 536 $ 3 $ — $ 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.
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COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

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

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

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Brookfield 
Asset 

Management 
Inc.

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class C 
shareholders

Total 
Equity

Balance as at January 1, 2020   . . . . . . . . . $ 65 $ — $ 1 $ 66 $ — $ — $ — $ — $ — $ — $ — $ — $ 66 
Changes in year:

Net income      . . . . . . . . . . . . . . . . . . . . . .  —  1  —  1  —  —  —  —  —  —  —  —  1 
Other comprehensive income      . . . . . . . .  —  —  3  3  —  —  —  —  —  —  —  —  3 

Comprehensive income      . . . . . . . . . . . . . . .  —  1  3  4  —  —  —  —  —  —  —  —  4 
Other items       . . . . . . . . . . . . . . . . . . . . . . . .

Equity issuances     . . . . . . . . . . . . . . . . . .  13  —  —  13  —  —  —  —  —  —  —  —  13 
Total change in year       . . . . . . . . . . . . . . . . .  13  1  3  17  —  —  —  —  —  —  —  —  17 
Balance as at December 31, 2020      . . . . . . $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ 83 

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

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

AS AT AND FOR THE YEAR ENDED 
DEC. 31 2019
US$ MILLIONS

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Brookfield 
Asset 

Management 
Inc.

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class C 
shareholders

Total 
Equity

Balance as at January 1, 2019   . . . . . . . . . $ 60 $ (6) $ (2) $ 52 $ — $ — $ — $ — $ — $ — $ — $ — $ 52 
Changes in year:

Net income      . . . . . . . . . . . . . . . . . . . . . .  —  6  —  6  —  —  —  —  —  —  —  —  6 
Other comprehensive income      . . . . . . . .  —  —  3  3  —  —  —  —  —  —  —  —  3 

Comprehensive income      . . . . . . . . . . . . . . .  —  6  3  9  —  —  —  —  —  —  —  —  9 
Other items       . . . . . . . . . . . . . . . . . . . . . . . .

Equity issuances       . . . . . . . . . . . . . . . . . .  5  —  —  5  —  —  —  —  —  —  —  —  5 
Total change in year       . . . . . . . . . . . . . . . . .  5  6  3  14  —  —  —  —  —  —  —  —  14 

Balance as at December 31, 2019      . . . . . . $ 65 $ — $ 1 $ 66 $ — $ — $ — $ — $ — $ — $ — $ — $ 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 2021 2020 2019
Operating activities

Net (loss) income    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44) $ 1 $ 6 
Non-cash items affecting net income

Premium received in kind       . . . . . . . . . . . . . . . . . . . . . . . . . .  (167)  —  — 
Unrealized gains on investments and derivatives      . . . . . . . .  33  (51)  (27) 
Net hedging expenses       . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (27)  —  — 
Income tax expense    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  1  — 

     Income from equity accounted investments  (8)  —  — 
       Realized gain on investments  (23)  —  — 

Changes in non-cash balances related to operations
     Changes in reinsurance receivable  (9)  —  — 

Changes in reinsurance funds withheld       . . . . . . . . . . . . . . . .  (4,650)  —  — 
       Changes in deferred tax asset    . . . . . . . . . . . . . . . . . . . . . . . .  (24)  —  — 

Changes in reinsurance assets     . . . . . . . . . . . . . . . . . . . . . . .  22  10  (193) 
     Changes in reinsurance payable  75  —  — 

Changes in insurance reserves   . . . . . . . . . . . . . . . . . . . . . . .  7,152  457  538 
Changes in deferred revenue      . . . . . . . . . . . . . . . . . . . . . . . .  82  —  — 
Changes in funds withheld liabilities    . . . . . . . . . . . . . . . . . .  —  12  — 
Changes in deferred acquisition costs   . . . . . . . . . . . . . . . . .  (776)  —  — 
Changes in working capital        . . . . . . . . . . . . . . . . . . . . . . . . .  52  (1)  (6) 

Operating activities affecting cash
Realized gains on investments and derivatives        . . . . . . . . . .  (4)  (3)  (9) 
Interest income received        . . . . . . . . . . . . . . . . . . . . . . . . . . .  (51)  (27)  — 
Purchase of derivatives       . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (133)  —  — 
Proceeds from disposal of derivatives       . . . . . . . . . . . . . . . . .  79  —  — 

Cash flows from operating activities      . . . . . . . . . . . . . . . . . . . .  1,581  399  309 
Investing activities

Dividends received       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  —  — 
Interest income received    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  51  27  — 
Purchase of investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bonds   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4,251)  (971)  (1,010) 
Private debt    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (181)  —  — 

     Common equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (644)  —  — 
Private equity and other        . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (219)  —  (1) 
Mortgages      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (185)  —  (1) 
Private loans    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (512)  (4)  (11) 

Sales and maturities of investments       . . . . . . . . . . . . . . . . . . . . .
Bonds   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,001  561  754 

     Common equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20  —  — 
Private equity and other        . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  1  1 
Mortgages      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18  —  — 
Private loans    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  36  2  — 

Purchase of intangibles    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1)  (1)  — 
Cash flows from investing activities       . . . . . . . . . . . . . . . . . . . .  (3,864)  (385)  (268) 
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COMBINED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Financing activities
Issuance of equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,410  13  5 
Return of capital    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8)  —  — 
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  245 
Repayments of repurchase agreement      . . . . . . . . . . . . . . . . . . . .  (464)  (222)  (285) 

Cash flows from financing activities      . . . . . . . . . . . . . . . . . . . . .  2,640  13  (35) 
Cash and cash equivalents

Cash and cash equivalents, beginning of year      . . . . . . . . . . . . . .  35  13  8 
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 $ 13 

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

(a) 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, HM08, 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 
(“PRT”). 

(b) 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:

(i) 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. 

(ii) 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) 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.

(iv) 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.

(v) 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. 

(vi) 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.

(vii) 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.

(viii) 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.

(x) 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) 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.

(b) 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.

(c) 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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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.

(d) 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.

(e) 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.

(f) 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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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.

(g) 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)).

(h) 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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(i) 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)).

(j) 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.

(k) 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.

(l) 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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(m) 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.

(n) 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.

(o) 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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(p) 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.

(q) 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.

(r) 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.

(s) 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.  

(t) 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.

(u) 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. 

(v) 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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(w) 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.  

(x) Benefits paid

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

(y) 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.

(z) 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.

(aa) 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. 

(ab) 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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(ac) 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.

(ad) 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.

(ae) 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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(af) 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).

(ag) 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 shareholders are calculated by dividing the Company's net 
income for the year, less distributions payable to class A exchangeable and class B shareholders, 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).

(ah) 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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(ai) 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.

(aj) Amendments adopted during the current year

(i) 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.

(ak) Future accounting policy changes

(i) 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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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.

(ii) 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). 

(iii) 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.

(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.
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(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.

(al) 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
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
Cash    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 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   . . . . . . . . . . . . . . . . .  (1)  —  —  (1) 

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
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
Cash    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 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 

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).

b) 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      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 1,963 $ — $ 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      . . . . . . . . . . . . . . . . . . . . . . . . $ 1,425 $ 7,210 $ 465 $ 9,100 

Financial liabilities
Fair value through profit or loss:

Derivative liabilities     . . . . . . . . . . . . . . . . . . . . . . .  —  (1)  —  (1) 
Funds withheld liabilities   . . . . . . . . . . . . . . . . . . .  —  (12)  —  (12) 

Total financial liabilities      . . . . . . . . . . . . . . . . . . . . . $ — $ (13) $ — $ (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      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5 $ 1,174 $ 1,179 

Financial liabilities
Fair value through profit or loss:

Funds withheld liabilities       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  (12)  (12) 
Total financial liabilities      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ (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 
assets/Derivative 
liabilities

Foreign currency forward contracts—discounted cash flow model—forward exchange 
rates (from observable forward exchange rates at the end of the reporting period); 
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 
withheld

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. 

Funds withheld 
liabilities

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.

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:

Type of Asset Valuation Techniques 
Significant Unobservable 
Inputs

Significant 
unobservable inputs 
and relationship of 
unobservable inputs 
to fair value

Private equity Discounted cash flows • Future cash flows   
The future cash flows are 
based on cash flows flowing 
to the underlying investment

• Discount rate
The discount rate reflects the 
inherent risk of the 
underlying investment

• Increases (decreases) 
in future cash flows 
increase (decrease) fair 
value

• Increases (decreases) 
in discount rate 
increase (decrease) fair 
value

Private debt Discounted cash flows • Future cash flows   
The future cash flows 
include expected interest and 
principal payments.

• Discount rate
The discount rate reflects the 
credit spreads used and the 
liquidity conditions of the 
debt instrument.

• Increases (decreases) 
in future cash flows 
increase (decrease) fair 
value

• Increases (decreases) 
in discount rate 
increase (decrease) fair 
value

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     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — 
Fair value changes in other comprehensive income      . . . . . . . . . . . . . . . . . . . . . . . .  4  — 
Additions      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,021  — 
Disposals    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8)  — 
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.

35



c) Net investment income

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

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

Cash and cash equivalents     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 $ — $ — 
FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  51  28  19 
AFS investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12  2  1 
Loans and receivables     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5  —  — 

Total interest income      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  69  30  20 

Realized gains on investments and derivatives        . . . . . . . . . . . . . . . . .
FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3  3  10 
Derivatives       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14  —  — 
AFS investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  —  — 

  Foreign exchange gain/loss       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9  —  — 
Total realized gains on investments and derivatives      . . . . . . . . . . . . .  28  3  10 

Unrealized gains (losses) on investments and derivatives       . . . . . . . . .
   FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (60)  46  26 
   Derivatives        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27  6  1 
Total unrealized gains (losses) on investments and derivatives   . . . . .  (33)  52  27 

Investment manager fees      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  (1)  — 
Net investment income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 60 $ 84 $ 57 
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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      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  —  — 
Total realized losses on investments and derivatives attributable to 
funds withheld      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (6)  —  — 

Unrealized losses on investments and derivatives     . . . . . . . . . . . . . . .
FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (19)  —  — 

  Foreign exchange losses      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1)  —  — 
Total unrealized losses on investments and derivatives attributable 
to funds withheld    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (20)  —  — 

Other investment income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  75  —  — 

Net investment results from funds withheld      . . . . . . . . . . . . . . . . . $ 78 $ — $ — 

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 value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded      . . . . . . . . . .
Bond futures    . . . . . . . . . . . . $ 9 $ — $ 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 $ (1) $ 23 $ 7,320 $ 69 $ 1 $ 79 $ 7,469 

1Derivative liabilities are included in the Note 9 Accounts Payable and Other.

AS AT DEC. 31, 2020
US$ MILLIONS Notional amount

Fair value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded    . . . . . . . . . .
Bond futures     . . . . . . . . . . . $ 2 $ — $ 13 $ 192 $ — $ — $ — $ 192 

Over-the-counter        . . . . . . . . .
Foreign exchange forwards     5  —  —  235  —  —  —  235 
Interest rate swaps     . . . . . . .  —  —  —  —  —  —  7  7 

Total       . . . . . . . . . . . . . . . . . . $ 7 $ — $ 13 $ 427 $ — $ — $ 7 $ 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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f) 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
US$ MILLIONS

Carrying 
Amount Percent

Carrying 
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
US$ MILLIONS Fair value

Change in 
fair value Fair value

Change in 
fair value

Financial assets
Debt securities    . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,884 $ 2 $ 2,023 $ 2 
Equities    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  —  397  — 
Loans and receivables       . . . . . . . . . . . . . . . . . . . . .  639  —  —  — 

Total        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,523 $ 2 $ 2,420 $ 2 

SPPI Non-SPPI

AS AT DEC. 31, 2020
US$ MILLIONS Fair value

Change in 
fair value Fair value

Change in 
fair value

Financial assets
Debt securities    . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43 $ 1 $ 1,125 $ — 
Equities    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  —  3  — 
Loans and receivables       . . . . . . . . . . . . . . . . . . . . .  21  —  —  — 

Total        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64 $ 1 $ 1,128 $ — 

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

AS AT DEC. 31, 2021
US$ MILLIONS Credit risk

Carrying 
value (Fair 

value)
% of fair 

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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AS AT DEC. 31, 2020
US$ MILLIONS Credit risk

Carrying 
value

 (Fair value)
% of fair 

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  (2) 
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, Iowa.

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       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7  2 
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.

b. 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 (r) 
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
US$  MILLIONS Gross reserve

Reinsurance 
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 exchange1      . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6  1  5 
Balance at end of year      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,497 $ 169 $ 8,328 

FOR THE YEAR ENDED DEC. 31 2020
US$  MILLIONS Gross reserve

Reinsurance 
assets Net

Beginning of year    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 856 $ 197 $ 659 
Changes during the year

New business     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  414  —  414 
Normal changes      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  67  (9)  76 
Management actions and changes in assumptions      . . . . . . . . .  (24)  (2)  (22) 

 457  (11)  468 
Impact of foreign exchange1      . . . . . . . . . . . . . . . . . . . . . . . . . . . .  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. 

d. 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 $ — 
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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  — $ — 
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. 

a. 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.
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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
US$ MILLIONS

50 bps 
increase

50 bps 
decrease

50 bps 
increase

50 bps 
decrease

Movement in liabilities $ 103 $ (105) $ 63 $ (63) 
Movement in assets    . . . . . . . . . . . . . . . . . . . . . .  (248)  329  (62)  62 
Tax effect       . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  4  —  — 
Impact on comprehensive income        . . . . . . . . . . $ (149) $ 228 $ 1 $ (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 2021 2020
Cash and cash equivalents $ 393  4 % $ 35  3 %
Bonds and other debt securities

AAA    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  512  5 %  409  33 %
AA       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55  1 %  11  1 %

     A     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,516  15 %  121  10 %
     BBB     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,306  13 %  617  50 %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  151  1 %  10  1 %
     B      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  54  — %  1  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  170  2 %  —  — %

 3,764  37 %  1,169  95 %
Preferred shares         . . . . . . . . . . . . . . . . . . . . . . . . . . .
     P2    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7  — %  3  — %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  — %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10  — %  —  — %

 18  — %  3  — %
Common shares   . . . . . . . . . . . . . . . . . . . . . . . . . . . .
     A+     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  243  2 %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32  — %  —  — %

 275  2 %  —  — %
Other equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  247  2 %  —  — %
Private loans      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
     A     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  60  1 %  —  — %
     BBB     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55  1 %  —  — %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  151  2 %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  251  3 %  —  — %

 517  7 %  —  — %
Mortgages     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
    Unrated      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  122  1 %  21  2 %

 122  1 %  21  2 %
Reinsurance Funds Withheld    . . . . . . . . . . . . . . . . .
     AAA      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  819  8 %  —  — %
     AA       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  228  2 %  —  — %
     A     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  891  9 %  —  — %
     BBB     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,484  26 %  —  — %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  105  1 %  —  — %
     B      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30  — %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  93  1 %  —  — %

 4,650  47 %  —  — %

Total cash and cash equivalents and investments   $ 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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5. 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.

c. 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 4-5 years Over 5 years Total
Accounts payable and other       . . . . . . $ 65 $ — $ — $ — $ 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 4-5 years Over 5 years Total
Accounts payable and other       . . . . . . $ 5 $ 1 $ — $ — $ 6 
Insurance reserves     . . . . . . . . . . . . . .  21  85  85  1,148  1,339 
Funds withheld liabilities     . . . . . . . .  12  —  —  —  12 
Total    . . . . . . . . . . . . . . . . . . . . . . . . $ 38 $ 86 $ 85 $ 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 $ (9) $ (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) $ (8) $ 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
US$ MILLIONS 10% Increase 10% Decrease

50 bps 
Increase

50 bps 
Decrease

Impact on comprehensive income        . . . . . . . . . . $ (1) $ 1 $ (11) $ 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 $ 3 
Professional services    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18  2  2 
Software   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  1  1 
Sales and capital taxes      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  —  — 
Licenses and fees        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  —  — 
Other   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3  —  — 
Total operating expenses    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 35 $ 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 $ — 
       Adjustments in respect of prior years    . . . . . . . . . . . . . . . . . .  —  — $ — 
Total current tax expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  1  — 
Deferred tax:  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Origination and reversal of temporary differences     . . . . . . . .  2  —  — 
Total deferred tax expenses        . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  —  — 
Total income tax expense     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2 $ 1 $ — 

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 $ 6 
Income tax at statutory tax rate  (11)  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 $ 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
US$ 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       . . . . . . . .  — %  — %  (24.7) %
        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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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.

b) 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.

c) 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. 

60



FOR THE YEAR ENDED  DEC. 31, 2021
US$ MILLIONS Reinsurance1

Pension Risk 
Transfer2 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    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (7)  —  (7) 
Segment DOE      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13  11  24 
Corporate expenses         . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8) 
Income tax expense       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2) 
Transaction costs    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8) 
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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer1 Total

Net premiums       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 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 $1 million of insurance contracts ceded to other counterparties.       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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FOR THE YEAR ENDED DEC. 31, 2019
US$ MILLIONS Reinsurance

Pension Risk 
Transfer1 Total

Net premiums       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer Other1 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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer Other1 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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer Other1 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 $ — 

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 $ — $ — 
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  (3)  82  56 
Benefit expenses  90  63  39 
Benefit expenses ceded  (18)  (25)  (14) 
Gross premiums  1,017  431  504 
Ceded premiums  (1)  (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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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.

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.
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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.
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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.
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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       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,207 $ 431 $ 504 
Net (loss) income for the year     . . . . . . . . . . . . . . . . . . . . . .  (44)  1  6 
Distributable Operating Earnings1,2

    . . . . . . . . . . . . . . . . . .  30  1  6 
Net Investment Spread   . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0.6 %  0.4 %  0.7 %
AUM  9,747  1,193  702 
Excess Capital1       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  720  —  — 
Net Reserve Capital1  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.
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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    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  (1)  — 
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.
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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 
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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  — 
Other 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, 
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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.
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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 
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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  (35) 
Cash and cash equivalents

Cash and cash equivalents, beginning of year       . . . . . . .  35  13  8 
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 $ 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:

AS AT DEC. 31 2021
US$ MILLIONS

Payments due by year

Total
Less than 1

 year 1- 3 years 4 - 5 years
More than 5 

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 $ 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 $ 66,682 $ 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.

ii. 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). 

iii. 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 $ 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 
terminology such as “plans”, “targets”, “expects” or “does not expect”, “is expected”, “an opportunity exists”, 
“budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate” or “believes”, or 
variations of such words and phrases or state that certain actions, events or results “may”, “could”, “would”, 
“might”, “will” or “will be taken”, “occur” or “be achieved”.

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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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.
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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:

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

◦ 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.

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

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

◦ 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.

◦ 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.

3



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. 
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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.1    . . . . . . . . . . . . . . . . . . . . . . . .  —  83 
Class A exchangeable and Class B2       . . . . . . . . . . . . . . . . . . . . . . . .  539  — 
Class C2

       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  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 Note 2021 2020 2019
Premiums     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Gross     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,207 $ 431 $ 504 
Ceded       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1)  (1)  (179) 

Net premiums      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,206  430  325 
Net investment income       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3  60  84  57 
Net investment results from funds withheld      . . . . . . . . . . . . . . . . . 3  78  —  — 
Total revenues     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,344  514  382 

Income from equity accounted investments       . . . . . . . . . . . . . . . 8  8  —  — 

Benefits paid on insurance contracts    . . . . . . . . . . . . . . . . . . . . . . .
Gross     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  310  63  39 
Ceded       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (18)  (25)  (14) 

Change in insurance reserves    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
Gross     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,958  457  538 
Ceded       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22  11  (193) 

Other reinsurance expenses     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19  —  — 
Operating expenses      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14  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    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15  —  (1)  — 
Deferred tax expense    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15  (2)  —  — 
Net (loss) income for the year      . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44) $ 1 $ 6 

Attributable to:
Brookfield Asset Management Inc.1   . . . . . . . . . . . . . . . . . . . . . . .  5  1  6 
Class A exchangeable and Class B shareholders2    . . . . . . . . . . . . .  3  —  — 
Class C shareholders2

    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (52)  —  — 
$ (44) $ 1 $ 6 

Net income per class C share     . . . . . . . . . . . . . . . . . . . . . . . . . . .

Basic and diluted3       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 $ (2.58) 

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).
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.

6



COMBINED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2021 2020 2019
Net (loss) income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44) $ 1 $ 6 
Other comprehensive income (loss) that will be reclassified to net income 
(loss)

Equity accounted other comprehensive income     . . . . . . . . . . . . . . . . . . . . . . .  44  —  — 
Net unrealized (loss) gain on available for sale securities     . . . . . . . . . . . . . . .  (55)  1  — 
Foreign currency translation         . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  2  3 

Total other comprehensive (loss) income     . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (15)  3  3 
Comprehensive (loss) income        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (59) $ 4 $ 9 

Attributable to:
Brookfield Asset Management Inc.1    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6  4  9 
Class A exchangeable and Class B shareholders2

     . . . . . . . . . . . . . . . . . . . . . . . .  3  —  — 
Class C shareholders2     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (68)  —  — 

$ (59) $ 4 $ 9 

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

AS AT AND FOR THE YEAR ENDED
DEC. 31 2021
US$ MILLIONS Note

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Brookfield 
Asset 

Management 
Inc.

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class C 
shareholders

Total 
Equity

Balance as at January 1, 2021       . . . . . . . . $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ 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 / Reorganization1
  . . . . 11  (78)  —  —  (78)  539  —  —  539  963  —  —  963  1,424 

     Return of capital2 11  —  —  —  —  (3)  —  —  (3)  —  —  —  —  (3) 
Common control transaction 
adjustments3      . . . . . . . . . . . . . . . . . . . . .  —  (6)  (5)  (11)  —  —  —  —  —  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     . . . . . . $ — $ — $ — $ — $ 536 $ 3 $ — $ 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.
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COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

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

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

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Brookfield 
Asset 

Management 
Inc.

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class C 
shareholders

Total 
Equity

Balance as at January 1, 2020   . . . . . . . . . $ 65 $ — $ 1 $ 66 $ — $ — $ — $ — $ — $ — $ — $ — $ 66 
Changes in year:

Net income      . . . . . . . . . . . . . . . . . . . . . .  —  1  —  1  —  —  —  —  —  —  —  —  1 
Other comprehensive income      . . . . . . . .  —  —  3  3  —  —  —  —  —  —  —  —  3 

Comprehensive income      . . . . . . . . . . . . . . .  —  1  3  4  —  —  —  —  —  —  —  —  4 
Other items       . . . . . . . . . . . . . . . . . . . . . . . .

Equity issuances     . . . . . . . . . . . . . . . . . .  13  —  —  13  —  —  —  —  —  —  —  —  13 
Total change in year       . . . . . . . . . . . . . . . . .  13  1  3  17  —  —  —  —  —  —  —  —  17 
Balance as at December 31, 2020      . . . . . . $ 78 $ 1 $ 4 $ 83 $ — $ — $ — $ — $ — $ — $ — $ — $ 83 

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

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

AS AT AND FOR THE YEAR ENDED 
DEC. 31 2019
US$ MILLIONS

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Brookfield 
Asset 

Management 
Inc.

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class A 
exchangeable 
and Class B 
shareholders

Share 
Capital

Accumulated 
Surplus 
(Deficit)

Accumulated 
Other 

Comprehensive 
Income (Loss)

Class C 
shareholders

Total 
Equity

Balance as at January 1, 2019   . . . . . . . . . $ 60 $ (6) $ (2) $ 52 $ — $ — $ — $ — $ — $ — $ — $ — $ 52 
Changes in year:

Net income      . . . . . . . . . . . . . . . . . . . . . .  —  6  —  6  —  —  —  —  —  —  —  —  6 
Other comprehensive income      . . . . . . . .  —  —  3  3  —  —  —  —  —  —  —  —  3 

Comprehensive income      . . . . . . . . . . . . . . .  —  6  3  9  —  —  —  —  —  —  —  —  9 
Other items       . . . . . . . . . . . . . . . . . . . . . . . .

Equity issuances       . . . . . . . . . . . . . . . . . .  5  —  —  5  —  —  —  —  —  —  —  —  5 
Total change in year       . . . . . . . . . . . . . . . . .  5  6  3  14  —  —  —  —  —  —  —  —  14 

Balance as at December 31, 2019      . . . . . . $ 65 $ — $ 1 $ 66 $ — $ — $ — $ — $ — $ — $ — $ — $ 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 2021 2020 2019
Operating activities

Net (loss) income    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (44) $ 1 $ 6 
Non-cash items affecting net income

Premium received in kind       . . . . . . . . . . . . . . . . . . . . . . . . . .  (167)  —  — 
Unrealized gains on investments and derivatives      . . . . . . . .  33  (51)  (27) 
Net hedging expenses       . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (27)  —  — 
Income tax expense    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  1  — 

     Income from equity accounted investments  (8)  —  — 
       Realized gain on investments  (23)  —  — 

Changes in non-cash balances related to operations
     Changes in reinsurance receivable  (9)  —  — 

Changes in reinsurance funds withheld       . . . . . . . . . . . . . . . .  (4,650)  —  — 
       Changes in deferred tax asset    . . . . . . . . . . . . . . . . . . . . . . . .  (24)  —  — 

Changes in reinsurance assets     . . . . . . . . . . . . . . . . . . . . . . .  22  10  (193) 
     Changes in reinsurance payable  75  —  — 

Changes in insurance reserves   . . . . . . . . . . . . . . . . . . . . . . .  7,152  457  538 
Changes in deferred revenue      . . . . . . . . . . . . . . . . . . . . . . . .  82  —  — 
Changes in funds withheld liabilities    . . . . . . . . . . . . . . . . . .  —  12  — 
Changes in deferred acquisition costs   . . . . . . . . . . . . . . . . .  (776)  —  — 
Changes in working capital        . . . . . . . . . . . . . . . . . . . . . . . . .  52  (1)  (6) 

Operating activities affecting cash
Realized gains on investments and derivatives        . . . . . . . . . .  (4)  (3)  (9) 
Interest income received        . . . . . . . . . . . . . . . . . . . . . . . . . . .  (51)  (27)  — 
Purchase of derivatives       . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (133)  —  — 
Proceeds from disposal of derivatives       . . . . . . . . . . . . . . . . .  79  —  — 

Cash flows from operating activities      . . . . . . . . . . . . . . . . . . . .  1,581  399  309 
Investing activities

Dividends received       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  —  — 
Interest income received    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  51  27  — 
Purchase of investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bonds   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4,251)  (971)  (1,010) 
Private debt    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (181)  —  — 

     Common equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (644)  —  — 
Private equity and other        . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (219)  —  (1) 
Mortgages      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (185)  —  (1) 
Private loans    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (512)  (4)  (11) 

Sales and maturities of investments       . . . . . . . . . . . . . . . . . . . . .
Bonds   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,001  561  754 

     Common equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20  —  — 
Private equity and other        . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  1  1 
Mortgages      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18  —  — 
Private loans    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  36  2  — 

Purchase of intangibles    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1)  (1)  — 
Cash flows from investing activities       . . . . . . . . . . . . . . . . . . . .  (3,864)  (385)  (268) 
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COMBINED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Financing activities
Issuance of equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,410  13  5 
Return of capital    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8)  —  — 
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  245 
Repayments of repurchase agreement      . . . . . . . . . . . . . . . . . . . .  (464)  (222)  (285) 

Cash flows from financing activities      . . . . . . . . . . . . . . . . . . . . .  2,640  13  (35) 
Cash and cash equivalents

Cash and cash equivalents, beginning of year      . . . . . . . . . . . . . .  35  13  8 
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 $ 13 

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

(a) 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, HM08, 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 
(“PRT”). 

(b) 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:

(i) 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. 

(ii) 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) 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.

(iv) 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.

(v) 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. 

(vi) 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.

(vii) 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.

(viii) 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.

(x) 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) 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.

(b) 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.

(c) 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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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.

(d) 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.

(e) 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.

(f) 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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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.

(g) 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)).

(h) 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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(i) 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)).

(j) 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.

(k) 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.

(l) 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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(m) 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.

(n) 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.

(o) 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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(p) 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.

(q) 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.

(r) 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.

(s) 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.  

(t) 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.

(u) 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. 

(v) 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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(w) 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.  

(x) Benefits paid

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

(y) 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.

(z) 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.

(aa) 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. 

(ab) 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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(ac) 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.

(ad) 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.

(ae) 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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(af) 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).

(ag) 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 shareholders are calculated by dividing the Company's net 
income for the year, less distributions payable to class A exchangeable and class B shareholders, 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).

(ah) 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).

26



(ai) 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.

(aj) Amendments adopted during the current year

(i) 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.

(ak) Future accounting policy changes

(i) 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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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.

(ii) 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). 

(iii) 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.

(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.
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(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.

(al) 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
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
Cash    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 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   . . . . . . . . . . . . . . . . .  (1)  —  —  (1) 

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
US$ MILLIONS FVTPL1 AFS

Amortized 
Cost Total

Cash and cash equivalents
Cash    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 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 

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).

b) 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      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 1,963 $ — $ 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      . . . . . . . . . . . . . . . . . . . . . . . . $ 1,425 $ 7,210 $ 465 $ 9,100 

Financial liabilities
Fair value through profit or loss:

Derivative liabilities     . . . . . . . . . . . . . . . . . . . . . . .  —  (1)  —  (1) 
Funds withheld liabilities   . . . . . . . . . . . . . . . . . . .  —  (12)  —  (12) 

Total financial liabilities      . . . . . . . . . . . . . . . . . . . . . $ — $ (13) $ — $ (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      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5 $ 1,174 $ 1,179 

Financial liabilities
Fair value through profit or loss:

Funds withheld liabilities       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  (12)  (12) 
Total financial liabilities      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ (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 
assets/Derivative 
liabilities

Foreign currency forward contracts—discounted cash flow model—forward exchange 
rates (from observable forward exchange rates at the end of the reporting period); 
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 
withheld

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. 

Funds withheld 
liabilities

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.

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:

Type of Asset Valuation Techniques 
Significant Unobservable 
Inputs

Significant 
unobservable inputs 
and relationship of 
unobservable inputs 
to fair value

Private equity Discounted cash flows • Future cash flows   
The future cash flows are 
based on cash flows flowing 
to the underlying investment

• Discount rate
The discount rate reflects the 
inherent risk of the 
underlying investment

• Increases (decreases) 
in future cash flows 
increase (decrease) fair 
value

• Increases (decreases) 
in discount rate 
increase (decrease) fair 
value

Private debt Discounted cash flows • Future cash flows   
The future cash flows 
include expected interest and 
principal payments.

• Discount rate
The discount rate reflects the 
credit spreads used and the 
liquidity conditions of the 
debt instrument.

• Increases (decreases) 
in future cash flows 
increase (decrease) fair 
value

• Increases (decreases) 
in discount rate 
increase (decrease) fair 
value

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     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — 
Fair value changes in other comprehensive income      . . . . . . . . . . . . . . . . . . . . . . . .  4  — 
Additions      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,021  — 
Disposals    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8)  — 
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 2021 2020 2019
Interest income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cash and cash equivalents     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 $ — $ — 
FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  51  28  19 
AFS investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12  2  1 
Loans and receivables     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5  —  — 

Total interest income      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  69  30  20 

Realized gains on investments and derivatives        . . . . . . . . . . . . . . . . .
FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3  3  10 
Derivatives       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14  —  — 
AFS investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  —  — 

  Foreign exchange gain/loss       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9  —  — 
Total realized gains on investments and derivatives      . . . . . . . . . . . . .  28  3  10 

Unrealized gains (losses) on investments and derivatives       . . . . . . . . .
   FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (60)  46  26 
   Derivatives        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27  6  1 
Total unrealized gains (losses) on investments and derivatives   . . . . .  (33)  52  27 

Investment manager fees      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  (1)  — 
Net investment income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 60 $ 84 $ 57 
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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      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  —  — 
Total realized losses on investments and derivatives attributable to 
funds withheld      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (6)  —  — 

Unrealized losses on investments and derivatives     . . . . . . . . . . . . . . .
FVTPL investments       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (19)  —  — 

  Foreign exchange losses      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1)  —  — 
Total unrealized losses on investments and derivatives attributable 
to funds withheld    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (20)  —  — 

Other investment income     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  75  —  — 

Net investment results from funds withheld      . . . . . . . . . . . . . . . . . $ 78 $ — $ — 

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 value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded      . . . . . . . . . .
Bond futures    . . . . . . . . . . . . $ 9 $ — $ 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 $ (1) $ 23 $ 7,320 $ 69 $ 1 $ 79 $ 7,469 

1Derivative liabilities are included in the Note 9 Accounts Payable and Other.

AS AT DEC. 31, 2020
US$ MILLIONS Notional amount

Fair value 
asset

Fair 
value 

liabilities
Collateral 

pledged
Within 
1 year

1-3 
years

4-5 
years

Over 5 
years

Notional 
principal

Exchange traded    . . . . . . . . . .
Bond futures     . . . . . . . . . . . $ 2 $ — $ 13 $ 192 $ — $ — $ — $ 192 

Over-the-counter        . . . . . . . . .
Foreign exchange forwards     5  —  —  235  —  —  —  235 
Interest rate swaps     . . . . . . .  —  —  —  —  —  —  7  7 

Total       . . . . . . . . . . . . . . . . . . $ 7 $ — $ 13 $ 427 $ — $ — $ 7 $ 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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f) 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
US$ MILLIONS

Carrying 
Amount Percent

Carrying 
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
US$ MILLIONS Fair value

Change in 
fair value Fair value

Change in 
fair value

Financial assets
Debt securities    . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,884 $ 2 $ 2,023 $ 2 
Equities    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  —  397  — 
Loans and receivables       . . . . . . . . . . . . . . . . . . . . .  639  —  —  — 

Total        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,523 $ 2 $ 2,420 $ 2 

SPPI Non-SPPI

AS AT DEC. 31, 2020
US$ MILLIONS Fair value

Change in 
fair value Fair value

Change in 
fair value

Financial assets
Debt securities    . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43 $ 1 $ 1,125 $ — 
Equities    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  —  3  — 
Loans and receivables       . . . . . . . . . . . . . . . . . . . . .  21  —  —  — 

Total        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64 $ 1 $ 1,128 $ — 

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

AS AT DEC. 31, 2021
US$ MILLIONS Credit risk

Carrying 
value (Fair 

value)
% of fair 

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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AS AT DEC. 31, 2020
US$ MILLIONS Credit risk

Carrying 
value

 (Fair value)
% of fair 

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  (2) 
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, Iowa.

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       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7  2 
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.

b. 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 (r) 
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
US$  MILLIONS Gross reserve

Reinsurance 
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 exchange1      . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6  1  5 
Balance at end of year      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,497 $ 169 $ 8,328 

FOR THE YEAR ENDED DEC. 31 2020
US$  MILLIONS Gross reserve

Reinsurance 
assets Net

Beginning of year    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 856 $ 197 $ 659 
Changes during the year

New business     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  414  —  414 
Normal changes      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  67  (9)  76 
Management actions and changes in assumptions      . . . . . . . . .  (24)  (2)  (22) 

 457  (11)  468 
Impact of foreign exchange1      . . . . . . . . . . . . . . . . . . . . . . . . . . . .  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. 

d. 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 $ — 
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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  — $ — 
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. 

a. 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.
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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
US$ MILLIONS

50 bps 
increase

50 bps 
decrease

50 bps 
increase

50 bps 
decrease

Movement in liabilities $ 103 $ (105) $ 63 $ (63) 
Movement in assets    . . . . . . . . . . . . . . . . . . . . . .  (248)  329  (62)  62 
Tax effect       . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4)  4  —  — 
Impact on comprehensive income        . . . . . . . . . . $ (149) $ 228 $ 1 $ (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 2021 2020
Cash and cash equivalents $ 393  4 % $ 35  3 %
Bonds and other debt securities

AAA    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  512  5 %  409  33 %
AA       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55  1 %  11  1 %

     A     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,516  15 %  121  10 %
     BBB     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,306  13 %  617  50 %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  151  1 %  10  1 %
     B      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  54  — %  1  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  170  2 %  —  — %

 3,764  37 %  1,169  95 %
Preferred shares         . . . . . . . . . . . . . . . . . . . . . . . . . . .
     P2    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7  — %  3  — %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  — %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10  — %  —  — %

 18  — %  3  — %
Common shares   . . . . . . . . . . . . . . . . . . . . . . . . . . . .
     A+     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  243  2 %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32  — %  —  — %

 275  2 %  —  — %
Other equity      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  247  2 %  —  — %
Private loans      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
     A     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  60  1 %  —  — %
     BBB     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55  1 %  —  — %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  151  2 %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  251  3 %  —  — %

 517  7 %  —  — %
Mortgages     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
    Unrated      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  122  1 %  21  2 %

 122  1 %  21  2 %
Reinsurance Funds Withheld    . . . . . . . . . . . . . . . . .
     AAA      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  819  8 %  —  — %
     AA       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  228  2 %  —  — %
     A     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  891  9 %  —  — %
     BBB     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,484  26 %  —  — %
     BB       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  105  1 %  —  — %
     B      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30  — %  —  — %
     Unrated     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  93  1 %  —  — %

 4,650  47 %  —  — %

Total cash and cash equivalents and investments   $ 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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5. 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.

c. 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 4-5 years Over 5 years Total
Accounts payable and other       . . . . . . $ 65 $ — $ — $ — $ 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 4-5 years Over 5 years Total
Accounts payable and other       . . . . . . $ 5 $ 1 $ — $ — $ 6 
Insurance reserves     . . . . . . . . . . . . . .  21  85  85  1,148  1,339 
Funds withheld liabilities     . . . . . . . .  12  —  —  —  12 
Total    . . . . . . . . . . . . . . . . . . . . . . . . $ 38 $ 86 $ 85 $ 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 $ (9) $ (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) $ (8) $ 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
US$ MILLIONS 10% Increase 10% Decrease

50 bps 
Increase

50 bps 
Decrease

Impact on comprehensive income        . . . . . . . . . . $ (1) $ 1 $ (11) $ 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 $ 3 
Professional services    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18  2  2 
Software   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  1  1 
Sales and capital taxes      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  —  — 
Licenses and fees        . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1  —  — 
Other   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3  —  — 
Total operating expenses    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 35 $ 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 $ — 
       Adjustments in respect of prior years    . . . . . . . . . . . . . . . . . .  —  — $ — 
Total current tax expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  1  — 
Deferred tax:  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Origination and reversal of temporary differences     . . . . . . . .  2  —  — 
Total deferred tax expenses        . . . . . . . . . . . . . . . . . . . . . . . . . . .  2  —  — 
Total income tax expense     . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2 $ 1 $ — 

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 $ 6 
Income tax at statutory tax rate  (11)  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 $ 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
US$ 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       . . . . . . . .  — %  — %  (24.7) %
        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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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.

b) 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.

c) 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
US$ MILLIONS Reinsurance1

Pension Risk 
Transfer2 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    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (7)  —  (7) 
Segment DOE      . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13  11  24 
Corporate expenses         . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8) 
Income tax expense       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2) 
Transaction costs    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8) 
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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer1 Total

Net premiums       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 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.       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

61



FOR THE YEAR ENDED DEC. 31, 2019
US$ MILLIONS Reinsurance

Pension Risk 
Transfer1 Total

Net premiums       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer Other1 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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer Other1 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
US$ MILLIONS Reinsurance

Pension Risk 
Transfer Other1 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 $ — 

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.

63



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 $ — $ — 
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  (3)  82  56 
Benefit expenses  90  63  39 
Benefit expenses ceded  (18)  (25)  (14) 
Gross premiums  1,017  431  504 
Ceded premiums  (1)  (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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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.

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.

65



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.
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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.
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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       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,207 $ 431 $ 504 
Net (loss) income for the year     . . . . . . . . . . . . . . . . . . . . . .  (44)  1  6 
Distributable Operating Earnings1,2

    . . . . . . . . . . . . . . . . . .  30  1  6 
Net Investment Spread   . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0.6 %  0.4 %  0.7 %
AUM  9,747  1,193  702 
Excess Capital1       . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  720  —  — 
Net Reserve Capital1  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.
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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    . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  (1)  — 
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.
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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 
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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  — 
Other 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, 
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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.
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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 

73



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  (35) 
Cash and cash equivalents

Cash and cash equivalents, beginning of year       . . . . . . .  35  13  8 
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 $ 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:

AS AT DEC. 31 2021
US$ MILLIONS

Payments due by year

Total
Less than 1

 year 1- 3 years 4 - 5 years
More than 5 

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 $ 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 $ 66,682 $ 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.

ii. 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). 

iii. 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 $ 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 
terminology such as “plans”, “targets”, “expects” or “does not expect”, “is expected”, “an opportunity exists”, 
“budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate” or “believes”, or 
variations of such words and phrases or state that certain actions, events or results “may”, “could”, “would”, 
“might”, “will” or “will be taken”, “occur” or “be achieved”.

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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