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Five-Year Financial Record

|
AS AT AND FOR THE YEARS ENDED DEC. 31 2018 2017 2016 2015 2014
PER SHARE'
Net income $ 340 $ 134 % 155 % 226 $ 3.1
Funds from operations? 4.35 3.74 3.18 2.49 2.1
Dividends?
Cash 0.60 0.56 0.52 0.47 0.45
Special — 0.11 0.45 — —
Market trading price - NYSE* 43.12 43.54 33.01 31.53 33.42

1. 2014 adjusted to reflect three-for-two stock split effective May 12, 2015; per share amounts are net of non-controlling interest.
2. See definition in the MD&A Glossary of Terms beginning on page 108.

3. See Corporate Dividends on page 46.

4. 2018 Market trading price is as at February 13, 2019. Market trading price at December 31, 2018 was $38.35.
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Brookfield at a Glance

OUR BUSINESS

We are a leading global alternative asset manager with over $350 billion of assets under management and
$138 billion in fee bearing capital. We raise private and public capital from the world's largest institutional investors,
sovereign wealth funds and individuals, with a focus on generating attractive investment returns that will allow our
investors and their stakeholders to meet their goals and protect their financial future.

+ Investment focus - Real Estate, Infrastructure, Renewable Power and Private Equity

« Diverse product offering - Core, value-add, opportunistic and credit strategies in both closed-end and
long-life vehicles

+  Focused investment strategies - We invest where we have a competitive advantage, such as our strong
capabilities as an owner-operator, our large scale capital and our global reach

« Disciplined financing approach - Debt is carefully employed to enhance returns while preserving capital
throughout business cycles

In addition to our asset management activities outlined above, we invest significant capital from our balance
sheet in our managed entities alongside our investors as well as in other direct investments. This is intended to
generate attractive financial returns and cash flows, support the growth of our asset management activities and
create an important alignment of interests with our investors. We refer to this as our Invested Capital and it totals
approximately $40 billion prior to leverage.

ASSET MANAGEMENT

We provide a wide range of investment products, primarily focused on real estate, renewable power,
infrastructure and private equity

REAL ESTATE RENEWABLE POWER

Office, retail, industrial, multifamily, hospitality Hydroelectric, wind, solar and other power
and other properties generating facilities

INFRASTRUCTURE PRIVATE EQUITY

Utilities, transport, energy, data infrastructure Business services, infrastructure services and
and sustainable resource assets industrial operations

Note: Excludes Residential Development and Corporate Activities which are distinct business segments for IFRS reporting purposes.

“Brookfield, ” the “company,” “we,” “us” or “our” refers to Brookfield Asset Management Inc. and its consolidated subsidiaries. The “Corporation” refers
to our asset management business which is comprised of our asset management and corporate business segments. Our “invested capital” or “listed
partnerships” includes our subsidiaries, Brookfield Property Partners L.P., Brookfield Renewable Partners L.P., Brookfield Infrastructure Partners L.P. and
Brookfield Business Partners L.P., which are separate public issuers included within our real estate, renewable power, infrastructure and private equity
segments, respectively. We use “private funds” to refer to our real estate funds, infrastructure funds and private equity funds. Please refer to the Glossary
of Terms beginning on page 108 which defines our key performance measures that we use to measure our business.
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Brookfield at a Glance

OUR GLOBAL PRESENCE

CANADA
$35B Aum
~18,000 operating employees

UNITED STATES
$189B Aum

~21,000 operating employees

QUICK FACTS

$3008

790+

EXCHANGES

NEW YORK

NYSE: BAM TSX: BAM.A

LONDON
TORONTO

SOUTH AMERICA
$40B Aum
~23,000 operating employees

30+

EUROPE & MIDDLE EAST
$64B Aum
~30,000 operating employees
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Core Investment Principles

Our approach to investing is disciplined and straightforward. With a focus on value creation and capital
preservation, we invest opportunistically in high quality real assets within our areas of expertise, manage them
proactively and finance them conservatively with a goal of generating stable, predictable and growing cash flows
for investors and shareholders. Our culture is anchored by a set of core investment principles that guide our
decisions and how we measure success.

Build our business and all our relationships based on integrity

BUSINESS PHILOSOPHY

* Attract and retain high-calibre individuals who will grow with
us over the long term

Ensure our people think and act like owners in
all their decisions

* Treat our investor and shareholder money like it's our own

INVESTMENT GUIDELINES * Invest where we possess competitive advantages

* Acquire assets on a value basis with a goal of maximizing
return on capital

Build sustainable cash flows to provide certainty, reduce risk
and lower our cost of capital

Recognize that superior returns often require a
contrarian approach

MEASUREMENT OF OUR « Measure success based on total return on capital over

CORPORATE SUCCESS the long term
* Encourage calculated risks, but compare returns with risk

Sacrifice short-term profit, if necessary, to achieve long-term
capital appreciation

Seek profitability rather than growth, as size does not
necessarily add value



L.etter to Shareholders

OVERVIEW

2018 was a strong year in the global economy, punctuated by considerable political drama and towards the end
of the year, stock market volatility. Behind the volatility, most companies reported good results and ours were no
exception. Net income in aggregate was a record $7.5 billion or $3.40 per share. Funds from operations (FFO) were
$4.35 per share, an increase of 16% over 2017. FFO should grow substantially in 2019, as we expect to sell a number
of assets and therefore record upwards of $1 billion of carried interest into income.

Our assets under management grew to over $350 billion, and asset management results increased commensurately
by 36% to $1.3 billion. We raised $40 billion of capital during the year, invested or committed $35 billion and sold
$14 billion of mature assets. We recently closed our latest opportunistic real estate fund at $15 billion, raised
$7 billion for the first close of our successor private equity fund and are now in the market with our successor
infrastructure fund, which should be by far our largest. In total, this round of flagship funds should raise +$50 billion
of capital for deployment.

Today we have approximately $35 billion of deployable capital for activities and this should grow as we continue to
raise capital across flagship and other strategies. On a corporate basis, we have started devoting some of our free
cash flow to share repurchases. During the year, $625 million of free cash flow was invested to repurchase shares
of BAM and our listed partnerships.

STOCK PERFORMANCE

We manage our business for the long term. We regularly provide our stock performance as a measure of the
achievement of our goals, although it is not our primary measure of value. Our longer dated returns highlight that
our business is resilient through market cycles and we continue to seek to deliver on our goal of generating in
excess of 12% to 15% compound returns. Volatility toward the end of 2018 led to a small decline in our one-year
performance, but it has recovered in the last month, so we have shown the numbers in the table for the year to
February 13, 2019.

More importantly, our view of the intrinsic value of the business increased significantly over the last twelve months.
We successfully raised and deployed significant amounts of capital and sold several investments in our funds,
building up our accrued carried interest balance. This increased intrinsic value of our businesses should enable us
to continue compounding these results well into the future.

10-Year U.S.

Investment Performance (Years) Brookfield NYSE S&P 500 Treasuries
1 (to February 13, 2019) —% 5% 1%
10 17% 13% 3%
20 17% 6% 5%
25 17% 9% 4%




MARKET ENVIRONMENT

Economic fundamentals generally remain strong globally. We continue to see good availability of liquidity in debt
markets, and inflows into our fund strategies have been robust. This is all playing out against a backdrop of political
upheaval and the reality that we are in the late stages of the business cycle, and therefore will likely see a recession at
some point in the next few years.

The U.S. economy, while slowing from the pace in late 2017 and early 2018, continues to be strong. Interest rates are
still historically low and we expect that to continue. The stock market took a welcome pause at the end of 2018 which
brought rationality back to the equity markets. In the context of this backdrop and amidst these conditions in 2018,
we found a number of great businesses to acquire.

Economic momentum in Europe has been slow for some time due to uncertainty over Brexit, Italy’s budget deadlock
with the EU, and long-term structural issues. We expect activity to be better once the outlook on Brexit becomes
clearer, but in the meantime, we believe there will be select opportunities to deploy capital.

Canada and Australia are exceptional long-term markets for investment and while they are small on a global basis,
both are veryimportantto us, given our major presence in each. We believe they will continue to be excellent markets
for us, given their stability and resilience. In 2018, we were successful on a number of fronts in both countries.

The South American markets in which we invest have been recovering nicely, with Brazil the slowest, but are set to
recover now that a new government is in place. We invested significant capital in South America over the past three
years and will both continue to tuck-in assets around these businesses and monetize investments as the currencies
and economies recover.

Asia continues to increase its importance in the global economy. While trade issues have been disruptive in the
short term, and growth is slowing due to the law of large numbers, these countries are very important global
investment markets. We continue to judiciously increase our investments in India, China, Japan and South Korea.

A SUMMARY OF 2018

Total assets under management are now over $350 billion, as we continue to raise and deploy large amounts of
capital across our businesses.

AS AT AND FOR THE TWELVE MONTHS

ENDED DEC. 31 (MILLIONS) 2014 2015 2016 2017 2018 CAGR
Total assets under management $203,840 $227,803 $239,825 $283,141 $354,736 15%
Fee bearing capital 85,936 94,262 109,576 125,590 137,528 12%
Gross annual run rate of fees plus target carry 1,204 1,489 2,031 2,475 2,975 25%
Fee related earnings (after costs) 378 496 712 896 1,129 31%

Cash available for reinvestment or

o 1,024 1,274 1,782 1,899 2,419 24%
distribution to BAM shareholders

Asset Management Activities

Our fee bearing capital has seen step-change increases over the past few fund series, increasing from $49 billion
in 2009 to $86 billion in 2014 and $138 billion in 2018. This growth in fee bearing capital will continue to contribute
to an even higher growth of fee related earnings, carried interest and cash flows. In early 2019, we completed the
final close for our flagship real estate fund, had a first close for our flagship private equity fund in late 2018, and
recently launched our next infrastructure fund. In 2018, we also launched an Australian long-life real estate fund and
long-life infrastructure fund. With all this, we raised $22 billion of third-party private capital across our strategies.



Our cash flow available for distribution and reinvestment was $2.4 billion for the year, a 27% increase over 2017.
Our cash flows from invested capital, largely the LP commitments that we make alongside our investors, were
$1.7 billion in 2018. Cash available for distribution is the sum of our asset management activities and the earnings or
distributions received from our invested capital, net of our corporate expenses. The contributors to cash available
for distribution within our asset management activities are fee related earnings and realized carried interest. Our
fee related earnings were $1.1 billion in 2018, a $233 million increase from 2017.

We generated carried interest before costs of $661 million in 2018 and realized into income carried interest of
$254 million before costs. We realize carried interest when the fund’s cumulative returns are in excess of preferred
returns and are no longer subject to clawback. During 2018, our first global flagship real estate fund achieved the
milestone of returning 100% of invested capital as well as a 9% preferred return on capital to all investors. In 2019,
we expect to generate and record into income and cash flow up to $1 billion of realized carried interest before costs
from this fund and other various earlier vintage funds.

Operating Activities

Despite the fact that investment markets were more finely priced for most of 2018, we succeeded in acquiring a
number of very high-quality assets by leveraging our key strengths - access to significant pools of capital, global
scale and deep operating expertise. We invested or committed over $35 billion of capital in 2018 across our business
groups and realized $14 billion of proceeds from the sale of mature assets.

While the market capitalization of some of our listed partnerships were impacted by the market volatility in the
second half of the year, our underlying businesses’ operations continued to grow and achieve record results.
Overall, our share of the underlying funds from operations from our invested capital totaled $1.6 billion before
disposition gains.

Our real estate operations had a strong year. In addition to acquisitions that drove increased FFO within our core
office and core retail businesses, we sold a number of assets at favorable returns, returning significant capital to
fund investors. We made great progress on our development activities, including Manhattan West in New York,
where we topped out the 2.1 million square foot One Manhattan West office tower and recently launched the last
office tower and a boutique hotel. On acquisitions, we acquired the balance of GGP we didn't already own and
purchased Forest City Realty Trust. With respect to realizations, we sold a large U.S. logistics business, generating a
2.5 times gross multiple of capital and a gross IRR of 22%.

Our renewable power operations benefited from a full year of contribution from our investment in TerraForm,
a large portfolio of solar and wind facilities, where we realized more than $100 million in cost savings through
operational improvements and balance sheet initiatives. We also benefited from the acquisition of a western
European portfolio of solar and wind assets that closed in the second quarter. In China, we established a joint
venture to develop and operate rooftop solar projects across logistics and commercial rooftops. We also continue
to see strong demand from investors for mature, contracted renewable assets, and in the third quarter, announced
the sale of a 25% interest in a Canadian hydroelectric portfolio.

Ourinfrastructure operations continue to generate strong performance, with increases from our recentinvestments,
largely offset by the absence of FFO from the sale of our Chilean transmission company. Within our energy business,
results were up 29%, in part the result of the contribution from both the acquisitions of Enercare, as well as a group
of Canadian midstream assets. This was partly offset by our utilities and transportation businesses which have
significant Brazilian operations that were impacted by the depreciation of the Brazilian real. In total, we committed
to seven acquisitions totaling approximately $13.1 billion. In addition to Enercare and our new Canadian midstream
assets, these included three data center businesses located in the U.S., South America and Australia, and a 1,500 km
gas pipeline in India.



Our private equity operating results more than doubled compared to the prior year, benefiting from both organic
growth and capital deployment. In our industrials business, our graphite electrode business benefited significantly
from strong pricing and long-term contracts put in place at the beginning of the year. Our infrastructure services
business saw a significant increase in cash flows from a full-year contribution of our marine oil services business,
as well as the acquisition of Westinghouse Electric Company. Within our business services group, we started
redevelopment of the gaming facilities in the Greater Toronto Area. In addition, we committed to acquire a market-
leading global battery manufacturing business slated to close in the first half of 2019. On the realization side, we
began the process of monetizing our investment in our global manufacturer of graphite electrodes, following a very
successful turnaround over the last few years, and sold our Australia-based oil and gas company, returning more
than 3 times our initial investment within three and a half years.

2018 - A SMALLER NUMBER OF LARGE DEALS

Despite competitive conditions for most of 2018, we acquired a number of businesses that should do very well over
the longer term. More importantly at this pointin the cycle, each has inherent defensive protections. This isimportant
as itis likely we will own all of these businesses through the next downturn.

Each one of these acquisitions is different but they all have one or more of the following in common: they are large
in size and therefore the competition was limited; they are diverse in nature so many cannot participate due to their
limited global reach; or they require significant operational enhancements to generate value - this is where our
100,000 operating team members come in. While none of the above guarantees success, we have found that by
relentlessly focusing on these competitive advantages, the odds favor a greater chance of success.

We acquired a natural gas gathering and processing business for $3.3 billion in western Canada. This business is a
long-term contracted business which protects our downside. On a leveraged basis, this business is generating 8%
cash-on-cash yields which on the downside gives us substantial protection, while we are in the midst of re working
the business to enhance returns.

We closed the acquisition of an $11.4 billion portfolio of largely office and residential properties in four premier
markets in the U.S. - New York, San Francisco, Washington and Boston. Given that these assets sit in the premier
U.S. markets for real estate and that we acquired this portfolio with few competitors due to size and diversity of
assets, we should have limited downside risk even in a market downturn. On the upside, we believe we can generate
15% to 20% leveraged gross equity returns through optimizing the asset portfolio, operating improvements, and
completing the development on a few large projects.

We acquired Westinghouse Electric Company for $4 billion. Westinghouse is an infrastructure services company
that provides services to the power industry. There were few other potential buyers, given that the company was in
bankruptcy and thatthe acquisition was large. We are currently generating approximately 20% cash-on-cashyields on
equity and believe that through cost synergies and small amounts of growth this can be an exceptional investment.

Our renewable power business acquired Saeta Yield, a $3.1 billion portfolio of assets. The portfolio consists of
1,000 megawatts of wind and solar facilities in Spain and was available to Brookfield with little competition because
it was a large concentration of assets in one country for any one investor. The difference for us is that, given
our scale, these assets could be tucked into our overall portfolio. The business is generating +12% cash-on-cash
yields on purchase price with upsides expected to come from a number of operational enhancements that we are
working on.



We committed to acquire a $13.2 billion global battery maker for vehicles. This business is a global market leader in
the industry and with technology. Despite this, there was a misperception on the impact of automotive electrification
on demand for lead acid batteries. As a result of this, we were able to acquire this business on an unleveraged 8%
cash-on-cash yield - with leveraged cash-on-cash gross returns increasing to over 20% as we execute our business
plan. These strong cash yields should give us significant downside protection and underpin our investment returns.
The electrification of the car parc is an opportunity for our business to increase sales of advanced low voltage
batteries for electric vehicles, which we have higher market share in and earn higher margins on than traditional
lead acid batteries installed in internal combustion vehicles. All electric vehicles require a low voltage battery to
power auxiliary systems, manage the high voltage lithium ion propulsion battery, and ensure functional safety of
critical vehicle functions.

BROOKFIELD OR BROOKFIELD OR BROOKFIELD?

We are often asked by investors which Brookfield stock they should own - BAM or one of our four listed partnerships.
While it sounds self-serving, we recommend “all of them,” because while each carries the Brookfield brand and
owns and operates high-quality businesses, each one is different and has a specific goal of being best in class in
their specific area of expertise - asset management, real estate, renewable power, infrastructure or private equity.

Of course, BAM is a significant owner of each of our listed partnerships, benefiting from their cash flows and value
creation, but is focused and driven by our asset management business. It is though notable that our franchise
is differentiated in the asset management industry by the scale and growth potential of these best-in-class
listed partnerships which are managed by us in the same way as we manage our private funds for private
investors. Furthermore, with very large ownership stakes in each partnership, we are incented to ensure each
creates long-term value because as each of our entities does well, and trades well, this translates into further value
creation for BAM.

The commonality of our entities is that all share the same disciplined investment approach, respect for capital, and
access to our global operating platform and relationships. These characteristics have stood us well for a long time.

Brookfield Property Partners (BPY) is a premier, diversified commercial real estate portfolio featuring some of
the world's premier properties. This is a portfolio that is well leased to high credit-quality tenants, generating
stable, sustainable cash flows. The business features significant organic growth through an active development
and redevelopment pipeline, in which the company leverages its multi-sector expertise. Investment returns
are supplemented by BPY's participation in Brookfield-sponsored real estate opportunity funds, which invest in
high-quality assets that are mispriced or feature significant operational upside across various property sectors,
such as logistics, multifamily and self-storage.

Brookfield Infrastructure Partners (BIP) owns high-quality infrastructure assets that are the backbone of the global
economy. Infrastructure cash flows are supported by regulated and long-term contractual frameworks and typically
their cash flows are linked to inflation and/or global growth. The opportunity set in the business is very substantial
as governments and corporations outsource their infrastructure investment to entities specialized in managing
these types of assets. BIP is positioned with an investment-grade balance sheet, and irreplaceable assets on five
continents across four sectors; energy, transportation, utilities and data.

Brookfield Renewable Partners (BEP) is one of the largest pure-play renewable power businesses globally, offering
exposure to decarbonized energy, at a time when the global power grid is transforming from fossil fuels to
renewables. BEP has 100+ years of experience in power generation, with over 17,000 megawatts of hydro, wind,
solar, distributed generation and storage capacity across four continents. Over 75% of the generation is from hydro,
leading to long-term cash flows with minimal annual re-investment.
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Brookfield Business Partners (BBU) offers a unique opportunity to invest publicly in private equity investments. BBU
invests in businesses with high barriers to entry, low production costs and those with the potential to benefit from
Brookfield's global operating expertise. BBU has the flexibility to invest in any form (debt, equity, public, private) and
across industries, enabling investment flexibility for when we find “good businesses” in times of market dislocation.

While each of our five securities is different, they are all investments that we expect will generate significant value
creation over the long term. We hope that at least one of them will suit your investment needs, but we think all of
them can belong in a well-diversified portfolio of investments.

THE 50-YEAR INFRASTRUCTURE RUNWAY

We are in the early stages of the bulk of the infrastructure backbone of the global economy being transferred into
private hands from the public sector. We believe that this will translate into an opportunity of many tens of trillions
of dollars over the next 50 years for the private sector.

There are a number of reasons for this shift from the public to private sector, but we think there are three main
reasons. The first is that governments are highly indebted; despite this, they still need to keep up with both
investment of capital into new infrastructure in the developing world, as well as the maintenance of old infrastructure
in the developed world. The second is that private enterprise has proven to be far more efficient at building new
infrastructure, as well as operating that infrastructure, than the public sector. The third is that interest rates are very
low(ish) by historical standards and are expected to be that way for the foreseeable future. As a result, institutions
need something to replace fixed income allocations in their portfolios that has low risk but reasonable returns.
Infrastructure is part of the solution.

As a result, we expect that over the next 50 years there will be both a very large supply of capital for projects, and
very large demand by governments for infrastructure capital. Our goal is to continue to build our reputation for fair
dealing, good stewardship, and astute investing, to the benefit of the governments/ companies we deal with, the
communities that these infrastructure assets serve, and those we invest on behalf of.

Our mostrecentflagship infrastructure fund is $14 billion and is now over 85% invested or committed. As such, we are
now raising the successor private fund. On our existing fund, we do not believe we have compromised our returns
to put capital to work, and therefore we see no reason that our next fund will not be significantly larger than the last.

We are often asked why we do not have the same issues that some public equity managers have investing funds
as they grow larger. The difference is that infrastructure (as well as real estate and private equity) usually becomes
more attractive as investments get larger. The competition for larger acquisitions is less and the sophistication
required to operate these assets increases because of their complexity, therefore favoring large and experienced
managers. Lastly, the larger assets acquired are generally also higher quality - they often have better counterparties,
and stronger management teams. As a result we believe that our infrastructure business can scale to many times
the size it is today.

ALTERNATIVES CANNOT BE REPLACED BY ETFs

Allocations to private investments (real estate, infrastructure and private equity) in the institutional investment
market are circa 20% and look to double over the coming decades. Most institutional investors we deal with
are increasing overall allocations to real estate, infrastructure and private equity through fund allocations,
co-investments, or direct investments. As a result, we are in the midst of vast sums of capital being allocated to
these areas and this should continue for many years to come.

1



This is due, in part, to the fact that traditional fixed income investments today do not generate enough yield to
support the returns needed by institutional funds. Equally important is the desire to shed the historic volatility
in public market assets that these institutions have traditionally had by holding liquid traded investments. In
summary, alternative assets have been and will increasingly become the new fixed income component in most
institutional portfolios.

Another major trend affecting the financial markets is that large sums of capital are being allocated from active
public equity mandates towards passive strategies (through ETF's and other means). This shift is being driven by
passive products offering low, sometimes no, fee alternatives and the perception (rightly or wrongly) that the
returns, after fees, on passive funds can match or exceed those of active public market equity strategies.

In the face of this pressure on active mandates, private investing continues to grow rapidly - for many reasons,
but primarily because private asset investing simply cannot be done passively. The good news is that ETF's cannot
replace what we do! More specifically, it takes a lot of time and skill to acquire assets, and a lot of time, expertise
and effort to operate and optimize these types of assets.

We believe that the current market environment will exist into the foreseeable future and that this backdrop
will therefore enable quality private managers of assets to continue to grow. Furthermore, within this group
of managers, we believe we are particularly well positioned, with three main competitive advantages in which
we have invested decades establishing. The first is our scale; the capital we have available is in excess of that
of most others. The second is our global platform: we have a presence in 30 countries over many years. And
the third is our culture and operating capabilities: this is exemplified by our 100,000 operating team members
around the world. These attributes define Brookfield and we attempt to continuously use one or more of these
differentiators in everything we do.

CLOSING

In summary, 2018 was a successful year for us. Thank you for your continued support.

We remain committed to being a leading, world-class alternative asset manager, and investing capital for you and
our investment partners in high-quality assets that earn solid cash returns on equity, while emphasizing downside
protection for the capital employed. The primary objective of the company continues to be generating increased
cash flows on a per share basis and as a result, higher intrinsic value per share over the longer term.

Please do not hesitate to contact any of us should you have suggestions, questions, comments, or ideas you wish
to share with us.

Sincerely,

J. Bruce Flatt
Chief Executive Officer

February 14, 2019

Note:InadditiontothedisclosuressetforthinthecautionarystatementsincludedelsewhereinthisReport, thereareotherimportantdisclosuresthatmust
bereadinconjunctionwith,andthathavebeenincorporatedin, thisletteraspostedonourwebsiteathttps://bam.brookfield.com/en/reports-and-filings.
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Value Creation

We create shareholder value by increasing the earnings of our asset management activities and increasing the value
of our Invested Capital, as follows:

ASSET MANAGEMENT

1. Increasing fee bearing capital, which increases our fee related earnings. We track the value created by applying
a multiple to our current fee related earnings.

2. Achieving attractive investment returns, which allows us to earn performance income (carried interest). We
measure the value created by applying a multiple to our target carried interest, net of costs'.

INVESTED CAPITAL

3. Increasing the cash income generated by the investments as well as capital appreciation, through operational
improvements and disciplined recycling of the underlying assets. We measure the value created using a
combination of market values and fair values as determined under IFRS.

Asset Management Invested Capital
MiLLoNg) AR ENDED BEE 31,2018 Actual Current' witions " Quoted”  IFRS® Blended
Fee revenues $ 1,693 $ 1,545 BPY $ 8855 $ 15,595 $ 15,595
Direct costs (564) (618) BEP 4,879 4,749 4,879
Fee related earnings 1,129 927 BIP 4,063 1,916 4,063
Carried interest, gross 661 1,430 BBU 2,671 2,017 2,671
Direct costs 171) (430) Other listed® 3,859 4,224 3,859
Carried interest, net® 490 1,000 Total listed investments $24,327 28,501 31,067
Total $ 1,619 § 1,927 Unlisted investments and
working capital, net 7,395 8,436
Invested capital 35,896 39,503
Leverage' (10,577) (10,577)
Invested capital, net’ $ 25,319 $ 28,926
FEE RELATED o CARRIED INTEREST o INVESTED BROOKFIELD ASSET
EARNINGS VALUE VALUE CAPITAL VALUE MANAGEMENT VALUE

. See definition in the Notice to Readers on page 16.
. Quoted based on December 31, 2018 public pricing.
. Total IFRS invested capital excludes $328 million of common equity in our Asset Management segment.

. For business planning purposes, we consider the value of invested capital to be the quoted value of listed investments and IFRS value of unlisted
investments, subject to two adjustments. First, we reflect BPY at IFRS values as we believe that this best reflects the fair value of the underlying
properties. Second, we reflect Brookfield Residential at its privatization value.

. Includes $2.3 billion of corporate cash and financial assets.

6. For the purposes of value creation, “current” carried interest, net represents target carried interest, net. Target carried interest, net, is defined in
the Notice to Readers on page 16.

A W N =

w
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Financial Profile

We measure value creation for business planning and performance measurement using a consistent set of metrics
as set out in the table below. This analysis is similar to that used by us and our Board of Directors when assessing
performance and growth in our business. We believe it helps readers to understand our business. These plan values
are for illustrative purposes only and not intended to forecast or predict future events or to measure intrinsic value.

AS AT AND FOR THE YEARS ENDED DEC. 31 Plan Value
(UNLESS OTHERWISE NOTED) Base’ Factor? Feb. 20193 2018 2017
(MILLIONS) (BILLIONS, EXCEPT FOR PER SHARE AMOUNT)
Asset management activities
Current fee related earnings $ 927 20x $ 19.6 $ 185 $ 177
Target carried interest, net* 1,000 10x 10.0 10.0 7.0
Accumulated unrealized carried interest, net 1.7 1.7 1.4
31.3 30.2 26.1
Invested Capital, net
Listed investments 33.0 31.1 35.6
Unlisted investments and net working capital 8.4 8.4 5.5
Invested capital, gross 414 39.5 411
Leverage (10.6) (10.6) (9.9)
30.8 28.9 31.2
Total plan value? $ 62.1 $ 59.1 $ 573
Total plan value (per share) $62.32 $59.26 $56.94
Plan Value
AS AT DEC. 31 ($ BILLIONS)
$62
$57 +>9 $31
$29
$31
$49
$28
$41
$37
$24
$30 $31
$26
$21
$13
2014 2015 2016 2017 2018 FEB. 2019
I Asset Manager M Invested Capital

1. Base fee related earnings and carried interest represent our annualized fee revenues and target carried interest, as at December 31, 2018. We
assume a 60% margin on annualized fee revenues and a 70% margin on gross target carried interest.

2. Reflects Brookfield's estimates of appropriate multiples applied to fee related earnings and carried interest in the alternative asset
management industry based on, among other things, industry reports. These factors are used to translate earnings metrics into value in order
to measure performance and value creation for business planning purposes. These factors may differ from those used by other alternative
asset management companies and other industry experts in determining value.

3. See definition of Plan Value and Feb. 2019 Plan Value in the Notice to Readers on page 16.
4. See definition in the Notice to Readers on page 16.
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Performance Highlights

Fee Bearing Capital’
AS AT DEC. 31 (BILLIONS)

$138
$126
$110
$94
$87 $49
$43
$42
$50
$34
$26

2014 2015 2016 2017 2018

Il Private Funds [l Listed Partnerships

Public Securities

Carry Eligible Capital’
AS AT DEC. 31 (BILLIONS)

$58

$40 $42

$25
$18

2014 2015 2016 2017 2018

Cash Available for Distribution and/or Reinvestment'?
FOR THE YEARS ENDED DEC. 31 (MILLIONS)

$2,419

51,809 hged

$1,782
$1,825
$1274 RS
$1,024  [3I¥b]
$1,021

2014 2015 2016 2017 2018

Il Cash available for distribution and/or reinvestment
before realized carried interest

B Realized carried interest, net

1. See definition in MD&A Glossary of Terms beginning on page 108.
2. Comparative numbers have been revised to reflect new definition.
3. Excludes special dividends.
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Fee Related Earnings’
FOR THE YEARS ENDED DEC. 31 (MILLIONS)
$1,129

$896
$712
$496
$378 I

2014 2015 2016 2017 2018

Accumulated Unrealized Carried Interest!’
AS AT DEC. 31 (MILLIONS)
$2,486

$2,079
$898
$658
$488 .

2014 2015 2016 2017 2018

Distributions to Common Shareholders?
FOR THE YEARS ENDED DEC. 31 (MILLIONS)

$575

$540
$500
$450
$388 I

2014 2015 2016 2017 2018



NOTICE TO READERS

Pages 1 through 15 of the 2018 Annual Report must be read in conjunction with the cautionary statements included
elsewhere in the 2018 Annual Report.

In addition, for pages 1 through 15 of the 2018 Annual Report, the following terms have the definitions provided below:

Current fee related earnings is current fee revenues net of associated direct costs. Current fee revenues are the sum
of (i) base management fees on current fee bearing capital based on the associated contractual fee rates; (ii) incentive
distributions based on BEP, BIP and BPY’s current annual distribution policies; (iii) performance fees from BBU assuming
a 10% annualized unit price appreciation; and (iv) transaction and public securities performance fees equal to a simple
average of the last two years' revenues. We assume that direct costs represent 40% of current fee revenues.

Plan value is used to measure value creation for business planning and performance measurement. The metrics used
in the measurement of plan value include current fee related earnings, target carried interest, net, accumulated
unrealized carried interest, net and invested capital, net. The multiples applied to current fee related earnings and
target carried interest, net to determine plan value reflect Brookfield's estimates of appropriate multiples used in the
alternative asset management industry based on, among other things, industry reports.

February 2019 plan value is based on the following adjustments to 2018 values: current fee revenues increased
by $80 million ($48 million net of direct costs) due to the increase in the market capitalization of our listed
partnerships as at February 13, 2019 versus December 31, 2018. We exclude any impact to current fee
revenues from increases in any units that are subject to a fee waiver and we assume the listed partnerships’ debt
levels are held constant at the December 31, 2018 balance. Listed investments increased by $1.9 billion due to
(i) increases in the per unit price of our listed partnerships in which we invest, excluding units in BPY/BPR which
remained constant at their IFRS value; and (ii) an increase of approximately $200 million in our trading portfolio
(reflects mark-to-market change) as a result of a general improvement in the market.

Target carried interest, net is target carried interest net of associated direct costs. Target carried interest represents
the carried interest we will earn, straight-lined over the life of the fund, assuming that we achieve the target fund
returns. This is calculated by multiplying carry eligible fund capital by the net target return of a fund and the fund's
carried interest percentage. Target carried interest on uncalled fund commitments is discounted for two years at 10%.
We assume that direct costs represent 30% of target carried interest.

2018 ANNUAL REPORT 16



Management’s Discussion and Analysis

ORGANIZATION OF THE MANAGEMENT’S DISCUSSION AND ANALYSIS (“MD&A”)
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”»

“Brookfield,” the “company,” “we,” “us” or “our” refers to Brookfield Asset Management Inc. and its consolidated subsidiaries.
The “Corporation” refers to our asset management business which is comprised of our asset management and corporate business
segments. Our “invested capital” includes our “listed partnerships,” Brookfield Property Partners L.P., Brookfield Renewable
Partners L.P, Brookfield Infrastructure Partners L.P. and Brookfield Business Partners L.P, which are separate public issuers
included within our Real Estate, Renewable Power, Infrastructure and Private Equity segments, respectively. Additional discussion
of their businesses and results can be found in their public filings. We use “private funds” to refer to our real estate funds,
infrastructure funds and private equity funds.

Please refer to the Glossary of Terms beginning on page 108 which defines our key performance measures that we use to measure
our business. Other businesses include Residential Development and Corporate.

Additional information about the company, including our Annual Information Form, is available on our website at
www.brookfield.com, on the Canadian Securities Administrators’ website at www.sedar.com and on the EDGAR section of the
U.S. Securities and Exchange Commission’s (“SEC”) website at www.sec.gov.

We are incorporated in Ontario, Canada, and qualify as an eligible Canadian issuer under the Multijurisdictional Disclosure
System and as a “foreign private issuer” as such term is defined in Rule 405 under the U.S. Securities Act of 1933, as amended,
and Rule 3b-4 under the U.S. Securities Exchange Act of 1934, as amended. As a result, we comply with U.S. continuous reporting
requirements by filing our Canadian disclosure documents with the SEC; our MD&A is filed under Form 40-F and we furnish
our quarterly interim reports under Form 6-K.

Information contained in or otherwise accessible through the websites mentioned does not form part of this report. All references in this
report to websites are inactive textual references and are not incorporated by reference.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS AND INFORMATION

This Report contains “forward-looking information” within the meaning of Canadian provincial securities laws and “forward-
looking statements” within the meaning of Section 27A of the U.S. Securities Act of 1933, as amended, Section 21E of the U.S.
Securities Exchange Act of 1934, as amended, “safe harbor” provisions of the United States Private Securities Litigation Reform
Act of 1995 and in any applicable Canadian securities regulations. Forward-looking statements include statements that are
predictive in nature, depend upon or refer to future events or conditions, include statements regarding the operations, business,
financial condition, expected financial results, performance, prospects, opportunities, priorities, targets, goals, ongoing objectives,
strategies and outlook of the Corporation and its subsidiaries, as well as the outlook for North American and international economies
for the current fiscal year and subsequent periods, and include words such as “expects,” “anticipates,” “plans,” “believes,”
“estimates,” “seeks,” “intends,” “targets,” “projects,” “forecasts” or negative versions thereof and other similar expressions, or
future or conditional verbs such as “may,” “will,” “should,” “would” and “could.”

EEINT3

99 EEINT3

Although we believe that our anticipated future results, performance or achievements expressed or implied by the forward-looking
statements and information are based upon reasonable assumptions and expectations, the reader should not place undue reliance
on forward-looking statements and information because they involve known and unknown risks, uncertainties and other factors,
many of which are beyond our control, which may cause the actual results, performance or achievements of the Corporation to
differ materially from anticipated future results, performance or achievement expressed or implied by such forward-looking
statements and information.

Factors that could cause actual results to differ materially from those contemplated or implied by forward-looking statements
include, but are not limited to: investment returns that are lower than target; the impact or unanticipated impact of general economic,
political and market factors in the countries in which we do business; the behavior of financial markets, including fluctuations in
interest and foreign exchange rates; global equity and capital markets and the availability of equity and debt financing and
refinancing within these markets; strategic actions including dispositions; the ability to complete and effectively integrate
acquisitions into existing operations and the ability to attain expected benefits; changes in accounting policies and methods used
to report financial condition (including uncertainties associated with critical accounting assumptions and estimates); the ability
to appropriately manage human capital; the effect of applying future accounting changes; business competition; operational and
reputational risks; technological change; changes in government regulation and legislation within the countries in which we operate;
governmental investigations; litigation; changes in tax laws; ability to collect amounts owed; catastrophic events, such as
earthquakes and hurricanes; the possible impact of international conflicts and other developments including terrorist acts and
cyberterrorism; and other risks and factors detailed from time to time in our documents filed with the securities regulators in
Canada and the United States.

We caution that the foregoing list of important factors that may affect future results is not exhaustive. When relying on our forward-
looking statements, investors and others should carefully consider the foregoing factors and other uncertainties and potential
events. Except as required by law, the Corporation undertakes no obligation to publicly update or revise any forward-looking
statements or information, whether written or oral, that may be as a result of new information, future events or otherwise.

STATEMENT REGARDING FORWARD-LOOKING STATEMENTS AND USE OF NON-IFRS MEASURES

This Report contains “forward-looking information” within the meaning of Canadian provincial securities laws and “forward-
looking statements” within the meaning of Section 27A of the U.S. Securities Act of 1933, as amended, Section 21E of the U.S.
Securities Exchange Act of 1934, as amended, “safe harbor” provisions of the United States Private Securities Litigation Reform
Act of 1995 and in any applicable Canadian securities regulations. We may provide such information and make such statements
inthe Report, in other filings with Canadian regulators or the U.S. Securities and Exchange Commission or in other communications.
See “Cautionary Statement Regarding Forward-Looking Statements and Information” above.

We disclose a number of financial measures in this Report that are calculated and presented using methodologies other than in
accordance with International Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board
(“IASB”). We utilize these measures in managing the business, including for performance measurement, capital allocation and
valuation purposes and believe that providing these performance measures on a supplemental basis to our IFRS results is helpful
to investors in assessing the overall performance of our businesses. These financial measures should not be considered as the sole
measure of our performance and should not be considered in isolation from, or as a substitute for, similar financial measures
calculated in accordance with IFRS. We caution readers that these non-IFRS financial measures or other financial metrics may
differ from the calculations disclosed by other businesses and, as a result, may not be comparable to similar measures presented
by other issuers and entities. Reconciliations of these non-IFRS financial measures to the most directly comparable financial
measures calculated and presented in accordance with IFRS, where applicable, are included within this Report. Please refer to our
Glossary of Terms beginning on page 108 for all non-IFRS measures.
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PART 1 - OUR BUSINESS AND STRATEGY
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OUR BUSINESS

We are a leading global alternative asset manager with a 120-year history and over $350 billion of assets under management across
a broad portfolio of Real Estate, Infrastructure, Renewable Power and Private Equity assets. Our $138 billion in fee bearing capital
is invested on behalf of some of the world’s largest institutional investors, sovereign wealth funds and pension plans, along with
thousands of individuals.

We provide a diverse product mix of flagship private funds and dedicated public vehicles, which allow investors to invest in our
four key asset classes and participate in the strong performance of the underlying portfolio. We invest in a disciplined manner,
targeting 12-15% returns with strong downside protection, allowing our investors and their stakeholders to meet their goals and
protect their financial futures.

v

Investment focus
We predominantly invest in real assets across Real Estate, Infrastructure, Renewable Power and Private Equity

Diverse products offering
We offer public and private vehicles to invest across a number of product lines, including core, value-add, opportunistic
and credit in both closed-end and long-life vehicles

Focused investment strategies

We invest where we can bring our competitive advantages to bear, such as our strong capabilities as an owner-operator,
our large-scale capital and our global reach

Disciplined financing approach
We employ leverage in a prudent manner to enhance returns while preserving capital throughout business cycles

In addition, we maintain significant invested capital on the Corporation’s balance sheet where we invest alongside our investors.
This capital generates annual cash flows that enhance the returns we earn as an asset manager, creates a strong alignment of interest,
and allows us to bring the following strengths to bear on all our investments.

L.

Large-scale capital
We have over $350 billion in assets under management and $138 billion in fee bearing capital

Operating expertise
We have more than 100,000 operating employees worldwide who maximize value and cash flows from our operations

Global presence
We operate in more than 30 countries around the world

Our financial returns are represented by the combination of the earnings of our asset manager as well as capital appreciation and
distributions from our invested capital. Our primary performance measure is funds from operations (“FFO”) which we use to
evaluate the performance of our segments.
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Asset Management

Our asset management activities encompass $138 billion of fee bearing capital across private funds, listed partnerships and
public securities.

Private Funds — $70 billion fee bearing capital

We manage and earn fees on 42 private funds across real estate, renewable power, infrastructure and private equity. Our fund
strategies include core, credit, value-add and opportunistic, and we offer both closed-end and long-life vehicles. We have nearly
600 unique institutional investors, who on average invest in 2.1 funds. On private fund capital we earn:

1. Diversified and long-term base management fees which are based on closed-end and long-life fund capital. Closed-
end fund capital is typically committed for 10 years with two one-year extension options, and our long-life funds are
perpetual vehicles that can continually raise new capital.

2. Carried interest, which enables us to receive a portion of overall fund profits provided that investors receive a minimum
prescribed preferred return. Carried interest is recognized once it is no longer subject to clawback.

Listed Partnerships — $54 billion fee bearing capital

We manage publicly listed perpetual-capital vehicles BPY, BEP, BIP, BBU, TERP and Acadian Timber Corp. (“Acadian”). On
listed partnership capital, we earn:

1. Long-term perpetual base management fees, which are based on our listed vehicles’ total capitalization.

2. Stable incentive distribution fees which are linked to cash distributions (BPY, BEP and BIP). These cash distributions
have exceeded pre-determined thresholds and have a historic annual growth rate of 5-9%.

3. Performance fees based on unit price performance (BBU).
Public Securities — $13 billion fee bearing capital

We manage public funds and separately managed accounts, focused on fixed income and equity securities within the real estate,
infrastructure and natural resources asset classes. We earn management fees, which are based on committed capital and fund net
asset value and performance income based on investment returns.

Invested Capital'

We have approximately $40 billion of invested capital on the Corporation’s balance sheet as a result of our history as an owner
and operator of real assets, which provides attractive financial returns and important flexibility to our asset management business.

Key attributes of our invested capital:

e Transparent — approximately 80% of our invested capital is listed partnerships (BPY, BEP, BIP, BBU) and other smaller
publicly traded investments. The remaining is primarily held in a residential homebuilding business, and a few other directly
held investments.

»  Diversified, long-term, stable cash flows —received from our underlying public investments. These cash flows are underpinned
by investments in real assets which should provide inflation protection and less volatility compared to traditional equities,
and higher yields compared to fixed income.

»  Strong alignment of interests — the Corporation is the largest investor into each of our listed partnerships, and in turn, the
listed partnerships are typically the largest investor in each of our private funds.

Refer to Parts 2 and 3 of this MD&A for more information on our operations and performance.

1. See definition in Glossary of Terms beginning on page 108.
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ORGANIZATIONAL STRUCTURE

We employ approximately 1,700 employees within our asset management business and a further 100,000 operating employees
within the assets we own through managed funds.

Brooklicld Assct
Management Inc.
(the “Corporation”)

ASSET MANAGER

Managed Listed Partnerships Private Funds Public Securities
Entities
« Brookfield Property Partners Flagship Core and Credit « Separately Managed Accounts
 Brookfield Renewable Partners * BSREP + Real Estate Finance * Mutual Funds
« Brookfield Infrastructure Partners « BIF « Infrastructure Debt * Closed-End Funds
« Brookfield Business Partners « BCP « Core Real Estate
Operating Real Estate Renewable Power Infrastructure Private Equity Public Securities
Asscls
« Office « Hydroelectric * Utilities * Business Services * Real Estate Equities
* Retail * Wind * Transport  Infrastructure Services * Infrastructure Equities
* Multifamily * Solar * Energy « Industrial Operations * Energy Infrastructure Equities
« Hospitality * Storage » Data Infrastructure « Real Asset Debt Securities

» Sustainable Resources

Our global presence spans over 30 countries and covers major economies around the world.

)’*’v a

" ¢ TORONTO
NEW YORK
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COMPETITIVE ADVANTAGES

We have three distinct competitive advantages that allow us to consistently identify and acquire high quality assets and create
significant value in the assets that we own and operate.

Large-Scale Capital
We have over $350 billion in assets under management.

We offer our investors a large portfolio of private funds which have global mandates and diversified strategies. Our access to
large-scale capital from our private funds and co-investors enables us to pursue transactions where there is less competition. In
addition, investing significant amounts of our own capital either through our listed partnerships or through the Corporation’s
balance sheet ensures alignment of interest with our investors and additional flexible capital to fund larger investments.

CO-INVESTORS

EISTED JOINT
PARTNERSHIPS </ VENTURE
i PARTNERS
PRIVATE
FUNDS T T BAM

Operating Expertise

We have more than 100,000 operating employees worldwide who are instrumental in maximizing the value and cash flows from
our operations.

We believe that real operating experience is essential in maximizing efficiency and productivity — and ultimately, returns. We do
this by maintaining a culture of long-term focus, alignment of interest and collaboration through the people we hire and our
operating philosophy. This in-house operating expertise developed through our heritage as an owner-operator is invaluable in
underwriting acquisitions and executing value-creating development and capital projects.

Global Presence
We operate in more than 30 countries around the world.

Our global reach allows us to diversify and identify a broad range of opportunities. We are able to invest where capital is scarce,
and our scale enables us to move quickly and pursue multiple opportunities across different markets. Our global reach also allows
us to operate our assets more effectively: we believe that a strong local presence is critical to operating successfully in many of
our markets, and many of our businesses are truly local. Furthermore, the combination of our strong local presence and global
reach allows us to bring global relationships and operating practices to bear across markets to enhance returns.
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OPERATING CYCLE

Raise Capital

As an asset manager, the starting point is forming new funds and other investment products to which investors are willing to
commit capital. This will, in turn, provide us with capital to invest and the opportunity to earn base management fees and
performance-based returns such as incentive distributions and carried interest. Accordingly, we create value by increasing the
amount of fee bearing capital and by achieving strong investment performance that leads to increased cash flows and asset values.

Identify and Acquire High-Quality Assets

We follow a value-based approach to investing and allocating capital. We believe our disciplined approach, global reach and
our expertise in recapitalizations and operational turnarounds enable us to identify a wide range of potential opportunities, some
of which are challenging for others to pursue, and allow us to invest at attractive valuations and generate superior risk-adjusted
returns. We also have considerable expertise in executing large development and capital projects, providing additional
opportunities to deploy capital.

Secure Long-Term Financing

We finance our operations primarily on a long-term, investment-grade basis, and most of our capital consists of equity and
standalone asset-by-asset financing with minimal recourse to other parts of the organization. We utilize relatively modest levels
of corporate debt to provide operational flexibility and optimize returns. This provides us with considerable stability, improves
our ability to withstand financial downturns and enables our management teams to focus on operations and other
growth initiatives.

Enhance Value and Cash Flows Through Operating Expertise

Our operating capabilities enable us to increase the value of the assets within our businesses and the cash flows they produce,
and they protect capital better in adverse conditions. Our operating expertise, development capabilities and effective financing
can help ensure that an investment’s full value creation potential is realized by optimizing operations and development projects.
We believe this is one of our most important competitive advantages as an asset manager.

Realize Capital from Asset Sale or Refinancings

We actively monitor opportunities to sell or refinance assets to generate proceeds that we return to investors in the case of limited
life funds and redeploy to enhance returns in the case of perpetual entities. In many cases, returning capital from private funds
completes the investment process locking in investor returns and giving rise to performance income.

Our Operating Cycle Leads to Value Creation >

We create value from earning robust returns on our investments
that compound over time and grow our fee bearing capital. By
generating value for our investors and shareholders, we increase REALIZE CAPITAL
fees and carried interest received in our asset management il b
business and grow cash flows that compound value in our

invested capital.

RAISE
CAPITAL

ENHANCE VALUE
AND CASH FLOWS IDENTIFY AND

ACQUIRE
THROUGH OPERATING
EXPERTISE HIGH-QUALITY

ASSETS

SECURE
LONG-TERM
FINANCING
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LIQUIDITY AND CAPITAL RESOURCES
We manage our liquidity and capitalization on a group-wide basis, however it is organized into three principal tiers:
i)  The Corporation:

»  Strong levels of liquidity are maintained to support growth and ongoing operations.

*  Capitalization consists of alarge common equity base, supplemented with perpetual preferred shares, long-dated corporate
bonds and, from time to time, draws on our corporate credit facilities.

*  Negligible guarantees are provided on the financial obligations of listed partnerships and managed funds.
»  High levels of cash flows are available after common share dividends.
il) Our listed partnerships (BPY, BEP, BIP and BBU):
»  Strong levels of liquidity are maintained at each of the listed partnerships to support their growth and ongoing operations.
»  Listed partnerships are intended to be self-funding with stable capitalization through market cycles.
*  Financial obligations have no recourse to the Corporation.
iii) Managed funds, or operating asset level in directly held investments:
*  Each underlying investment is typically funded on a standalone basis.

*  Fund level borrowings are generally limited to subscription facilities which are backed by the capital commitments to
the fund.

*  Financial obligations have no recourse to the Corporation.

Unlike many other alternative asset managers, much of the debt issued within our managed entities is included in our consolidated
balance sheet not withstanding that virtually none of this debt has any recourse to the Corporation. This is due in large part to the
larger amount of capital that we invest in our funds relative to other managers, which causes us to consolidate these entities in our
Consolidated Balance Sheets.

Approach to Capitalization

Our overall approach is to maintain appropriate levels of liquidity throughout the organization to fund operating, development
and investment activities as well as unforeseen requirements. The following are key elements of our capital strategy:

*  Maintain significant liquidity at the corporate level, primarily in the form of cash, financial assets and undrawn credit lines.
Ensure our listed partnerships can finance their operations on a standalone basis without recourse to or reliance on
the Corporation.

»  Structure our borrowings and other financial obligations to provide a stable capitalization at levels that are attractive to
investors, are sustainable on a long-term basis and can withstand business cycles.

»  The vast majority of this debt is at investment-grade levels, however, periodically, we may borrow at sub-investment grade
levels in certain parts of our business where the borrowings are carefully structured and monitored.

*  Providerecourse only to the specific businesses or assets being financed, without cross-collateralization or parental guarantees.

*  Match the duration of our debt to the underlying leases or contracts and match the currency of our debt to that of the assets
such that our remaining exposure is on the net equity of the investment.

We maintain a prudent level of capitalization at the Corporation with 77% of our capitalization in the form of common and preferred
equity. Consistent with our conservative approach, our corporate borrowings represent only 17% of our corporate capitalization
and equate to just 5% of our consolidated debt. The remaining 95% of consolidated debt obligations have no recourse to the
Corporation, are held within managed entities and have virtually no cross-collateralization or parental guarantees.

Our corporate capitalization is now more than $38 billion and our debt to capitalization level remains below 20%.
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f\MSIﬁ 1%%%)3] 2018 % of Total

Corporate DOFTOWINGS...........ccccoiiiiiiiiiiieiiee ettt ettt ettt eae e $ 6,409 17%
Accounts payable and other LHabilities ...........c.oeeiviniiiiiniiiiiccieeeceee e 2,496 6%
PIEfRITEd SQUILY .....veiieieiiirictce ettt ettt sttt sttt ne 4,168 11%
Common equity - DOOK VAIUE .........cccoviiiiiiiiiiiiiiic s 25,647 66 %

Corporate capitalization $ 38,720 100%
Liquidity
The Corporation has very few capital requirements. Nevertheless, we maintain significant liquidity ($4 billion in the form of cash

and financial assets and undrawn credit facilities as at December 31, 2018) at the corporate level to bridge larger fund transactions,
seed new fund products or participate in equity issuances by our listed partnerships.

On a group basis, we have over $34 billion of liquidity, which includes corporate liquidity, listed partnership liquidity and uncalled
private fund commitments. Uncalled private fund commitments are third party commitments available for drawdown in our
private funds.

(A}&Iﬁ DEC )3 1,2018 CL?&%?Q?@ Liqiggﬁg
Cash and fiNanCIal @SSELS, NEL........cc.eevuieiiieiiieiicieeiectese ettt et e et e e e steeste e beebeesseesseessesssessaasssesseessaanns $ 2,275 $ 3,752
Undrawn committed credit faCilities. .......c.ovuiriririeiiirieiricieee et 1,867 7,061
COTE HHQUIAIEY +..veoovee e s e s s 4,142 10,813
Third-party uncalled private fund COMMIMENTS .........ccccerieuiriiiiirieieceeeee et — 23,575
TOtal HQUIARLY" ............oovoooeooeeeeee oo $ 4,142 $ 34388

1. See definition in Glossary of Terms beginning on page 108.

Cash Flow Generation

We generate significant, recurring cash flows at the corporate level, which may be used for (i) reinvestment into the business; or
(ii) returning cash to shareholders. These cash flows are underpinned by:

»  Feerelated earnings that are supported by long-term and perpetual contractual agreements.
» Distributions from listed investments that are stable and backed by high-quality operating assets.

In 2018, cash available for distribution and/or reinvestment was $2.4 billion, and over the past five years has grown at a 19%
compound annual growth rate:

{ﬁﬁ{[lgzNEI;AR ENDED DEC. 31 2018 2017
Fee 1elated CaITIIIES . ..c.e.evtiuiriiieiirteietet ettt sttt st et b et b et b et et b e e b ettt a e ebene $ 1,129 § 896
Realized carried interest 188 74
Distributions from INVESMENTS.........c..civieiriirieiirieiiteieie ettt sttt ettt ettt se st saeseenens 1,698 1,351
Other invested capital earnings
COTPOTALE ACTIVILIES ...vevieereereinitereieirtetet ettt sttt sttt b et sa bt sa ket b bt e s bes s s a bt st eneneaeseaenen (486) (300)
Other Wholly-0Wned INVESTMENTS ........c..ceruiiiuiieiirieietiteerte ettt ettt ettt st 41 23
(445) 277)
Preferred share divIidends...........c.civveieuiininieucirec ettt (151) (145)
Total cash available for distribution and/or reinvestment' $ 2419 $ 1,899

1. See definition in Glossary of Terms beginning on page 108.
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RISK MANAGEMENT

FOCUS ON RISK CULTURE SHARED EXECUTION OVERSIGHT & COORDINATION
Maintain an effective risk culture Business and functional groups are Consistent approach and practices
that aligns our business strategy primarily responsible for identifying across business and functional
and activities with our risk appetite and managing risks within their groups, with coordinated
business management of common risks
Our Approach

Managing risk is an integral part of our business. We have a well-established and disciplined risk management approach that is
based on clear operating methods and a strong risk culture. Brookfield’s risk management program emphasizes the proactive
management of risks, ensuring that we have the necessary capacity and resilience to respond to changing environments by evaluating
both current and emerging risks. We have implemented a risk management framework and methodology that is designed to enable
comprehensive and consistent management of risk across the organization.

We use a thorough and integrated risk assessment process to identify and evaluate risk areas across the business such as human
capital, climate change, foreign exchange and other strategic, financial, regulatory and operational risks. Management and
mitigation approaches and practices are tailored to the specific risk areas and executed by business and functional groups for their
businesses, with appropriate coordination and oversight through monitoring and reporting processes.

RISK MANAGEMENT METHODOLOGY

CULTURE ¥ Y COMMUNICATIONS

IDENTIFY
RISKS

MONITOR & ASSESS &
REPORT EVALUATE

MANAGE &
MITIGATE

PROCESS CONTINUOUS
INTEGRATION IMPROVEMENT
)
~
Key Risk Categories
STRATEGIC REPUTATIONAL FINANCIAL REGULATORY OPERATIONAL
COMPLIANCE
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Focus on Risk Culture

A strong risk culture is the cornerstone of our risk management program: one that promotes conservative risk-taking, addresses
current and emerging risks and ensures employees conduct business with a long-term perspective and in a sustainable and ethical
manner. This culture is reinforced by the strong commitment and leadership from our senior executives, as well as the policies
and practices we have implemented.

Our compensation program reflects this focus on long-term decision making to generate sustainable growth and risk adjusted
returns by emphasizing equity compensation which has long-term vesting and retention requirements as well as reimbursement
provisions in the event of restatements or detrimental conduct. Approximately 85% of total compensation for named executive
officers is in the form of long-term incentive awards. This approach ensures consideration of the risks associated with decisions,
minimizes the possibility that executives are rewarded in the short-term for actions which are detrimental in the long term, and
reinforces the alignment of the interests of management with the long-term interests of fund investors and shareholders.

Shared Execution

Given the diversified and decentralized nature of our operations, we seek to ensure that risk is managed as close to its source as
possible and by the management teams that have the most knowledge and expertise in the specific business or risk area. As such,
business specific risks overall such as safety, environment and other operational risks are generally managed at the operating
business group level, as the risks vary based on the nature of each business. At the same time, we monitor many of these risks
organization-wide to ensure adequacy of risk management, adherence to applicable Brookfield policies, and sharing of best
practices.

For risks that are more pervasive and correlated in their impact across the organization, such as liquidity, foreign exchange and
interest rate or where we can bring specialized knowledge, we utilize a centralized approach amongst our corporate and our
operating business groups. Management of strategic, reputational and regulatory compliance risks is similarly coordinated to
ensure consistent focus and implementation across the organization.

Oversight & Coordination

We have implemented strong governance practices to monitor and oversee our risk management practices. Management committees
have been formed to bring together required expertise to manage key risk areas, ensuring appropriate application and coordination
of approaches and practices across our business and functional groups:

* Risk Management Steering Committee to coordinate the risk management program on an enterprise-wide basis;

* Investment Committees to oversee the investment process, as well as monitor the ongoing performance of investments;
*  Conflicts Committee to resolve potential conflict situations in the investment process and other corporate transactions;
*  Financial Risk Oversight Committee to review and monitor financial exposures;

*  Environmental, Social and Governance (“ESG”) Committee to coordinate ESG initiatives;

»  Safety Steering Committee to focus on health, safety and security matters; and

* Disclosure Committee to oversee the public disclosure of material information.

Brookfield’s Board of Directors oversees risk management with a focus on more significant risks and leverages management’s
monitoring processes. The Board has delegated responsibility for oversight of specific risks to the following board committees:

* Risk Management Committee oversees the management of Brookfield’s significant financial and non-financial risk
exposures, including review of risk assessment and risk management practices and confirming that the company has an
appropriate risk-taking philosophy and suitable risk capacity.

*  Audit Committee oversees the management of risks related to Brookfield’s systems and procedures for financial reporting,
as well as for associated audit processes (internal and external).

*  Management Resources and Compensation Committee oversees the risks related to Brookfield’s management resource
planning, including succession planning, executive compensation and senior executives’ performance.

*  Governance and Nominating Committee oversees the risks related to Brookfield’s governance structure, including the
effectiveness of board and committee activities and potential conflicts of interest.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE MANAGEMENT

OUR BUSINESS

We believe that acting responsibly toward our stakeholders is fundamental to operating a productive, profitable and sustainable
business. This is consistent with our philosophy of conducting business with a long-term perspective in a sustainable and ethical
manner. Our bottom line is that having robust ESG principles and practices is good business for a wide variety of reasons.
Accordingly, we have embedded ESG principles and practices into both our asset management activities and underlying
business operations.

We incorporate ESG factors into our investment decisions, starting with the due diligence of a potential investment through to the
exit process. During the initial due diligence phase, we utilize our operating expertise to identify material ESG opportunities or
risks relevant to the potential investment and then perform a deeper due diligence if required, where we utilize internal experts
and, as needed, third-party consultants. All investments made by Brookfield must be approved by our investment committees
based on a set of predetermined criteria that evaluate potential risks, mitigants and opportunities. ESG matters are part of this
evaluation, including anti-bribery and corruption, health and safety, environmental and social considerations.

As part of each acquisition, the investment teams create a tailored integration plan that, among other things, includes material
ESG-related matters for review or execution. ESG risks and opportunities are actively managed by the portfolio companies with
oversight from the investment team responsible for the investment. This recognizes the importance of local expertise, which
provides valuable insight given the wide range of asset types and locations in which we invest, coupled with the broad Brookfield
investment expertise. We believe there is a strong correlation between actively managing these considerations effectively and
enhancing investment returns.

With respect to environmental considerations, we believe that our operating businesses are well positioned as the world transitions
toward lower carbon and more sustainable economies. Our renewable power business is one of the largest pure-play global owners
and operators of hydroelectric, wind and solar generation facilities and is committed to supporting the global transition toward a
low-carbon economy; we also benefit by having negligible fossil fuel inputs and enhanced revenues. Further, we are one of the
world’s largest owners of real estate; our office and retail portfolios are heavily weighted towards properties that meet high
environmental sustainability standards consistent with the expectations of our tenants, which enhances rental revenues and lowers
operating costs. Our infrastructure and private equity businesses include a wide variety of businesses, many of which are well
positioned to have a positive environmental impact and benefit from our focus on operational efficiency, including energy efficiency.

Regarding the management of social considerations, we would not be able to operate our businesses without our 100,000 operating
employees and 1,700 employees within our asset management operations. Therefore, we are constantly focused on human capital
development. We believe that diversity adds significant benefits to a workplace and so we are continuing to introduce measures
to increase diversity. Diversity is about having a workplace that reflects a variety of perspectives, but a diverse work environment
is not enough. We also are focused on maintaining an inclusive environment—meaning one in which all are encouraged to
contribute, enabling the organization as a whole to benefit from different perspectives in order to achieve better business outcomes.

We also recognize that we must be positive contributors to the communities in which we operate and not just an employer. We
encourage and support numerous community and philanthropic initiatives across Brookfield, and we believe that these programs
have a positive impact not just on the communities but on our many employees that participate.

Finally, we understand that good governance is critical to sustainable business operations. We have developed a comprehensive
governance framework across Brookfield. This is greatly assisted by operating through public companies, including Brookfield
Asset Management and our listed partnerships, as well as within the regulatory requirements of a global asset manager. Governance
extends to all facets of our activities, including those related to ESG matters. We maintain a committee of senior executives
representing each of our major business operations to coordinate ESG initiatives across our business groups, share best practices
and encourage a firm-wide effort to constantly improve our activities in these regards. While our board of directors has always
had oversight over ESG matters, in 2018, our board formally embedded ESG management into the various board and committee
mandates to acknowledge these areas as priorities, as noted on the following page.
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OUR BUSINESS

2018 Highlights

In 2018, we embedded ESG management into the charter for the Corporation’s Board of Directors, as well as its Governance and
Nominating Committee, which allows for more formal director engagement with respect to our ESG initiatives. This ensures that
sustainability is a priority and is explicitly addressed in our long-term business strategy and risk management.

We are taking specific actions to better measure our greenhouse gas (“GHG”) emissions. Our renewable power business now
measures its scope 1 and 2 GHG emissions globally. In 2018, which represents the base-year calculation, BEP’s global gross
carbon intensity was measured to be one of the lowest among comparable power companies. Our North American core office
business, U.S. retail and our London office businesses also measure their GHG emissions and report their results annually to the
Global Real Estate Sustainability Benchmark, or GRESB, a leading sustainability assessment tool. In 2018, all three businesses
maintained their GRESB Green Star rating.

Another environmental focus area is the recycling and reduction of waste across our operating businesses. Many of our real estate,
infrastructure and private equity businesses have either launched innovative programs in this area or continued to improve their
waste reduction measures. These initiatives span groundbreaking programs, such as the removal of plastic waste from the ocean
at our UK. ports business and the commitment by our London office business to becoming the world’s first plastic-free commercial
center, to ongoing waste reduction and recycling initiatives.

We are becoming more active in sustainable finance initiatives. In 2018, our renewable power business issued C$300 million in
corporate green bonds and developed the Brookfield Renewable Green Bond Framework, which defines the investments that are
eligible for green bond issuance and how performance will be measured. Sustainalytics, a leading global provider of ESG ratings,
confirmed its view that the framework aligns to its 2018 Green Bond Principles. The growing green bond market allows debt
investors to participate in the financing of sustainable products, and we plan to offer additional green bond issuances.

We continue to implement measures to improve diversity within our employee base. We have now formalized our requirement
that candidate pools be sufficiently diverse as part our recruiting process. Further, we have broadened the number of activities
that promote and support success for our female employees. The following provides an indication of our progress at the
asset management level.

At the Corporation, women comprise:

>40% 7 of our overall workforce
40% 7 of our independent board directors

20% 7 of our senior vice-presidents and above (up from 11% three years ago)

Recently, we released a Positive Work Environment Policy, which consolidates our previous regional harassment policies into
one global policy and sets a consistent and high standard across all our jurisdictions by explicitly expressing our commitment to
maintaining a workplace free from discrimination, violence and harassment. Each employee is required to report any actions or
incidents that they witness or experience that are in violation of this policy.

In recent years, data privacy and cybersecurity have become key ESG priorities for global companies. At Brookfield, we have
continued to focus on strengthening our processes in this area through a number of measures. For example, we have established
an information security steering committee, which ensures that our cybersecurity efforts are aligned across the organization. In
addition, our cybersecurity program consists of key internal and external initiatives ranging from regular scanning of our data
systems for vulnerabilities to improving our employees’ cybersecurity awareness through mandatory firm-wide training.
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PART 2 - REVIEW OF CONSOLIDATED FINANCIAL RESULTS

The following section contains a discussion and analysis of line items presented within our consolidated financial statements. The
financial data in this section has been prepared in accordance with IFRS. Starting on page 42 we provide an overview of our fair
value accounting across our business and why we believe it provides useful information for investors about our performance. We
also provide an overview of our application of the control-based model under IFRS used to determine whether or not an investment
should be consolidated.

OVERVIEW

Net income increased to $7.5 billion in 2018, with $3.6 billion attributable to common shareholders ($3.40 per share) and
$3.9 billion attributable to non-controlling interests.

During 2018, we acquired a number of businesses across each of our operating segments that contributed to our results, the most
significant of which was through the privatization of GGP Inc. (“GGP”) in the third quarter within our real estate segment. BPY
previously held a 34% interest in this entity and started to consolidate the results effective August 28, 2018 through Brookfield
Property REIT Inc. (“BPR”), a real estate trust created to consolidate GGP’s operations. As BPY issued equity to pay a portion
of the consideration, our ownership interest in BPY decreased to 54%, as compared to 69% at the beginning of the year. Refer to
pages 33 and 34 for more information about significant acquisitions and dispositions.

Our balance sheet was also impacted by acquisition and divestment activity as we acquired $78.6 billion of assets through business
combinations during the year. In addition to the privatization of GGP which increased our asset base by $22.1 billion, the acquisitions
of a diversified U.S. REIT, a portfolio of European wind and solar assets, a service provider to the power generation industry, a
service provider to the offshore oil production industry and a North American residential energy infrastructure business had the
most significant impact on our asset base. We also sold businesses throughout the year, most notably our Chilean electricity
transmission business, various assets in our real estate LP investments portfolio, including our U.S. logistics portfolio and a
portfolio of self-storage assets, an office property in Toronto and our Australian energy operations.

In addition to the impact of recent acquisitions, the $2.9 billion increase in consolidated net income and the $2.1 billion increase
in net income attributable to common shareholders are primarily attributable to:

1 .
*  same-store’ growth across many of our businesses;

»  fair value gains of $1.8 billion relating primarily to investment property valuation gains and various transaction-related gains,
including the impact of completing step-up acquisitions in our real estate and private equity businesses; and

+  deferred tax recoveries, relating primarily to the projected utilization of previously unrecognized loss carryforwards; partially
offset by

» the absence of income from assets sold, higher taxes and increases in interest expense on new borrowings.

1. See definition in Glossary of Terms beginning on page 108.
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INCOME STATEMENT ANALYSIS

The following table summarizes the financial results of the company for 2018, 2017 and 2016:

Change
(MILLIONS. EXCEPT PER SHARE AMOUNTS) 2018 2017 2016 2018vs2017 2017 vs 2016
Revenues' $ 56,771 $ 40,786 $ 24,411 $ 15,985 $ 16,375
DIIECE COSLS...vvemivererirrieieiireerereetneseeresene et seereveaenes (45,519) (32,388) (17,718) (13,131) (14,670)
11,252 8,398 6,693 2,854 1,705
Other income and gains .........ccoccevevererierereeeereennens 1,166 1,180 482 (14) 698
Equity accounted inCOME.......c.cccovvveueirrvuererererereennns 1,088 1,213 1,293 (125) (80)
Expenses
Interest (4,854) (3,608) (3,233) (1,246) (375)
COTPOTAte COSES .vvvnriniriienirieeierertieieeseeeaeseseaeaene (104) 95) 92) Q) 3)
Fair value changes............cocccveveineinineiniccncnencns 1,794 421 (130) 1,373 551
Depreciation and amortization...........c.cceecevecerennenene (3,102) (2,345) (2,020) (757) (325)
INCOME TAXES ... 248 (613) 345 861 (958)
Netincome .............ccoevieiiiieeieiieeeeeee e 7,488 4,551 3,338 2,937 1,213
Non-controlling interests ..........c.ceeveereereneenennnes (3,904) (3,089) (1,687) 815) (1,402)
Net income attributable to shareholders................ $ 3,584 $ 1,462 $ 1,651 $ 2,122 $ (189)
Net income per share ..................cocooeevveviieciineennnnne. $ 340 $ 134 $ 1.55 $ 206 $ (0.21)

1. 2017 and 2016 revenues have not been restated as we adopted IFRS 15 using the modified retrospective method as at January 1, 2018.

2018 vs. 2017
Revenues for the year were $56.8 billion, an increase of $16.0 billion compared to 2017 primarily due to:

*  $16.3 billion of additional revenues earned from acquisitions during the current and prior year across each of our listed
partnerships', most notably the purchase of our road fuel distribution business in the second quarter of last year, which added
$8.8 billion of incremental revenues. Included in this business’ revenues and direct costs are significant flow-through duty
amounts that are passed through to the customers and recorded gross in both accounts, without impact to margin generated
by the business;

* initiatives in our existing infrastructure businesses, in particular from strong connections activity at our regulated distribution
business and higher tariffs and strong volumes across a number of our transport operations; and

*  same-store increases, including improved performance at our graphite electrode manufacturing business and growth in our
real estate business from strong core office same-property leasing growth of 5.9%; partially offset by

«  the absence of $390 million of revenues from businesses sold and the deconsolidation of Norbord Inc. (“Norbord”)" in the
fourth quarter of 2017, which contributed $1.7 billion of revenues in 2017.

A discussion of the impact on revenues and net income from recent acquisitions and dispositions can be found on pages 33 and 34.

Changes in direct costs correspond with the growth of revenue. Our direct costs increased by $13.1 billion in 2018 due to recent
acquisitions, as discussed above, as well as higher costs to support same-store growth within existing operations. These increases
were partially offset by the absence of direct costs from assets sold and the impact of the Norbord deconsolidation.

Other income and gains of $1.2 billion relate primarily to portfolio premiums as we sold a number of assets for more than their
IFRS carrying values. The most significant gains reported during the year were the sale of our Chilean electricity transmission
business in the first quarter, the sale of a portfolio of self-storage properties in the third quarter, the sale of our U.S. logistics
portfolio in the fourth quarter and the sale of our Australian energy operations in the fourth quarter.

1. See definition in Glossary of Terms beginning on page 108.
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Equity accounted income decreased by $125 million to $1.1 billion primarily due to:

« valuation losses at various equity accounted investments, particularly certain GGP investment properties prior to its
privatization;

*  higher depreciation costs of $190 million relating to recent acquisitions; and
»  the consolidation of previously equity accounted entities as a result of increases in our ownership interest; partially offset by

e an increase in FFO from equity accounted investments of $303 million due to contributions from recent investments,
particularly our investment in our entertainment operations and the impact of FFO generated by Norbord which was
consolidated up until the fourth quarter of 2017.

Interest expense increased by $1.2 billion largely due to additional borrowings associated with acquisitions across our portfolio,
debts assumed from acquired businesses and $1.6 billion of corporate recourse debt issued since the third quarter of 2017 on which
we have incurred interest expense. We also issued additional debt in certain listed partnerships, increasing total interest expense.

We recorded fair value gains of $1.8 billion, compared to $421 million in 2017, primarily as a result of:

»  the impact of step-up acquisitions of GGP in our Real Estate segment and a service provider to the offshore oil production
industry in our Private Equity segment, partially offset by successful deal costs;

+  valuation gains on properties in our core office and LP investments' portfolios;
»  gains recorded on the extinguishment of a debt obligation associated with a hospitality property; and

»  gains related to the acquisitions and restructuring of businesses within our U.S. operations that resulted in the recognition of
deferred tax assets; partially offset by

* net unrealized losses on financial contracts entered into to manage foreign currency, interest rates and pricing exposures.

Depreciation and amortization expense increased by $757 million to $3.1 billion due primarily to businesses acquired in the last
twelve months as well as the impact of revaluation gains in the fourth quarter of 2017, which increased the carrying value of our
PP&E from which depreciation is determined.

We recorded an income tax recovery of $248 million in 2018 compared to an expense of $613 million last year. This was primarily
due to a deferred tax recovery on the recognition of previously unrecognized loss carryforwards that will offset future projected
taxable income.

2017 vs. 2016

Revenues in 2017 increased by $16.4 billion compared to 2016 primarily due to the acquisition of new businesses and assets
across all of our listed partnerships, most notably our road fuel distribution business. Same-store growth from existing operations,
including in our infrastructure transport businesses and private equity construction services business, also contributed to the
increase. These were partially offset by the absence of revenues from merchant development sales realized in 2016 and fewer
deliveries in our Brazilian residential business.

Direct costs increased by $14.7 billion in 2017 due to recent acquisitions and higher than planned construction services costs,
partially offset by a reduction in expenses from businesses sold and the benefits of operational improvements.

Other income and gains of $1.2 billion in 2017 include gains from the sale of our bath and shower business, the partial sale of
Norbord and the sale of a European logistics portfolio. The 2016 results include realized gains from the sales of a German hotel
portfolio, a hospitality trademark and a toehold position in our Australian port business.

Equity accounted income decreased by $80 million to $1.2 billion as valuation losses at GGP and the absence of a one-time gain
in our infrastructure business related to the privatization of our Brazilian toll road investment were partially offset by lower mark-
to-market losses on interest rate swap contracts in our U.K. office portfolio.

Interest expense increased by $375 million as a result of additional borrowings associated with acquisitions across our portfolio
and the addition of debt within newly acquired businesses, particularly in our renewable power, infrastructure and private
equity operations.

1. Formerly referred to as Opportunistic.
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We recorded fair value gains of $421 million, which compared to a loss of $130 million in 2016, primarily as a result of:
* increases in the values of our LP investments real estate portfolios;
* again recorded when we deconsolidated our investment in Norbord; and

» the absence of a one-time impairment loss in 2016 on the conversion of a debt instrument to equity in our Private Equity
segment; partially offset by

»  valuation losses in our core office portfolio, mark-to-market losses on our GGP warrants prior to exercise and mark-to-market
losses on foreign exchange derivatives that do not qualify for hedge accounting.

Depreciation and amortization expense increased by $325 million to $2.3 billion due primarily to the impact of recent acquisitions.

Income tax expense was $613 million, compared to a $345 million recovery in 2016. The prior year included a one-time income
tax recovery of approximately $900 million as a result of a change in tax rates arising from the reorganization of certain of our
U.S. real estate operations. Excluding the impact of this recovery, income tax expenses were consistent year over year as increased
expenses associated with acquisitions were offset by $157 million of recoveries associated with U.S. tax reform.

Significant Acquisitions and Dispositions

We have summarized below the impact of recent significant acquisitions and dispositions on our results for 2018:

Acquisitions Dispositions

FQRI%ET\J?)EAR ENDED DEC. 31, 2018 Revenue Net Income Revenue Net Income
Real estate .. $ 1,430 $ 516 $ (336) $ (118)
ReNEWable POWET ........cooviiieiieiiciiiciecieeeteee e 1,117 165 (15) (13)
INFTASIIUCTULE ...ttt 1,157 211 — )
Private equity and Other..............ccoevevveeieiceiiieeceeeeeeeeeee e 12,642 62 39) (15)
16,346 954 (390) (155)
Gains recognized in NEt INCOME ..........c.ccvevuerierierresieeriereereeeeeeseaennas — 833 — 592
$ 16,346 $ 1,787 $ (390) $ 437

Acquisitions

Real Estate

Recent acquisitions contributed an incremental $1.4 billion of revenues and $516 million of net income, respectively, in 2018.
The most significant contributor was our core retail portfolio as we have been consolidating our results in BPR since
August 28, 2018. Previously, we reported our 34% proportionate share of GGP’s results as equity accounted income. We have
recognized $588 million of revenues since we began to consolidate this entity. We are also reporting our increased share of GGP’s
net income, an incremental $237 million this year relative to the net income we would have reported if GGP were still equity
accounted, to reflect our increased ownership. The net impact of the gains relating to the privatization is reported through the
“Gains recognized in net income” line.

Other recent acquisitions that have had a significant impact on current period revenues and net income include our extended-stay
property portfolios, an office property in Houston, a hospitality asset in Toronto and our office parks in India.

Renewable Power

Within our Renewable Power segment, the recent acquisitions of TERP and TerraForm Global, portfolios of wind and solar assets
acquired in the fourth quarter of 2017, as well as a portfolio of European wind and solar assets acquired by TERP in the second
quarter of 2018, contributed an additional $1.1 billion of revenues and net income of $165 million this year.

Infrastructure

Within our infrastructure operations, revenues increased by $1.2 billion and net income increased by $211 million due to recent
acquisitions. Our Brazilian regulated gas transmission business acquired partway through 2017 contributed an additional
$305 million in revenues and $154 million in net income this year. We were also impacted by contributions from our recently
acquired Colombian natural gas distribution business and certain businesses acquired in the fourth quarter, most notably a North
American provider of residential energy infrastructure services.
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Private Equity

Recent acquisitions within our Private Equity segment contributed an additional $12.6 billion of revenues in 2018. Our road fuel
distribution business, acquired partway through 2017, contributed an additional $8.8 billion of revenues in 2018. Other recent
acquisitions that had a significant impact on revenues include Westinghouse Electric Company (“Westinghouse™) which is our
service provider to the power generation industry, a returnable plastic container business and our fuel marketing business. Revenues
also benefited from the consolidation of our service provider to the offshore oil production industry in the third quarter of this
year, previously an equity accounted investment. Gains that relate directly to the initial impact of consolidating this business are
reported through the “Gains recognized in net income” line.

Gains Recognized in Net Income

A significant portion of the $833 million in gains related to the impact of the step-up acquisitions of GGP and our service provider
to the offshore oil production industry. Additional gains include those arising from the recognition of a deferred tax asset upon
acquiring control of an investment that was not reflected in the carrying amount of the investment prior to the business combination.
These gains were partially offset by transaction costs incurred relating to acquisitions completed during the year.

Further details relating to the significant acquisitions described above are provided in Note 5 of the consolidated financial statements.
Dispositions

Recent asset sales across our listed partnerships resulted in the absence of revenues and net income of $390 million and $155 million,
respectively. The assets sold that most significantly impacted our results were our European logistics business, several office
properties and a portfolio of self-storage assets in our Real Estate segment.

The gains recognized in net income relate primarily to portfolio premiums on various assets sold, most notably our U.S. logistics
operations, a portfolio of self-storage assets, our Chilean electricity transmission business and our Australian energy operations.

Fair Value Changes

The following table disaggregates fair value changes into major components to facilitate analysis:

{ﬁﬁ{i—({)}ij\gl)iARS ENDED DEC. 31 2018 2017 Change
INVESTMENT PIOPEITICS ....eveuvniriateteitenietetei sttt ettt ettt sttt ettt sttt s s st ebe et et et b saenes $ 1,610 $ 1,021 § 589
Transaction related gains, net of deal COSES.......c.eivirereirneeirneciec e 1,132 637 495
FINancial CONMLIACES .......ceeuirieuirieiiinicietee ettt ettt ettt ettt sae e (189) (868) 679
Impairments and PrOVISIONS ........ccoeiririeirierieiinieiirtere ettt sttt ettt be e (309) (344) 35
Other fair value ChanZes ..........cccoveueuirinieiiinnieicinec ettt (450) (25) (425)

Total fair value changes .... $ 1,794 § 421 $ 1,373

Investment Properties

Investment properties are recorded at fair value with changes recorded in net income. The following table disaggregates investment
property fair value changes by asset type:

(MILLIONS) PP PEE A 2018 2017 Change
COTE OFFICE. .ttt $ 150 $ 864) $ 1,014
LP Investments and Other..........c.cooiviiiiiiiniiiiiicctne ettt 1,460 1,885 (425)

$ 1,610 $ 1,021 § 589

We discuss the key valuation inputs of our investment properties on page 85.
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Core Office

Valuation gains totaled $150 million. The gains relate primarily to:

*  strong leasing activity in our Sydney and Toronto portfolios; and

e anincrease in value in a London development property as the asset nears completion; partially offset by
e fair value adjustments in our downtown New York properties.

Valuation losses of $864 million in the prior year were primarily attributable to a change of valuation metrics and a slowdown in
leasing activity in our properties in downtown New York, partially offset by gains in certain properties from rate compression and
strong leasing activity.

LP Investments and Other
Valuation gains of $1.5 billion relate primarily to:

*  our U.S. logistics portfolio, for which we reduced discount rates as development properties approached stabilization, increased
cash flow assumptions due to strong overall leasing and updated values to reflect recent market transactions and purchase
offers; and

*  higher cash flow projections for our office portfolio in India to reflect the impact of regulatory changes that allow for an
increase in leasable area; partially offset by

+  valuation losses on our opportunistic retail portfolio.

In the prior year, valuation gains of $1.9 billion were primarily related to valuation gains on our European logistics operations,
increases in the values of our Indian office properties and mixed-use property in South Korea due to improved leasing activity
and market rents and occupancy increases in our U.K. student housing portfolio.

Transaction Related Gains, Net of Deal Costs
Transaction related gains of $1.1 billion relate primarily to:

»  gains of $584 million arising from the acquisitions and restructuring of businesses within our U.S. operations that resulted
in the recognition of tax assets;

*  the privatization of GGP, resulting in a net transaction related gain of $422 million. The net gain on acquisition was partially
offset by fair value adjustments to adjust the carrying value of our investment in GGP to its fair value immediately prior to
acquiring control;

* a$411 million gain following the extinguishment of outstanding debt relating to a hospitality asset; and

* a$250 million gain recognized on taking control of a service provider to the offshore oil production industry. This includes
a gain of $44 million on the settlement of subsidiary level debt and warrants; partially offset by

*  deal costs of $582 million across the company, primarily from acquisitions completed during the year in our private equity
and real estate businesses.

The prior year gains relate primarily to the deconsolidation of Norbord Inc. We reduced our interest in Norbord to less than 50%
in the fourth quarter of 2017 and recognized a gain when we revalued the assets and liabilities on the change of control.

Financial Contracts

Financial contracts include mark-to-market gains and losses on financial contracts related to foreign currency, interest rate and
pricing exposures that are not designated as hedges.

Unrealized losses of $189 million relate primarily to the mark-to-market movements on our interest rate and cross-currency swaps,
as well as fair value changes on currency hedges which do not qualify for hedge accounting.

The prior year losses relate to the valuation of contracts in our financial asset portfolio and foreign exchange contracts that do not
qualify for hedge accounting.
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Impairments and Provisions

Impairments and provisions totaled $309 million. We recognized impairment in our Private Equity segment following a write-
down of property, plant and equipment in a Canadian natural gas operation. Additionally, our Brazilian residential business
recorded a provision as a result of an ongoing assessment of outstanding claims.

In the prior year, impairments and provisions related primarily to the cost of terminations on condominium sales agreements in
our Brazilian residential business, as well as impairment losses in our hospitality assets, timber assets and certain investments
in our Private Equity segment.

Income Taxes

We recorded an aggregate income tax recovery of $248 million in 2018, compared to an expense of $613 million in the prior year,
including current taxes of $861 million (2017 — $286 million) and a deferred tax recovery of $1.1 billion (2017 — expense of
$327 million).

The decrease in income tax expense relates primarily to a lower effective tax rate primarily attributable to (1) an increase in the
projected utilization of previously unrecognized loss carryforwards; and (2) changes in the proportion of income in the jurisdictions
with different tax rates.

The company recognized additional tax loss carryforwards as a result of higher projected taxable income in our revised business
plan that we expect to be able to offset with previously unrecognized loss carryforwards. This resulted in a deferred tax recovery
of approximately $700 million which contributed to the 12% reduction to our effective income tax rate.

Our effective income tax rate is different from the Canadian domestic statutory income tax rate due to the following differences:

FOR THE YEARS ENDED DEC. 31 2018 2017 Change
StatUtOry INCOME tAX TALE ......euveuieiuieieieiietetet sttt ettt sttt es et et b et s b et eb et e b e e bt e b et e bt es e be e esenee 26 % 26% — %
Increase (reduction) in rate resulting from:
Portion of gains subject to different tax rates .............ccccevviiiiiiiiiiniiie “@ ®) 1
Change in tax rates and new 1egislation.............ccocoeeininieciniiciiece e @) 3) ))
International operations subject to different tax rates.........ccoveerirerrericenrieerennreerireecere e 3) 3 6)
Taxable income attributed to non-controlling iNtErests.............ccevviriiuiiriiiiiiniiiiiiciieeeeens 8) 9 1
Recognition Of deferred taX @SSELS .......cvovvveuiviriereriirieieieireereteree ettt (12) ?2) (10)
Non-recognition of the benefit of current year’s tax 10SSES ......c.covveueerrrereinriecrinniereenerereeneenenes 1 3 )
OBRET ... 1 €)) 2
EffectiVe INCOME tAX TALE ...c.coveveuiiieeieiiieicicieieetete ettt 3)% 12% (15)%

Our income tax provision does not include a number of non-income taxes paid that are recorded elsewhere in our financial
statements. For example, a number of our operations in Brazil are required to pay non-recoverable taxes on revenue, which are
included in direct costs as opposed to income taxes. In addition, we pay considerable property, payroll and other taxes that represent
an important component of the tax base in the jurisdictions in which we operate, which are also predominantly recorded
in direct costs.

As an asset manager, many of our operations are held in partially owned “flow through” entities, such as partnerships, and any
tax liability is incurred by the investors as opposed to the entity. As a result, while our consolidated earnings includes income
attributable to non-controlling ownership interests in these entities, our consolidated tax provision includes only our proportionate
share of the associated tax provision of these entities. In other words, we are consolidating all of the net income, but only our
share of the associated tax provision. This gave rise to an 8% and 9% reduction in the effective tax rate relative to the statutory
tax rate in 2018 and 2017, respectively.

We operate in countries with different tax rates, most of which vary from our domestic statutory rate, and we also benefit from
tax incentives introduced in various countries to encourage economic activity. Differences in global tax rates gave rise to a 3%
decrease in our effective tax rate, compared to a 3% increase in the prior year. The difference will vary from period to period
depending on the relative proportion of income in each country.
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BALANCE SHEET ANALYSIS

The following table summarizes the statement of financial position of the company as at December 31, 2018, 2017 and 2016:

Change
2018 vs 2017 vs
MILLIONS) 2018 2017 2016 2017 2016

Assets

Investment properties $ 84309 $ 56870 § 54,172 § 27,439 § 2,698

Property, plant and equipment............cccccoveeeneneienecinenenens 67,294 53,005 45,346 14,289 7,659
Equity accounted inVeStments ..........c.ccoceeveeerrenceinieenennnes 33,647 31,994 24,977 1,653 7,017
Cash and cash equivalents1 ................................................... 8,390 5,139 4,299 3,251 840
Accounts receivable and other’ ..............coocoooviveeviennn. 16,931 11,973 9,133 4,958 2,840
INtangible aSSets........coverueirieieinieiseeee e 18,762 14,242 6,073 4,520 8,169
GOOAWILL ... 8,815 5,317 3,783 3,498 1,534
Other @SSELS.....ceouiiiiiiicieiiiie et 18,133 14,180 12,043 3,953 2,137
TOtal ASSELS.......cceeeieiieieieee e $ 256,281 $ 192,720 $ 159,826 $ 63,561 $§ 32,894
Liabilities -
Corporate bOrTOWINGS  ...........c.ovvevvereeeeeeeeeeeeeeeeeseeneens $ 6,409 $ 5,659 $ 4,500 $ 750 $ 1,159
Non-recourse borrowings of managed entities'.... 111,809 72,730 60,391 39,079 12,339
Other non-current financial liabilities’ ..............cocoevveveneunn.. 13,528 10,478 7,759 3,050 2,719
Other lHabilities ........coveeveirenieiriirenecrce e 27,385 23,981 17,488 3,404 6,493
Equity
Preferred €quity ........ccoeeveinieiiniiciceeceeeeeee 4,168 4,192 3,954 (24) 238
Non-controlling iNterests ..........oeveeerreerrenieineereneeeseeenes 67,335 51,628 43,235 15,707 8,393
Common equity 25,647 24,052 22,499 1,595 1,553
Total EQUIty........ccoooiiiiiiieeee e 97,150 79,872 69,688 17,278 10,184

$ 256,281 $ 192,720 $ 159,826 $ 63,561 $ 32,894

1. The amounts for the year ended December 31, 2018 have been prepared in accordance with IFRS 9. Prior period amounts have not been restated (refer to Note 2 of the
consolidated financial statements).
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2018 vs. 2017

Consolidated assets at December 31,2018 were $256.3 billion, an increase of $63.6 billion since December 31,2017. The increases
noted in the table above are largely attributable to $78.6 billion of assets acquired through business combinations, increases in the
fair value of our investment properties and property, plant and equipment, and additions to our fixed asset portfolios, including
ongoing construction of existing assets and asset purchases. We have summarized below the impact of acquisitions on our
consolidated assets and liabilities:

) Renewable
Private Power and
(MILLIONS) Real Estate Infrastructure Equity Other Total
Cash and cash equivalents ...............c.ccooeeveieverenenen. $ 1,056 $ 71 $ 658 $ 388 $ 2,173
Accounts receivable and other............c..ccceeevennne. 2,247 511 2,267 623 5,648
INVENLOTY ..ottt 150 23 686 5 864
Equity accounted investments..............ccccoceeveerereiennns 12,379 15 329 29 12,752
Investment Properties.........oceververierieresieseeeeeeruennens 33,024 — — — 33,024
Property, plant and equipment ... 1,748 2,945 4913 2,970 12,576
Intangible @SSetS.........cceovververeririeieeeiriree e 54 3,208 2,942 386 6,590
GOOAWILL ... 96 2,905 971 186 4,158
Deferred income tax assets ...........cccceeveeeereereeeenennnn 220 — 38 582 840
TOtAl ASSELS .....ecveeeeiieeeieeieieeee e 50,974 9,678 12,804 5,169 78,625
Less:
Accounts payable and other..............cccceeeeeeennenn. (2,177) (591) (3,657) (715) (7,140)
Non-recourse borrowings...........c..cceeeeveervereevvevnennnns (18,218) (1,484) (3,669) (2,023) (25,394)
Deferred income tax liabilities............ccccoeveurnenenn. (58) (839) (156) (210) (1,263)
Non-controlling interests’ .............cooveveeverrereveerneene. (2,603) (544) (512) (22) (3,681)
(23,056) (3,458) (7,994) (2,970) (37,478)
Net assets acquired...........cooveeeveeeivieeeeieeeeeeennes $ 27918 % 6,220 $ 4810 $ 2,199 § 41,147

1. Includes non-controlling interests recognized on business combinations measured as the proportionate share of fair value of the identifiable assets and liabilities on the
date of acquisition. For certain business combinations in our Private Equity segment, non-controlling interest recognized on business combinations is measured at
the proportionate fair value of the total net assets on the date of acquisition.

Further details on business combinations are provided in Note 5 to the consolidated financial statements.

During 2018, we sold $11.1 billion of assets, while the impact of decreasing foreign exchange rates also partially offset the increases
described above.

Investment properties consist primarily of the company’s real estate assets. The balance as at December 31, 2018 increased by
$27.4 billion, primarily due to:

e acquisitions of $33.0 billion, including $18.0 billion of investment properties at GGP which were previously reported through
equity accounted investments and $9.4 billion through the acquisition of a diversified U.S. REIT with office, multifamily
and retail assets. Other notable investments include a U.K. student housing portfolio, office buildings in New York and
Chicago, an office park in Mumbai and a mixed-use entertainment complex in Germany;

+ additions of $3.1 billion as we enhanced or expanded numerous properties through capital expenditures; and

»  valuation gains recorded in fair value changes of $1.6 billion, largely within our LP investments portfolio (refer to page 34
for further information); partially offset by

»  the $1.7 billion impact of decreasing foreign exchange rates; and

»  sales or reclassifications of $8.6 billion, including office properties in Toronto and Sydney, 112 storage properties across the
U.S., our U.S. logistics portfolio and the reclassification of a number of properties to held for sale, including office properties
in the U.S. and Brazil and a mixed-use portfolio in China.

We provide a continuity of investment properties in Note 11 to the consolidated financial statements.
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Property, plant and equipment increased by $14.3 billion primarily as a result of:

e acquisitions of $12.6 billion across our operating segments, including one of North America’s leading providers of essential
residential energy infrastructure, a western Canadian natural gas gathering and processing business, a service provider to the
power generation industry, extended-stay hotels across the U.S., wind and solar assets in Europe and the consolidation of a
service provider to the offshore oil production industry that was previously equity accounted,;

»  revaluation surplus of $5.6 billion in our Renewable Power segment, primarily attributed to the benefit of the United States
tax reform enacted into law in 2017 and the successful integration of key acquisitions into the business; and

« additions of $2.1 billion primarily related to growth capital expenditures across our operating segments; partially offset by
*  the negative impact of foreign currency translation of $3.0 billion; and

»  sales and depreciation in the period, including the impact of reclassifying $749 million to assets held for sale as part of the
expected sale of certain wind and solar assets in non-core regions within our Renewable Power segment.

We provide a continuity of property, plant and equipment in Note 12 to the consolidated financial statements.
The increase of $1.7 billion in equity accounted investments is primarily due to:

»  the $2.5 billion net impact of the GGP transaction, as the consolidation of equity accounted investments held within GGP
was partially offset by the derecognition of the carrying value of our investment prior to consolidation;

*  $3.1 billion of other additions or acquisitions through business combinations across our operating segments, including assets
acquired as part of the acquisition of a diversified U.S. REIT in the fourth quarter; and

*  our share of comprehensive income of $1.6 billion; partially offset by
e the sale of our $1.0 billion Chilean electricity transmission business;

» thereclassification ofa service provider to the offshore oil production industry and two entities in our Real Estate and Corporate
segments after increasing our ownership, thereby gaining control during the year; and

»  distributions received and returns of capital of $1.9 billion.

Cash and cash equivalents increased by $3.3 billion as at December 31, 2018 compared to the prior year end primarily due to
timing of cash flows. For further information, refer to our Consolidated Statements of Cash Flows and to the Review of
Consolidated Statements of Cash Flows within Part 4 — Capitalization and Liquidity.

Intangible assets increased by $4.5 billion primarily from new acquisitions completed during the year, particularly a North American
residential energy infrastructure business acquired in the fourth quarter in our Infrastructure segment and a service provider to the
power generation industry acquired in the third quarter in our Private Equity segment. This was partially offset by amortization
during the year of $659 million and the negative impact of foreign currency, which reduced the balance by $1.7 billion.

Goodwill increased by $3.5 billion, primarily from acquisitions of $4.2 billion. Our Infrastructure segment completed many
acquisitions during the year that resulted in goodwill, including a residential energy infrastructure business, a Colombian natural
gas distribution business, a large-scale data center business and a western Canadian natural gas gathering and processing business.
This was partially offset by the negative impact of foreign currency, which reduced the balance by $635 million.

Other assets are comprised of inventory, deferred income tax assets, assets classified as held for sale and other financial assets.
The increase of $4.0 billion is primarily a result of:

*  acquisitions completed in the year;

*  $840 million of deferred income tax assets from the recognition of net operating losses that can be used to offset future
projected net income; and

+  anincrease in assets held for sale of $580 million, primarily attributable to the reclassification of certain wind and solar assets
in our Renewable Power segment, as well as a Shanghai property portfolio in our Real Estate segment.

Corporate borrowings increased by $750 million due to $1.1 billion of corporate debt issued during the year, partially offset by
the impact of decreasing foreign exchange rates and the absence of draws on the corporate revolving facility.
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Non-recourse borrowings increased by $39.1 billion primarily due to acquisitions across our businesses, most notably in our Real
Estate segment. The balance also increased due to the use of leverage to fund certain recent acquisitions, specifically in our Private
Equity segment, and the impact of debt refinancings in various businesses, including our graphite electrode manufacturing business
and our Brazilian regulated gas transmission business. These increases were partially offset by the impact of decreasing foreign
exchange rates and the repayment of amounts previously drawn on revolving or term bank facilities.

Other non-current financial liabilities consist of our subsidiary equity obligations, non-current accounts payable and other long-
term liabilities that are due after one year. The balance increased as a result of liabilities assumed on acquiring businesses during
the year.

Refer to Part 4 — Capitalization and Liquidity for more information.
2017 vs. 2016

Consolidated assets as at December 31, 2017 were $192.7 billion, compared to $159.8 billion as at December 31, 2016. Year-
over-year increases were primarily due to the impact of acquisitions completed in 2017. In addition, most foreign currency-
denominated assets increased as the majority of foreign currencies appreciated against the U.S. dollar.

Investment properties were $2.7 billion higher at the end of 2017 compared to the prior year as the impact of various real estate
investments completed during the year, as well as the impact of valuation gains and foreign exchange, was partially offset by
numerous asset sales across our core office and LP investments portfolios.

Property, plant and equipment increased by $7.7 billion during 2017. The increase was primarily a result of acquisitions completed
during the year, most notably solar and wind assets within our renewable power business. The increase from asset acquisitions
was partially offset by depreciation recorded during the year.

Equity accounted investments were $32.0 billion as at December 31, 2017, an increase of $7.0 billion compared to the prior year.
The increase was due primarily to $5.3 billion of additions, net of dispositions, related to increases across multiple businesses,
including higher ownership of our investment in GGP and increases to our Brazilian toll road portfolio and our North American
natural gas transmission business. In 2017, we also reclassified our investment in Norbord to an equity accounted investment. We
benefited from comprehensive income of $1.7 billion and $727 million of foreign exchange gains in 2017, partially offset by
distributions of $732 million.

The increase in intangible assets of $8.2 billion was due to acquisitions completed in 2017, specifically a Brazilian regulated gas
transmission business in our Infrastructure segment and a Brazilian water treatment business in our Private Equity segment.

Corporate borrowings increased by $1.2 billion as the issuance of $1.3 billion of corporate notes and the impact of foreign
exchange were partially offset by the repayment of $250 million and C$250 million of corporate notes during the year.

Non-recourse borrowings increased by $12.3 billion from 2016 to 2017, the majority of which relates to debt assumed on
acquisitions and increased borrowings to finance these acquisitions.

Other liabilities increased by $6.5 billion primarily due to the impact of recent acquisitions, including deferred income tax liabilities
recorded in business combinations where the tax bases of the net assets acquired were lower than their fair values.
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Equity

The significant variances in common equity and non-controlling interests are discussed below. Preferred equity is discussed in
Part 4 of this MD&A.

Common Equity

The following table presents the major contributors to the period-over-period variances for common equity:

?}\i]ﬁ[é)r;]\][;)FOR THE YEARS ENDED DEC. 31 2018 2017
Common equity, begINNING OF YEAT......c.ccceueuiirrieieiriieeeirectctr ettt $ 24052 $§ 22,499

Changes in period

Changes in accounting policies (218) —
Net income t0 ShArCHOIACTS .......c.irveuiiiiieiiie ettt sttt enen 3,584 1,462
CommON AIVIAENAS. ...c.couiiiiiiiieiiiciee ettt ettt ettt ettt ae s ae e ene (575) (642)
Preferred divIAEIdS. . ....couiiiiriiiiieerc ettt (151) (145)
FOreign CurrenCy translation..........coueeiueiiuirieiiieeee ettt ettt n e s e (959) 280
Other cOMPIeheNnSIVE IMCOMIE .........c.eeuiiiuiieiiitiieiietee ettt ettt st ettt be e saeseenens 1,365 569
Share repurchases, net of issuances and vesting (359) (103)
Ownership changes and Other...........ooiiiiiiiiii ettt (1,092) 132
1,595 1,553

Common equity, €N OF YEAT .....c.cciriiiiiiiirtcre ettt sttt sttt ettt $ 25647 $§ 24,052

Common equity increased by $1.6 billion to $25.6 billion during 2018. The change includes:

* areduction in opening common equity of $218 million to reflect the adjustments required to transition to IFRS 15 Revenue
from Contracts with Customers (“IFRS 157) and IFRS 9 Financial Instruments (“IFRS 97);

e net income attributable to shareholders of $3.6 billion;

«  foreign currency translation losses of $959 million as average foreign currency rates in the jurisdictions where we hold the
majority of our non-U.S. dollar investments weakened relative to the U.S. dollar;

»  other comprehensive income of $1.4 billion relating primarily to the revaluation surplus recorded on revaluing our property,
plant and equipment at year end;

»  share repurchases, net of issuances and vesting, of $359 million, which included $388 million paid to repurchase 9.6 million
Class A common shares (“Class A shares”), of which $310 million was to fund long-term compensation plans; and

»  ownership changes and other which are primarily related to the dilution loss to reflect our reduced ownership interest in BPY
following the GGP privatization, partially offset by gains relating to the partial disposition of our graphite electrode
manufacturing business through initial and secondary public offerings in the second and third quarters, respectively.

Non-controlling Interests

Non-controlling interests in our consolidated results primarily consist of third-party interests in BPY, BEP, BIP and BBU, and
their consolidated entities as well as co-investors and other participating interests in our consolidated investments as follows:

fﬁﬁ%&%ﬁl 2018 2017
Brookfield Property Partners L.P. ..........ccooioiiiiiiiiiiiciieeeeeere ettt $ 31,580 $ 19,736
Brookfield Renewable Partners L.P. ......c.coccoiiiiiiiiiiiiiinccerceeee et 12,457 10,139
Brookfield Infrastructure Partners L.P. ........c.cccooiiiiiiiiie e 12,752 11,376
Brookfield Business Partners L.P..........ccc.oooiiiiiiiiiiii ettt ettt 4,477 4,000

Other participating interests 6,069 6,377

$ 67335 § 51,628
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Non-controlling interests increased by $15.7 billion in 2018 to $67.3 billion, primarily due to:

»  comprehensive income attributable to non-controlling interests which totaled $5.7 billion; this is inclusive of foreign currency
translation losses as average foreign currency rates in the jurisdictions where we hold the majority of our non-U.S. dollar
investments weakened relative to the U.S. dollar;

*  ownership changes attributable to non-controlling interests of $10.2 billion; and
*  net equity issuances to non-controlling interests totaling $6.7 billion; partially offset by

*  $6.7 billion of distributions to non-controlling interests.

CONSOLIDATION AND FAIR VALUE ACCOUNTING

As a Canadian domiciled public corporation, we report under IFRS, while many of our alternative asset manager peers report
under U.S. GAAP. There are many differences between U.S. GAAP and IFRS, but the two principal differences affecting our
consolidated financial statements compared to those of our peers are consolidation and fair value accounting.

In particular, U.S. GAAP allows some of our alternative asset manager peers to report their investments at fair value on one line
in their balance sheet on a net basis as opposed to consolidating the funds. This approach is not available under IFRS. This can
create significant differences in the presentation of our financial statements as compared to our alternative asset manager peers.

Consolidation
Our consolidation conclusions under IFRS may differ from our peers who report under U.S. GAAP for two primary reasons:

*  U.S. GAAP uses a voting interest model or a variable interest model to determine consolidation requirements, depending on
the circumstances, whereas IFRS uses a control-based model. We generally have the contractual ability to unilaterally direct
the relevant activities of our funds; and

*  we generally invest significant amounts of capital alongside our investors and partners, which, in addition to our customary
management fees and incentive fees, means that we earn meaningful returns as a principal investor in addition to our asset
management returns compared to a manager who acts solely as an agent.

As a result, in many cases, we control entities in which we hold only a minority economic interest. For example, a Brookfield-
sponsored private fund to which we have committed 30% of the capital may acquire 60% of the voting interest in an investee
company. The contractual arrangements generally provide us with the irrevocable ability to direct the funds’ activities. Based on
these facts, we would control the investment because we exercise decision making power over a controlling interest of that business
and our 18% economic interest provides us with exposure to the variable returns of a principal.

All entities that we control are consolidated for financial reporting purposes. As aresult, we include 100% of these entities’ revenues
and expenses in our Consolidated Statements of Operations, even though a substantial portion of their net income is attributable
to non-controlling interests. Furthermore, we include all of the assets and liabilities of these entities in our Consolidated Balance
Sheets, and include the portion of equity held by others as non-controlling interests.

Intercompany revenues and expenses between Brookfield and its subsidiaries, such as asset management fees, are eliminated in
our Consolidated Statements of Operations; however, these items affect the attribution of net income between shareholders and
non-controlling interests. For example, asset management fees paid by our listed partnerships to the Corporation are eliminated
from consolidated revenues and expenses. However, as the common shareholders are attributed all of the fee revenues while only
attributed their proportionate share of the listed partnerships’ expenses, the amount of net income attributable to common
shareholders is increased with a corresponding decrease in net income attributable to non-controlling interests.

Fair Value Accounting

Under U.S. GAAP, many of our alternative asset manager peers account for their funds as investment companies and reflect their
investments at fair value.

Under IFRS, as a parent company, we are required to look through our consolidated and equity accounted investments and account
for their assets and liabilities under the applicable IFRS guidance. We reflect a large number of assets at fair value, namely our
commercial properties, renewable power facilities and certain infrastructure assets which are typically recorded at amortized cost
under U.S. GAAP. However, there are other assets that are not subject to fair value accounting under IFRS and are therefore carried
at amortized cost, which would be more consistent with U.S. GAAP.
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Under both IFRS and U.S. GAAP, the value of asset management activities is generally not reflected on the balance sheet despite
being material components of the value of these businesses.

For additional details on the valuation approach for the relevant segments, critical assumptions and related sensitivities, refer to
Part 5 of this MD&A.

FOREIGN CURRENCY TRANSLATION

Approximately half of our capital is invested in non-U.S. currencies and the cash flows generated from these businesses, as well
as our equity, are subject to changes in foreign currency exchange rates. From time to time, we utilize financial contracts to adjust
these exposures. The most significant currency exchange rates that impact our business are shown in the following table:

Year-End Spot Rate Change Average Rate Change
2018 vs 2017 vs 2018 vs 2017 vs
AS AT DEC. 31 2018 2017 2016 2017 2016 2018 2017 2016 2017 2016
Australian dollar.  0.7050 0.7809 0.7197 (10)% 9%  0.7475 0.7669 0.7441 3)% 3%
Brazilian real' ... 3.8745 3.3080 3.2595 15)% ()%  3.6550 3.1928 3.4904 (13)% 9 %
British pound....... 1.2760 1.3521 1.2357 (6)% 9%  1.3350 1.2889 1.3554 4% 5)%
Canadian dollar...  0.7331 0.7953 0.7439 &% 7%  0.7718 0.7711 0.7555 —% 2%

1. Based on U.S. dollar to Brazilian real.

As at December 31, 2018, our IFRS net equity of $25.6 billion was invested in the following currencies: United States dollars —
56% (2017 — 48%); Brazilian reais — 13% (2017 — 17%); British pounds — 12% (2017 — 15%); Canadian dollars — 7% (2017 —
6%); Australian dollars — 6% (2017 — 9%); and other currencies — 6% (2017 — 5%). Currency exchange rates relative to the U.S.
dollar at the end of 2018 were lower than December 31, 2017 for all of our significant non-U.S. dollar investments.

The following table disaggregates the impact of foreign currency translation on our equity by the most significant non-U.S.
currencies:

:-‘I\(/;R THE Sg})EARS ENDED DEC. 31 2018 2017 Change
AUSLTAlIAN AOLIAT ......iiiiiiicc ettt et $ (629) $ 406 $ (1,035)
Brazilian TEAL........c.ooueuiiuiiiiiicirie ettt sttt (2,162) (506) (1,656)
British pound (539) 768 (1,307)
Canadian dollar (644) 752 (1,396)
OBNET .ttt b ekttt h et h sttt a et h etk n bttt n et e e (714) 662 (1,376)
Total cumulative translation adjuStMeNtS ..........ccccveviiiiieiierieieieieieseseee et eeeas (4,688) 2,082 (6,770)
Currency Nedges' .........oo..vveiiviereeeeeeeeeeeeeee e 1,365 (1,643) 3,008
Total cumulative translation adjustments net of currency hedges.............ccccevveivieericieinicenreenn $ (3,323) § 439 $ (3,762)
Attributable to: -
SRATENOLAETS...........ovoeeeeeeeeee ettt ee s en s eaesen s e s enenn $ (959 $ 280 $ (1,239)
NON-CONLIOIING TNTETESES .....vevieiceiieiietieietiiteieet ettt er ettt re s seebe s seebeseesesseseeseseesesseseesens (2,364) 159 (2,523)

$ (3323) $ 439 § (3,762)

1. Net of deferred income tax expense of $69 million.

Lower period end rates for our non-U.S. dollar investments, particularly the Brazilian real which decreased 15% from the beginning
of the year, reduced our equity, net of currency hedges, by $3.3 billion. Gains on our hedges against the Australian, British and
Canadian currencies, for which financial contracts and foreign currency debt are used to reduce exposures, partially offset the
foreign currency translation losses. The overall result has been a net decrease in net equity.

For the year ended December 31, 2017, the year-over-year foreign exchange rates relative to the U.S. dollar for our significant
currency exposures increased with the exception of the Brazilian real, leading to an increase in net equity of $439 million.

We typically do not hedge our equity in Brazil and other emerging markets due to the high costs associated with these contracts.
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SUMMARY OF QUARTERLY RESULTS

In the past two years the quarterly variances in revenues are due primarily to acquisitions and dispositions. Variances in net
income to shareholders relate primarily to the timing and amount of fair value changes and deferred tax provisions, as well as
seasonality and cyclical influences in certain businesses. Changes in ownership have resulted in the consolidation and
deconsolidation of revenues from some of our assets, particularly in our real estate and private equity businesses. Other factors
include the impact of foreign currency on non-U.S. revenues and net income attributable to non-controlling interests.

Our real estate operations typically generate consistent results on a quarterly basis due to the long-term nature of contractual lease
arrangements subject to the intermittent recognition of disposition and lease termination gains. Our retail properties typically
experience seasonally higher retail sales during the fourth quarter, and our resort hotels tend to experience higher revenues and
costs as a result of increased visits during the first quarter. We fair value our real estate assets on a quarterly basis which results
in variations in net income based on changes in the value.

Renewable power hydroelectric operations are seasonal in nature. Generation tends to be higher during the winter rainy season
in Brazil and spring thaws in North America; however, this is mitigated to an extent by prices, which tend not to be as strong as
they are in the summer and winter seasons due to the more moderate weather conditions and reductions in demand for electricity.
Water and wind conditions may also vary from year to year. Our infrastructure operations are generally stable in nature as a result
of regulation or long-term sales contracts with our investors, certain of which guarantee minimum volumes.

Revenues and direct costs in our private equity operations vary from quarter to quarter primarily due to acquisitions and dispositions
of businesses, fluctuations in foreign exchange rates, business and economic cycles and weather and seasonality in underlying
operations. Broader economic factors and commodity market volatility may have a significant impact on anumber of our businesses,
in particular within our industrial operations. For example, seasonality affects our contract drilling and well-servicing operations
as the ability to move heavy equipment safely and efficiently in western Canadian oil and gas fields is dependent on weather
conditions. Within our infrastructure services, the core operating plants business of our service provider to the power generation
industry generates the majority of its revenue during the fall and spring, when power plants go offline to perform maintenance
and replenish their fuel. Some of our business services operations will typically have stronger performance in the latter half of the
year whereas others, such as our fuel marketing and road fuel distribution businesses, will generate stronger performance in
the second and third quarters. Net income is impacted by periodic gains and losses on acquisitions, monetization and impairments.

Our residential development operations are seasonal in nature and a large portion is correlated with the ongoing U.S. housing
recovery and, to a lesser extent, economic conditions in Brazil. Results in these businesses are typically higher in the third and
fourth quarters compared to the first half of the year, as weather conditions are more favorable in the latter half of the year which
tends to increase construction activity levels.

Our condensed statements of operations for the eight most recent quarters are as follows:

2018 2017

(MILLIONS, EXCEPT PER SHARE AMOUNTS) Q4 Q3 Q2 Ql Q4 Q3 Q2 Q!
REVENUES' ........ooovveevoerieese, $ 16,006 $ 14858 § 13,276 $ 12,631 $ 13,065 $ 12,276 $ 9,444 §$§ 6,001
Net income.......ccvveveevrevreveernnereennn 3,028 941 1,664 1,855 2,083 992 958 518
Net income (loss) to shareholders ... 1,884 163 680 857 1,046 228 225 37)
Per share -

—diluted ...cocoveiiiiie $ 187 § o011 § 062 $ 084 $§ 102 $ 020 $ 0.19 $ (0.08)

—bDASIC . 1.91 0.11 0.64 0.85 1.05 0.20 0.20 (0.08)

1. 2017 revenues have not been restated as we adopted IFRS 15 using the modified retrospective method as at January 1, 2018.

The following table shows fair value changes and income taxes for the last eight quarters, as well as their combined impact on
net income:

2018 2017
{ﬁﬁ{i‘({)}%}’sﬁRloDS ENDED Q4 Q3 Q2 Ql Q4 Q3 Q2 Ql
Fair value changes..............ccccevee... $ 257 § 132 § 83 § 572§ 280 § 132 § 213 § (204)
INCOME tAXES ..vevvenrvevenireereveeeririenenens 884 (144) (339) (153) (110) (259) (119) (125)
Net MPACL. oo $ 1,141 S (12) S 494 $ 419 § 170 $ (127) $ 94 $ (329)
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Over the last eight completed quarters, the factors discussed below caused variations in revenues and net income to shareholders
on a quarterly basis:

The increase in revenues in the fourth quarter of 2018 is due primarily to recent acquisitions, including a full quarter of
revenues from GGP following the privatization, as well as the impact of same-store growth across the business. Consolidated
net income is higher than prior period due to gains on sales of businesses, fair value valuation gains on investment properties
and a deferred tax recovery in our Corporate segment. These increases were partially offset by higher interest expense from
new borrowings to fund acquisitions and debts assumed from acquired businesses.

Revenues increased in the third quarter primarily due to recent acquisitions across all segments, including the privatization
of GGP, and same-store growth, in particular improved pricing at our graphite electrode manufacturing business. Higher
interest and depreciation expenses associated with recent acquisitions, and the recognition of a deferred tax expense associated
with the GGP privatization, more than offset the increase in revenues.

The increase in revenues in the second quarter of 2018 is primarily attributable to recent acquisitions, additional home closings
in our North American residential business and improved pricing at our graphite electrodes manufacturing business. Increases
in direct costs offset these changes in revenue. While net income also benefited from strong performance at Norbord and
valuation and transaction-related gains in our Real Estate segment, results were more than offset by higher income tax expenses
and the absence of a one-time gain recognized on the sale of a business in the first quarter.

In the first quarter of 2018, revenues decreased due to the seasonality of our residential homebuilding and construction services
businesses, partially offset by a full quarter of revenues contributed by recent acquisitions in our Renewable Power segment.
Net income benefited from investment property valuation gains and other fair value gains recognized in the current quarter.

The increase in revenues in the fourth quarter of 2017 is attributable to same-store growth in existing operations across our
business and acquisitions throughout the year. Net income benefited from gains from the sale of the European logistics
company and from a change in basis of accounting for Norbord.

Revenues in the third quarter of 2017 increased as a result of incremental contributions from acquisitions made partway
through the second quarter of 2017, as described below, that have now contributed to a full quarter. Current quarter acquisitions
also added to the increase, namely the acquisition of a fuel marketing business in our Private Equity segment. Results were
partially offset by higher income tax expenses in the quarter.

The overall increase in results in the second quarter of 2017 is predominantly attributable to acquisitions completed in the
quarter, including the regulated gas transmission operation and the leading water treatment business, both in Brazil and
the U.K. road fuel distribution business.

In the first quarter of2017, we recorded fair value losses, predominantly driven by mark-to-market losses on the GGP warrants,
as well as decreases in valuations in our core office portfolio. Revenue declined from the prior quarter due to seasonality in
the residential business.
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CORPORATE DIVIDENDS
The dividends paid by Brookfield on outstanding securities during the past three years are summarized in the following table:

Distribution per Security

2018 2017 2016
Class A and B' Limited Voting Shares (“Class A and B Shares™) ..........cc.cooeeeoeeeeeerereereennnn. $ 0.60 $ 0.56 $ 0.52
Special distribution to Class A and B Shares™ .............oooovoeereeeeereseeeeeeeeeeseseeesesseseseeeseen — 0.11 0.45
Class A Preferred Shares
SEIIES 2.ttt ettt ettt sttt b et h et h et s bbb st b et b et n e bt en e beneas 0.48 0.39 0.36
SETIES 4.ttt ettt ettt et sttt b e bt bt e st et et bbbt bbbt eat et et e nte e 0.48 0.39 0.36
SEIIES ...ttt ettt ettt ettt be s 0.68 0.55 0.48
SEIIES 9.ttt ettt b et h et b ettt b e n et neas 0.53 0.53 0.75
SEIIES 131ttt ettt ettt ettt a et b e e st et et e b et e st b et ae b en e b et ene b eneebeneas 0.48 0.39 0.36
SEIES 4% ..ooooeeeii ettt — — 0.11
Series 15 0.40 0.28 0.23
Series 17 0.92 0.92 0.90
Series 18 0.92 0.92 0.90
Series 24° 0.58 0.58 0.80
Serie