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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, 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 55 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: 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 IFRS. We utilize these measures in managing the business, including 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 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 others. 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 MD&A. Please refer to our Glossary of Terms beginning on page 55 for all non-IFRS measures.
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PART 1 - OUR BUSINESS AND STRATEGY
OUR BUSINESS

We are a leading global alternative asset manager', focused on investing in long-life, high-quality assets across real estate, renewable
power, infrastructure and private equity. We provide a wide variety of investment products to our investors including private
funds', listed issuers' and public securities." Our interests are aligned with our investors because we invest large amounts of our
own balance sheet capital in our funds - we are typically the largest investor in our private funds and the largest investor in each
of our listed issuers.

We have built our business around assets and businesses that are resilient through market cycles and deliver robust returns. Our
deep experience investing in, owning and operating real assets has enabled us to successfully underwrite acquisitions and to
enhance returns through our expertise in operational improvements, financing strategies and execution of development projects.

Our financial returns are represented primarily by the combination of fees we earn as an 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 operating performance of our segments.

In our asset management activities, we manage private funds, listed issuers and public securities portfolios for investors which
we refer to as fee bearing capital.' FFO from these activities consist of: (i) base' and other recurring fees that we earn as manager
less direct costs of doing so; (ii) incentive distributions' and performance fees' from our listed issuers; and (iii) realized carried
interest' from private funds. As a supplement to our performance measurement, we also provide a calculation of economic
net income' (“ENI”) which utilizes unrealized carried interest' instead of realized carried interest. Unrealized carried interest
represents the amount of carried interest' generated based on investment performance to date and is therefore more indicative of
earnings potential.

Our invested capital consists largely of investments in our listed issuers and other listed securities, which currently make up 85%
of our invested capital. The remaining 15% is largely invested in our residential development business and our energy marketing
activities. Our invested capital provides us with FFO and cash distributions, most of which is generated by the investments in our
limited partner interests in our listed entities, which pay stable recurring distributions.

Our balance sheet also allows us to capitalize quickly on opportunities as they arise, backstop the transactions of our various
businesses as necessary and fund the development of new activities by seeding new investment strategies that are not yet suitable
for our investors. Finally, the amount of capital invested by us directly in our listed issuers, and through them into our private
funds, creates alignment of interests with our investors.'

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

OUR STRATEGY

As a leading global alternative asset manager, our business strategy is focused on the following:

»  Generate superior investment returns for our investors, utilizing our competitive advantages of large-scale capital,
global reach and operating expertise

+  Offer a wide range of traditional and innovative products that meet our investors’ requirements
*  Provide exceptional client service

»  Utilize our balance sheet to accelerate growth in our asset management activities, align our interests with
investors and generate additional returns

1. See definition in Glossary of Terms beginning on page 55
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ORGANIZATIONAL STRUCTURE

We employ approximately 1,200 employees within our asset management business and a further 80,000 employees throughout
the rest of our operations. We have organized our activities into five principal groups: real estate, renewable power, infrastructure,
private equity and public securities.

Our asset management operations include the creation of and raising capital for new funds, managing existing funds, clientrelations,
product development and overseeing the management of the assets and investments owned through our investment strategies. Our
invested capital consists primarily of major ownership interests in our listed issuers, our residential development business and
other directly held securities. Invested capital is funded in part by our corporate leverage which includes long-term debt
and perpetual preferred shares.

Our investment products, or managed funds, include: our flagship listed issuers (BPY,l BEP,! BIP! and BBU'); our private funds,
including our flagship private funds along with a number of niche and open-end perpetual funds; and public securities strategies
such as mutual funds and separately managed accounts.

Our operating assets encompass all of the assets owned by our funds as well as the various operating groups that we have established
over decades to manage operating assets, such as our real estate and renewable power groups, as well as portfolio investments
which have dedicated management teams that are overseen by us.

BROOKFIELD ASSET MANAGEMENT INC.
Brookfield Asset

Asset Management Invested Capital
Management Inc. _
(the “corporation”) PUBLIC INVESTED CORPORATE
SECURITIES CAPITAL CAPITALIZATION

REAL ESTATE R”;f)"‘m%" INFRASTRUCTURE PRIVATE EQUITY

Listed Issuers Private Funds Public Securities

\[m]zlg(‘,(] Brookfield Property Partners Flagship Core and Credit  Separately Managed

- Accounts
Funds Brookfield Renewable Partners * BSREP * Real Estate Finance

* Mutual Funds
* Closed-End Funds

Brookfield Infrastructure Partners * BIF « Infrastructure Debt
Brookfield Business Partners * BCP « Core Real Estate
* BREF

Real Estate Renewable Power  Infrastructure Private Equity ~ Public Securities
0 . « Office Hydroelectric « Utilities « Construction Services * Real Estate Equities

herating " .
I\ ¢ < * Retail Wind * Transport * Business Services * Infrastructure Equities
Assets }

* Industrial Solar * Energy * Industrial * Energy Infrastructure

. Fa 5 : Equities

Multifamily Storage Data Infrastructure * Energy q
* Hospitality * Sustainable * Real Asset Debt
Resources Securities
1. See definition in Glossary of Terms beginning on page 55
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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.

OVERVIEW

Net income increased to $1.7 billion in the current period, with $680 million attributable to common shareholders ($0.62 per
share) and $984 million attributable to non-controlling interests.

Our results have been impacted year over year by acquisitions and dispositions as well as organic growth across a number of our
businesses. Acquisitions and dispositions are discussed in more detail on pages 15 and 16.

The $706 million increase in consolidated net income and the $455 million increase in net income attributable to common
shareholders are primarily attributable to:

»  recently acquired businesses and organic growth measures mentioned above; and

«  fairvalue gainsrelating to transaction activity in the current quarter and mark-to-market increases on certain financial contracts;
partially offset by

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

Net income attributable to non-controlling interests increased by $251 million due to contributions from recently acquired partially
owned businesses, transaction-related gains and fair value appraisal gains on partially-owned real estate investment properties.

Our balance sheet was also impacted by acquisition and divestment activity since the beginning of the year. We acquired
$12.6 billion of assets through business combinations, including acquisitions within our U.K. student housing portfolio, a portfolio
of 105 extended-stay hotels across the U.S., a portfolio of wind and solar assets located primarily in Spain and Portugal, a Colombian
natural gas distribution and commercialization business and a manufacturer of returnable plastic containers. We also sold
$3.5 billion of assets during the first six months of 2018, most notably our Chilean electricity transmission business.

INCOME STATEMENT ANALYSIS

The following table summarizes the financial results of the company for the three and six months ended June 30, 2018 and 2017:

Three Months Ended Six Months Ended

(MILLIONS. EXCEPT PER SHARE AMOUNTS) 2018 2017 Change 2018 2017 Change
Revenues $ 13276 $ 9444 $ 3,832 $§ 25907 $ 15445 § 10,462
DIreCt COSES ...t (10,781) (7,332) (3,449) (20,872) (11,719) (9,153)
Other income and gains..........ccceceeeeeeveceenierierieniennens 95 — 95 437 265 172
Equity accounted inCOme .........cccceeevecincnnineenenne 342 250 92 630 585 45
Expenses

INEEIEST. ..ottt (1,066) (865) (201) (2,103) (1,708) (395)

COrPOTate COSES.....cueueuiieniiiieieeieeeieee e 24) (20) (O] (51) (45) (6)
Fair value changes ..........c.cocoevvenninccncnninccnene 833 213 620 1,405 9 1,396
Depreciation and amortization .............cecceeceveeireneene (672) (613) (59) (1,342) (1,112) (230)
Income taxes (339) (119) (220) 492) (244) (248)
Netincome...........cccccoeeiiiiiiiiiiiccicecneene 1,664 958 706 3,519 1,476 2,043
Non-controlling interests..........ccvevrereeereerereencnnne. (984) (733) (251) (1,982) (1,288) (694)
Net income attributable to shareholders................ $ 680 $ 225  $ 455  $ 1,537 §$ 188 § 1,349

Net income per share
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Three months ended June 30
Revenues increased to $13.3 billion, an increase of $3.8 billion compared to the second quarter of 2017 primarily due to:

*  $4.0billion of additional revenues earned from acquisitions completed since the prior year quarter, with significant
contributions from:

o aroad fuel distribution business in our Private Equity segment acquired in May 2017 with significant revenues but a
minimal impact on gross margin because revenues include significant flow through duty amounts that are entirely passed
through to customers as costs but are required to be presented on a gross basis under IFRS; and

°  numerous acquisitions across each of our listed partnerships;

»  organic growth from existing operations, including improved performance at our graphite electrode manufacturing and North
American residential businesses; partially offset by

«  lower gross revenues from Norbord Inc. (“Norbord”)' which was consolidated up until the fourth quarter of 2017 at which
time we sold a portion of our investment and therefore no longer hold a controlling interest in the business. Norbord contributed
$536 million of revenues in the second quarter of 2017,

*  lower generation from our existing North American hydroelectric assets in the Renewable Power segment; and

$78 million reduction in revenues from businesses sold.
Our direct costs increased by $3.4 billion in the second quarter of 2018 due to:
*  newly acquired businesses, including the road fuel distribution business discussed above; and

»  organic growth within existing operations, in particular greater sales volumes at our North American residential business and
higher input prices at our graphite electrode manufacturing business; partially offset by

»  the absence of expenses from businesses sold.

Other income and gains of $95 million in the second quarter of 2018 relate primarily to gains recognized in our Private Equity
segment on the sale of a joint venture interest within a real estate brokerage business and the disposal of an operating division
within our infrastructure support products manufacturing business.

Equity accounted income increased by $92 million to $342 million due primarily to contributions from Norbord, which has been
equity accounted since the fourth quarter of2017, and our marine energy services business, as well as from appraisal gains recorded
at equity-accounted real estate investment properties.

Interest expense increased by $201 million due to additional borrowings associated with acquisitions across our portfolio, and
$1.6 billion of corporate debt issued in the last twelve months.

We recorded fair value gains of $833 million in the current quarter, compared to $213 million in the second quarter of 2017,
primarily as a result of:

»  significant appraisal gains on properties in our opportunistic real estate portfolio in the current quarter;
»  gains recorded on the extinguishment of a debt obligation associated with a hospitality property; and
+ unrealized gains on financial contracts entered into to manage foreign currency, interest rate profiles and pricing exposures.

Depreciation and amortization expense increased by $59 million to $672 million due primarily to businesses acquired within our
renewable power operations, particularly TerraForm Power, Inc. (“TERP”)" and TerraForm Global, Inc.

Income tax expense increased by $220 million to $339 million due to higher taxable income and a higher proportion of income
earned in higher tax jurisdictions.

Six months ended June 30

Revenues and direct costs for the first six months of 2018 increased by $10.5 billion and $9.2 billion, respectively, compared to
the same period in 2017 due primarily to recent acquisitions, most notably the acquisition of our road fuel distribution business.

1. See definition in Glossary of Terms beginning on page 55
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Other income and gains on a year-to-date basis include:
* a$338 million gain from the sale of our Chilean electricity transmission business in the first quarter of 2018; and
»  gains recognized on the sale of businesses in our Private Equity segment during the current quarter.

Equity accounted income in the first six months of 2018 remained relatively consistent with the prior year period as the impact
of recent acquisitions, contributions from Norbord, and gains at certain equity-accounted investment properties were offset by a
reduction in value of certain properties at GGP Inc. (“GGP”)' during the first quarter of 2018.

Fair value gains of $1.4 billion for the first six months of 2018 were significantly higher than the $9 million reported in the prior
period. The current period gains include:

+  transaction-related gains of $977 million relating to the recognition of deferred tax assets following a restructuring of our
U.S. group in the first quarter of 2018 and transaction gains in the current quarter; and

*  strong valuation gains within our opportunistic real estate portfolio.
Significant Acquisitions and Dispositions

We have summarized below the impact of recent significant acquisitions and dispositions on our results for the three and six
months ended June 30:

Three Months Ended Six Months Ended
Acquisitions Dispositions Acquisitions Dispositions

(FASI)IRLB{OENP&RIODS ENDEDJUN.30,2018 R evenue Incc}\tile; Revenue IncoI\I;eeE, Revenue Incc}\tile; Revenue IncoI\I;eeE,
Real estate $ 183 § 52§ 75) $ 98) $ 333§ 59 $§ (160) $ (110)
Renewable power 255 (22) — — 481 (69) — —
Infrastructure.........c...ccoceveeeee. 82 7 — 9 399 162 — (14)
Private equity and other........... 3,492 (23) 3) 10 9,341 (10) @) 11

4,012 14 (78) (C) 10,554 142 (167) (113)

Gains recognized in net
income — 25 — — — 609 — 53

$ 4012 $ 3908 (7188 (97) $ 10,554 $ 751 $  (167) $  (60)

Acquisitions
Private Equity

Recent acquisitions within our Private Equity segment contributed an additional $3.5 billion and $23 million of revenues and net
loss, respectively, for the three months ended June 30, 2018. Significant acquisitions include our road fuel distribution business
acquired partway through the second quarter of2017, a fuel marketing business acquired in the third quarter of 2017 and a returnable
plastic container business acquired this quarter.

Renewable Power

Within our Renewable Power segment, recent acquisitions, primarily TERP and TerraForm Global, portfolios of wind and solar
assets acquired in the fourth quarter of 2017, contributed an additional $255 million of revenues and a net loss of $22 million this
quarter.

1. See definition in Glossary of Terms beginning on page 55
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Real Estate

The incremental revenues and net income earned from numerous acquisitions in the core office and opportunistic portfolios were
$183 million and $52 million, respectively.

Infrastructure

Within our infrastructure operations, we acquired a Colombian natural gas distribution and commercialization business that
contributed $82 million and $7 million to our current quarter’s revenues and net income, respectively.

Revenues and net income for the six months ended June 30, 2018 increased by $10.6 billion and $751 million, respectively, from
the aforementioned acquisitions and certain businesses acquired in the second quarter of 2017, notably our Brazilian regulated
gas transmission business and our Brazilian water treatment business, which impacted results in the first quarter. On a year-to-
date basis, we also recognized gains in net income of $609 million relating primarily to gains arising from changes in the ownership
of entities which gave rise to the recognition of previously unrecognized tax assets, as well as a gain recognized on the acquisition
of a mixed-use entertainment complex in Germany.

Further details relating to the significant acquisitions described above that were completed during the six months ended
June 30, 2018 are provided in Note 4 of this interim report.

Dispositions

Recent asset sales across our listed issuers, particularly our Chilean electricity transmission operation, our European logistics
business, several office properties and a joint venture interest within our real estate brokerage services business resulted in the
absence of revenues and net income of $78 million and $97 million, respectively in the second quarter of 2018.

Inaddition to the asset sales described above, the absence of revenues and net income from an office property in Midtown Manhattan
sold during the second quarter of 2017 are reflected in the results for the six months ended June 30, 2018.

Fair Value Changes

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

Three Months Ended Six Months Ended
(FI\(/I’IRLE%\IPS%RIODS ENDED JUN. 30 2018 2017 Change 2018 2017 Change
Investment properties..........coeeeeveerenverenuennnn $ 394 §$ 412 $ (18) $ 864 $ 389§ 475
Transaction related gains, net of deal costs... 443 26 417 977 125 852
Financial contracts .........ccccoceeeeereecneceennnne. 176 (124) 300 a7 (314) 297
Impairment and provisions...........ccceecevueeene (14) (36) 22 (51) (80) 29
Other fair value changes ...........c.cocccevvneennne (166) (65) 1o1) (368) 11n) (257)
Total fair value changes ...........cccccevereeennenene $ 833 §$ 213§ 620 $ 1,405 § 9 $ 1,396
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:

Three Months Ended Six Months Ended
(VLN RS ENDED JUN. 30 2018 2017 Change 2018 2017 Change
Core OffiCC..uviieieieiere e $ 14 $ (10) $ 24 $ 68 § (349) § 417
Opportunistic and other.........c..cccceoveveerennenne. 380 422 42) 796 738 58
$ 394 § 412 $ (18) $ 864 $ 380 §$ 475

We discuss the key valuation inputs of our investment properties on page 53.
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Core Office

Appraisal gains in the current quarter totaled $14 million. Higher valuations on certain properties in the U.K. and Australia, where
we benefited from changes in assumptions as the properties neared construction completion, were offset by changes in valuation
metrics which led to lower valuations for various U.S. office properties.

Valuation losses of $10 million in the prior year quarter were primarily attributable to reduced leasing activity in the commodity-
based markets of Houston and Calgary, partially offset by improved cash flow projections.

The six-month appraisal gains also include increases in market rents at two office properties in Sydney.
Opportunistic and Other
Appraisal gains totaled $380 million in the quarter due to:

*  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; and

* tightening of discount and terminal capitalization rates across our U.S. industrial properties, particularly in the southern
California and U.S. northeast markets, as valuation assumptions were updated to reflect the de-risking of development
properties upon meeting construction milestones; partially offset by

* lower cash flow projections at our opportunistic retail properties due to decreases in occupancy levels.

In the prior year quarter, valuation gains of $422 million pertained to increases in cash flow projections and the impact of recent
appraisals in our industrial and multifamily portfolios.

The six-month gain also includes gains on our manufactured housing portfolio for which the original appraisal model was updated
during the first quarter.

Transaction Related Gains, Net of Deal Costs
Transaction related gains of $443 million in the second quarter of 2018 relate primarily to:

+ a $477 million gain following the extinguishment of outstanding debt relating to a hospitality asset and a $25 million gain
related to the acquisition of a mixed-use entertainment complex in Germany; partially offset by

»  deal costs of $59 million across the company.

The year-to-date gains also include the recognition of previously unrecognized tax assets following the acquisition and restructuring
of two businesses.

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 gains of $176 million in the current quarter relate primarily to the mark-to-market movements on our interest rate
swaps, cross-currency swaps and commodity derivatives as well as fair value changes on currency hedges which do not qualify
for hedge accounting.

The prior period losses relate to the valuation of our power, interest rate and foreign currency contracts.
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Income Taxes

We recorded an aggregate income tax expense of $339 million in the second quarter of 2018, compared to $119 million in the
same period of 2017, including current taxes of $136 million (2017 — $88 million) and a deferred tax expense of $203 million
(2017 — $31 million).

The increase in income tax expense relates primarily to a higher level of income earned in the quarter and a higher effective tax
rate primarily attributable to differences in tax rates in the jurisdictions in which we operate. The difference will vary from period
to period depending on the relative proportion of income in each country.

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.

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

Three Months Ended Six Months Ended
FOR THE PERIODS ENDED JUN. 30 2018 2017  Change 2018 2017  Change
Statutory iNCOME taX Tate.........cceeereeurruirieereeinieieereeeereeeneneenes 26% 26% —% 26% 26% — %
Increase (reduction) in rate resulting from:
Portion of gains subject to different tax rates...........c.cocvvrerenne — 1 ) “) 3 @)
Change in tax rates and new legislation ..........cccocceeceneincnnne — — — ®) — (5)
International operations subject to different tax rates.............. 1 6) 7 1 2) 3
Taxable income attributed to non-controlling interests........... 6) @) 1 o) O]
Derecognition (recognition) of deferred tax assets.................. @) (@) 3) ?2) 6)
Non-recognition of the benefit of current year’s tax losses..... — 4 4) 2 5 3)
ONET ..o 3 A3) 6 ) 3) 2
Effective iNCOmME taX rate.......ccecveeeieierierienienieseeeeeeeeeeeeeaenes 17% 11% 6% 12% 14% (2)%

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 associated tax provision of these entities. In other words, we are consolidating all of the net income, but only our share
of their tax provision. This gave rise to a 6% and 7% 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 1% increase
in our effective tax rate in the current quarter, compared to a 6% reduction in the prior year quarter. 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 June 30, 2018 and December 31, 2017:

AS AT JUN. 30, 2018 AND DEC. 31,2017
(MILLIONS) 2018 2017 Change

Assets

Investment properties $ 58437 $§ 56870 $ 1,567

Property, plant and equipment 55,698 53,005 2,693
Equity accounted INVESLMENTS ........c.coeruiirieiiiriiinieiriete ettt ettt eaeeene 30,025 31,994 (1,969)
Cash and cash equIVAlENLS . .........coiiiiiiiiiie s 5,913 5,139 774
Accounts receivable and other 12,656 11,973 683
INTANGIDIC ASSELS ...ttt ettt ettt ettt sttt 13,423 14,242 (819)
OtNET ASSELS...evtivieeierieieriesiesteetiet e et et et etestessessestesseeseeseeseeseessessessassessesseesaessessessessessensensens 23,016 19,497 3,519
TOEAL ASSEES .......ooveieiieiicie ettt ettt e et e et e et e e b e e tbesaaesteesbeesbeenbeenseenbeenbeenaeenns $ 199,168 $ 192,720 $ 6,448
Liabilities -
Borrowings and other non-current financial liabilities...........ccceoeveirerninieinennceeene $ 95608 $ 88,867 $ 6,741
OthEr HADIIIEIES ......veeevieeee ettt ettt e et eaeeete et e eteenaeeneeeneeereeeneeereas 24,390 23,981 409
Equity
Preferred @QUILY ....e.eiveieeiieiieie ettt 4,192 4,192 —
Non-controlling interests... 50,597 51,628 (1,031)
COMUMON EUILY .ttt ettt ettt ettt ettt ettt ettt sa et et ettt be ettt ebesnenes 24,381 24,052 329
TOtAl EQUILY .......cvoviiiiiccceceeee ettt ettt et e s be s aesbeeseeseesae st e s esenas 79,170 79,872 (702)

$ 199,168 $ 192,720 § 6,448

June 30, 2018 vs. December 31, 2017

Consolidated assets at June 30, 2018 were $199.2 billion, an increase of $6.4 billion since December 31, 2017. The increases
noted in the table above are largely attributable to $12.6 billion of assets acquired through business combinations, increases in the
fair value of our investment properties and additions to our fixed asset portfolios, including ongoing construction of existing assets
and asset purchases. Further details on business combinations are provided in Note 4 to the consolidated financial statements.

During the first six months of 2018, we also sold $3.5 billion of assets, primarily within our Real Estate and Infrastructure segments,
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 June 30, 2018, increased by
$1.6 billion, primarily due to:

» acquisitions of $3.0 billion, including new investments in our 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 $1.0 billion as we enhanced or expanded numerous properties through capital expenditures; and

»  appraisal gains recorded in fair value changes of $864 million, largely within our opportunistic portfolio (refer to pages 16
and 17 for further information); partially offset by

*  the $1.1 billion impact of decreasing foreign exchange rates; and

»  sales or reclassifications of $2.2 billion, including the partial sale of an office property in Toronto and the reclassification of
a number of properties to held for sale, including 112 storage properties across the U.S., a terminal building in Toronto and
an office tower in Ottawa.

We provide a continuity of investment properties in Note 8 of this interim report.
Property, plant and equipment increased by $2.7 billion primarily as a result of:

e acquisitions of $4.9 billion, mainly within our real estate, renewable power and infrastructure businesses including wind and
solar assets in Europe, a portfolio of extended-stay hotels across the U.S., hotel properties in Washington and Florida as well
as our acquisition of a Colombian natural gas distribution and commercialization business; and
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» additions of $820 million primarily related to growth capital expenditures across our renewable power and infrastructure
businesses; partially offset by

*  the negative impact of foreign currency translation of $1.4 billion; and

»  sales and depreciation in the period, including the impact of reclassifying $693 million to assets held for sale as part of the
expected sale of certain South African wind and solar assets within our Renewable Power segment.

We provide a continuity of property, plant and equipment in Note 9 of this interim report.
The decrease of $2.0 billion in equity accounted investments is primarily due to:
»  the sale of our $1.0 billion Chilean electricity transmission operation as well as valuation losses at GGP;

« thereclassification of two entities in our Real Estate and Corporate segments after increasing our ownership, thereby gaining
control during the period,;

»  distributions received and returns of capital of $831 million; and

» the impact of foreign exchange of $891 million as the U.S. dollar appreciated against nearly all major currencies in which
we operate; partially offset by

e $540 million of additions, relating primarily to the acquisition of a European student housing portfolio in our real estate
business and various additions across our other operating segments; and

*  our share of comprehensive income of $638 million.

Cash and cash equivalents increased by $774 million as at June 30, 2018 compared to 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.

Other assets are comprised of inventory, goodwill, deferred income tax assets, assets classified as held for sale and other financial
assets. The increase of $3.5 billion is primarily a result of:

* acquisitions completed in the year, adding $2.8 billion to other assets including $1.2 billion of goodwill, $829 million of
deferred income tax assets and other financial assets of $721 million; and

* an increase in assets held for sale of $838 million, primarily attributable to the aforementioned reclassification of certain
South African wind and solar assets in our Renewable Power segment.

Borrowings and other non-current financial liabilities consist of our non-recourse borrowings, corporate borrowings, subsidiary
equity obligations, non-current accounts payable and other long-term liabilities that are due after one year. The increase of
$6.7 billion since year end is primarily related to increases in borrowings as a result of:

*  $6.9 billion in additional property-specific borrowings due to acquisitions across our businesses, specifically in our Real
Estate and Renewable Power segments, and debt refinancings in various businesses, including our graphite electrodes
manufacturing business and our Brazilian regulated gas transmission business, partially offset by the impact of decreasing
foreign exchange rates; and

e $765 million increase in corporate borrowings due to a $1 billion corporate debt issuance in the first quarter, partially offset
by the impact of decreasing foreign exchange rates and the absence of draws on the corporate revolving facility; partially
offset by

e a$902 million decrease in subsidiary borrowings due to the repayment of amounts previously drawn on revolving or term
bank facilities, particularly within our infrastructure and real estate businesses, and the impact of decreasing foreign exchange
rates.

Refer to Part 4 — Capitalization and Liquidity for more information.
Equity

The significant variances in common equity and non-controlling interests are discussed below. Preferred equity is discussed in
Part 4 of this report.
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Common Equity

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

?NS[IQIII?)T\I%)FOR THE SIX MONTHS ENDED JUN. 30, 2018 Total
Common equity, beginning Of PETIOQ .......c.ccuiveuiiriiiiiiiieeere ettt $ 24,052
Changes in period
Changes in aCCOUNTING POLICIES ......e.veuiriiuiriiieiiiteietit ettt ettt ettt sttt sa et ettt ettt b et be et e b e bt sa et ebenenene (218)
Net INCOME t0 SNATCROLACTS ........ievieiieiieieieieieeese ettt e e teete et e e e et essessesbesseeseeseeseessessensansensensessessessenseensans 1,537
Common dividends (287)
Preferred dividends (76)
FOreign CurrenCy tranSIatioN ........c..cceerieuirieiitiniet ettt ettt ettt ettt et b ettt s bt b ettt b e e et et et bt st et et e e st saeneenen (739)
Other COMPIENENSIVE TNCOMIC. .......eueiuieteuietitetietes ettt et ete ettt et et eteetes e ete e eseaeese et eaeesestene et e eeseeseneebe e eseeseneebenseneabeneesenseneane 235
Share repurchases, net Of iISSUANCES AN VESTINEZ ......ccverueriiriiriieieiieteierteste ettt ettt ettt sae e st et et e bestesbesbeeneeseeneenean (196)
OWNETShip ChanGEs ANA OTNET .......cc.ecvieiieiiciieieieee ettt et e et eete e e e b et e sessesseeseeseeseessensensensansesseeseeseeseenes 73
329
Common eqUity, €A OF PEIIOM .....ccviruiiuiieieieieiee ettt ettt e bttt e st es et e b e tesbesbesbeebeeseentensenbebenbesbeebeeseeneeneenes $ 24,381

Common equity increased by $329 million to $24.4 billion during the six-month period ended June 30, 2018. The change includes:

a reduction in opening common equity of $218 million to reflect the adjustments required to transition to IFRS 15 Revenue
from Contracts with Customers (“IFRS 15”), and IFRS 9 Financial Instruments (“IFRS 9”);

net income attributable to shareholders of $1.5 billion during the first six months of 2018;

other comprehensive losses of $504 million, mostly attributable to foreign currency translation losses of $739 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;

share repurchases, net of issuances and vesting, of $196 million, which included $211 million paid to repurchase 5.2 million
Class A common shares (“Class A shares”), of which $160 million was to fund long-term compensation plans; and

ownership changes and other mostly relating to the partial disposition of our graphite electrode manufacturing business
through an initial public offering (“IPO”), which we continue to consolidate following the IPO.

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:

iﬁlﬁ{{ggs.fo, 2018 AND DEC. 31, 2017 2018 2017
Brookfield Property Partners L.P. ..........ccoioiiiriiiiiiniiiieiniencnc ettt $ 20806 $ 19,736
Brookfield Renewable Partners L.P. ......c.oooiiiiiiiiiieeeee e s 9,926 10,139
Brookfield Infrastructure Partners L.P. ..........ccoooiiiiiiiieeeeee e 10,354 11,376
Brookfield BuSINESS Partners L.P........c.ooiiiiiiiiiiieiieieeeeeeee ettt ettt e et st eeeeaaeeeseaareeeens 3,049 4,000
Other partiCipating INEEIESES ........c.evveutruirieierteirierietertet ettt es et ettt st et b et s e te st e b e sees e et eseebesteseebe st ebeseseabeneas 6,462 6,377

$ 50597 $ 51,628

Non-controlling interests decreased by $1.0 billion to $50.6 billion as at June 30, 2018, primarily due to:
*  $3.4 billion of distributions to non-controlling interests; partially offset by

*  comprehensive income attributable to non-controlling interests which totaled $550 million; 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 $408 million; and

*  net equity issuances to non-controlling interests totaling $1.5 billion.
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FOREIGN CURRENCY TRANSLATION

Approximately half of our capital is invested in non-U.S. currencies and the cash flow generated from these businesses, as well
as our equity, is 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:

Average Rate

Period End Rates Three Months Ended Six Months Ended
AN FOR THE PERIODS ENDED TN, 30 2018 2017 Change 2018 2017 Change 2018 2017 Change
Australian dollar 0.7809 %)%  0.7566 0.7508 1% 07712 0.7545 2%

Brazilian real' ............cco.cooeooee... . 3.3080 14)%  3.6062 3.2175 1D)%  3.4270 3.1807 (7%
British pound. .........cccocecenniecnne . 1.3521 2%  1.3600 1.2800 6% 13760 1.2597 9%
Canadian dollar..........c.ccccuueeee. . 0.7953 @)% 07749  0.7439 4% 0.7828 0.7497 4%

1. U.S. dollar to Brazilian real

As at June 30, 2018, our IFRS net equity of $24.4 billion was invested in the following currencies: United States dollars — 54%;
Brazilian reais — 14%; British pounds — 15%; Australian dollars — 8%; Canadian dollars —4%; and other currencies — 5%. Currency
exchange rates relative to the U.S. dollar at the end of the second quarter 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:

Three Months Ended Six Months Ended
(MILLIONS) | > ENDED JUR.30 2018 2017 2018 2017
Australian dollar........c.ccoeeiiiiiini e $ (216) $ 49 3 (335 $ 381
Brazilian real.........oceoeririeenniieinieceen ettt (2,057) (709) (2,127) (525)
British pound.........ccccoiviiiiiiiiiiiiii s (544) 320 (211) 445
Canadian dolIar...........cccccvririiiininieiiecreee s (51) 251 (264) 343
OBDCT. oo (541) (72) (78) 279
(3,409) (161) (3,015) 923
CUITENCY NEAEES' ...ovvvoeoveecves s 722 (569) 632 (1,010)
$ (2,687 $ (730) $  (2,383) $ (87)
Attributable to: -
ShArEhOIAETS .....veeiieieee e $ (778) $ (170) $ (739) $ 41
Non-controlling INTETESS ..........c.ecvieriereeieieieierieere et r e sae e (1,909) (560) (1,644) (128)

$ (2,687 § (730) $  (2,383) $ 87)

1. Net of deferred income taxes of $36 million for the three months ended June 30, 2018 and $41 million for the six months ended June 30, 2018

Lower period end rates for our non-U.S. dollar investments, particularly the Brazilian real which decreased 14% from the beginning
of the year, reduced our equity net of currency hedges for the three and six months ended June 30 by $2.7 billion and $2.4 billion,
respectively. 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. 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.

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 2016
(MILLIONS. EXCEPT PER SHARE AMOUNTS) Q2 Ql Q4 Q3 Q2 Ql Q4 Q3
Revenues’ ........o.coooeoeeovereeeeeeneen $ 13,276 $ 12,631 $ 13,065 $ 12,276 $ 9,444 § 6,001 $ 6935 $ 6,285
Net INCOME......c.oovveeveeieieeierriereenne 1,664 1,855 2,083 992 958 518 97 2,021
Net income (loss) to shareholders ... 680 857 1,046 228 225 (37) 173 1,036
Per share -
— diluted $ 062 $§ 084 $ 102 $ 020 $ 0.19 $ (008 $ 014 $ 103

—bASIC . 0.64 0.85 1.05 0.20 0.20 (0.08) 0.15 1.05

1. Prior period 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 2016
FOR THE THREE MONTES ENDED Q2 Ql Q4 Q3 Q2 Q1 Q4 Q3
Fair value changes ............ccccoevevnnne. $ 83 § 572 8 280 $ 132 $§ 213 § (204) $ (488) $ (59)
TNCOME tAXES ...ovvrrerceoerreereeeseeee (339) (153) (110) (259) (119) (125) @11) 992

Net impact $ 494 § 419 § 170§ (127) $ 94 § (329) § (699) § 933

Over the last eight completed quarters, the factors discussed below caused variations in revenues and net income to shareholders
on a quarterly basis:

*  Theincrease 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
appraisal 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.

* Inthe 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.
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The increase in revenues in the fourth quarter of 2017 is attributable to organic 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 provider.

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.

In the fourth quarter of 2016, the effect of overall increases in revenues across our businesses was offset by an impairment
of $530 million on certain financial assets as a result of lower valuations based on stock market prices in our private
equity operations.

In the third quarter of 2016, we recognized a $900 million tax recovery which resulted from a reduction in effective tax rates
arising from the restructuring of certain of our U.S. real estate operations, of which $600 million was attributable
to shareholders.
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CORPORATE DIVIDENDS

The dividends paid by Brookfield on outstanding securities during the first six months of 2018 and the same period in 2017 and
2016 are summarized in the following table:

Distribution per Security

2018 2017 2016
Class A and B' Limited Voting Shares (“Class A and B Shares”™) ...........oooeeveerereverereeenren. $ 030 $ 028 $ 0.26
Special distribution to Class A and Class B shares™” — 0.11 0.45
Class A Preferred Shares
SEIIES 2..ieteitieetieete ettt et et e et e et e et e et e e teeete e seeebeebeesbeeaseesseesseesaeessaseesseeseebeenreenseenreenes 0.23 0.18 0.18
SEIIES 4 SEIIES 7T .ttt ettt sttt b ettt b et b e ebe e b b 0.23 0.18 0.18
Series 8 0.33 0.25 0.25
Series 9 0.27 0.26 0.36
SEIIES 131ttt ettt ettt b ettt b et bbb 0.23 0.18 0.18
SEIIES 1A% .oooooieeeet ettt — — 0.11
SEIIES 15, ettt ettt ettt et e te e be e beebeeabeesbeeabeesaeessesseesseereebeenreenseenreenns 0.19 0.12 0.12
SEIIES 17ttt b ettt ettt eb et be s 0.46 0.45 0.45
SETIES 18ttt ettt b e bbbttt 0.46 0.45 0.45
Series 24’ 0.29 0.28 0.51
Series 25° 0.32 0.26 —
SEIIES 267 ..ot 0.34 0.37 0.42
SEIIES 28 ..ottt 0.27 0.43 0.43
SEIIES 0.ttt ettt ettt b et b et 0.46 0.45 0.45
SETIES 32ttt sttt ettt b bbbt e b e a et 0.44 0.42 0.42
SEIIES 34 .ttt ettt ettt e et e et et este e be e beebe et e erbeetbeetaeetb e beeete e reebeenbeeteenraenes 0.41 0.39 0.40
SEIIES 30, ettt b et b et 0.47 0.45 0.46
SETIES 37ttt ettt bbbt bbbttt 0.48 0.46 0.46
SEITES 38ttt ettt ettt b ettt bbbttt b ettt nenan 0.43 0.41 0.41
SEITES 4.ttt ettt ettt ettt et sttt ettt s s s tenenenes 0.44 0.42 0.42
SEIIES 42, ettt ettt b et ae st b ettt s et s b b et et s et st b et ese et b sese s s teneesenas 0.44 0.42 0.42
Series 44.... 0.49 0.47 0.47
SEIES 46° ...t 0.47 0.55 —
SEIIES 48 ...ooooeeeeees et 0.46 — —

Class B Limited Voting Shares (“Class B shares™)

Distribution of one common share of Trisura Group Ltd. for every 170 Class A Shares and Class B Shares held as of the close of business of June 1, 2017
Distribution of a 20.7% interest in Brookfield Business Partners on June 20, 2016, based on IFRS values

Redeemed March 1, 2016

1,533,133 shares were converted from Series 24 to Series 25 on July 1, 2016

Dividend rate reset commenced April 1,2017

Dividend rate reset commenced July 1, 2017

Issued November 18, 2016

Issued September 13,2017

WO R W~

Dividends on the Class A and Class B shares are declared in U.S. dollars whereas Class A Preferred share dividends are declared
in Canadian dollars.
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PART 3 — OPERATING SEGMENT RESULTS
BASIS OF PRESENTATION

How We Measure and Report Our Operating Segments

Our operations are organized into our asset management business, five operating groups and our corporate activities, which
collectively represent seven operating segments for internal and external reporting purposes. We measure operating performance
primarily using FFO generated by each operating segment and the amount of capital invested by the corporation in each segment
using common equity.! Common equity relates to invested capital allocated to a particular business segment which we use
interchangeably with segment common equity. We also provide ENI as a supplement to FFO for our Asset Management segment
to assess operating performance, including the fee revenues' and carried interest generated on unrealized changes in value of our
private fund investment portfolios.

Our operating segments are global in scope and are as follows:

i.  Asset management operations include managing our listed partnerships, private funds and public securities on behalf of our
investors and ourselves. We generate contractual base management fees for these activities as well as incentive distributions
and performance income, including performance fees, transaction fees and carried interest. Common equity in our asset
management segment is immaterial.

ii. Real estate operations include the ownership, operation and development of core office, core retail, opportunistic and other
properties.

iii. Renewable power operations include the ownership, operation and development of hydroelectric, wind, solar, storage and
other power generating facilities.

iv. Infrastructure operations include the ownership, operation and development of utilities, transport, energy, data infrastructure
and sustainable resource assets.

v.  Private equity operations include a broad range of industries, and are mostly focused on construction, other business services,
energy and industrial operations.

vi. Residential development operations consist of homebuilding, condominium development and land development.

vii. Corporate activities include the investment of cash and financial assets, as well as the management of our corporate
capitalization, including corporate borrowings and preferred equity, which fund a portion of the capital invested in our other
operations. Certain corporate costs such as technology and operations are incurred on behalf of our operating segments and
allocated to each operating segment based on an internal pricing framework.

In assessing results, we separately identify the portion of FFO and common equity within our segments that relate to our primary
listed partnerships: BPY, BEP, BIP and BBU. We believe that identifying the FFO and common equity attributable to our listed
partnerships enables investors to understand how the results of these public entities are integrated into our financial results and is
helpful in analyzing variances in FFO between reporting periods. Additional information with respect to these listed partnerships
isavailable in their public filings. We also separately identify the components of our asset management FFO and realized disposition
gains' included within the FFO of each segment in order to facilitate analysis of variances in FFO between reporting periods.

1. See definition in Glossary of Terms beginning on page 55
Q22018 INTERIM REPORT 26



SUMMARY OF RESULTS BY OPERATING SEGMENT

The following table presents revenues, FFO and common equity by segment on a period-over-period basis for comparative purposes:

Revenues' FFO Common Equity

AND FOR HIE THREE MONTHS ENDED JUN. 30

(MILLIONS) 2018 2017 Change 2018 2017 Change 2018 2017 Change
Asset management...........coeceeveveneenee. $ 380 $ 353 § 27 $ 241 $ 231 $ 10 $ 334 $ 312 § 22
Real estate.......ccoceeveeireneirieieieene 1,803 1,757 46 206 661 (455) 17,116 16,725 391
Renewable power ........ccceeeveeeeeennne 901 654 247 66 65 1 4,549 4,944 (395)
Infrastructure .........ccocevveveeneeerienene 1,144 1,042 102 86 84 ) 2,592 2,834 (242)
Private equity......cccoeevererererereennns 8,804 5,453 3,351 282 62 220 4,204 4215 (11)
Residential development ................... 686 499 187 14 (30) 44 2,601 2,915 (314)
Corporate activities.........ocveveeeerennnne. 47 73 (26) (105) 47) (58) (7,015)  (7,893) 878
Total ..o $13,765 $9.831 $3934 $ 790 $ 1,026 $ (236) $24,381 $24.052 $ 329

Total revenues and FFO were $13.8 billion and $790 million in the current quarter compared to $9.8 billion and $1.0 billion, in
the prior year quarter, respectively. FFO includes realized disposition gains of $132 million in 2018 compared to $464 million
in the prior year quarter.

Revenues increased by $3.9 billion to $13.8 billion in the current period, primarily as a result of:

*  recent acquisitions, in particular a road fuel distribution business acquired partway through the second quarter of 2017 in our
Private Equity segment; and

*  organic growth, including the impact of improved pricing in our graphite electrode manufacturing business and additional
home closings in our North American residential business; partially offset by

« the absence of revenues from Norbord which was consolidated up until the fourth quarter of 2017 at which time we sold a
partial interest and therefore no longer hold a controlling interest in the business.

FFO excluding disposition gains increased by $96 million from the prior year quarter primarily due to:
»  continued expansion of our asset management activities;

»  contributions from recent acquisitions;

« additional home closings and higher margins in our North American residential business;

e same-property leasing growth; and

* improved pricing in our graphite electrode manufacturing business and Norbord.

We recorded realized disposition gains in 2018 in our Private Equity segment, in particular gains of $89 million relating to the
partial disposition of our graphite electrode manufacturing business through an initial public offering. The sale of a New York
office property generated $469 million in the prior year quarter.

Common equity increased by $329 million to $24.4 billion due to contributions from earnings across our businesses and increases
in cash and financial assets, partially offset by the impact of decreasing foreign exchange rates.

Further details on segment revenues, FFO and common equity are discussed in the following sections.
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Asset Management

Fee Bearing Capital

The following table summarizes fee bearing capital:

VI LioNg) > 2018 AND DEC. 31, 2017 PanneI;sltslti;(: PIE“S/I?&Z seciﬁtt)}ég Total 2018  Total 2017
REAL ESLALC ...t $ 19,216 $ 27,665 $ — 3 46,881 $ 41,636
Renewable POWET ........cocveiiieiinininireeceeee e 15,587 7,587 — 23,174 23,930
INfrastructure ..........cooveieiiiiiie e 16,974 16,692 — 33,666 38,751
Private equity......cccceveeieierieiereseseeeeeeeeeee e 4,052 5,091 — 9,143 8,618
DIVErSified .....cvoovievierieiiiieieieceee et — — 16,438 16,438 12,655
June 30, 2018 .........cooiiiiiee $ 55,829 § 57,035 $ 16,438 § 129,302 n/a
December 31, 2017 ..o m m m ~  1n/a m

Fee bearing capital increased by $2.3 billion during the quarter. The principal changes are set out in the following table:

ZstH/E{ AND )FOR THE THREE MONTHS ENDED JUN. 30, 2018 Partnel;si}sltif)(sl PEIII/ I;“é: Secﬁ?i?ilég Total
Balance, March 31, 2018.........cvoieieieeieeeeeeeeeereeeeeeeeeee e $ 56,195 $ 55,687 % 15,083 $§ 126,965
INTIOWS ..ottt ettt s ettt b st te b ssenis 655 1,732 1,842 4,229
OULTIOWS 1.ttt ettt se et s et b st sere b seenis — — (1,360) (1,360)
DISTIIDULIONS ...ttt ettt se et se et re b seenas (704) (400) — (1,104)
Market ValUation. .........ccerueirieirinieiee e (447) 52 873 478
OBNET ..ttt ettt s ettt sttt ebeseenis 130 (36) — 94
CRANEE ...ttt ettt s ettt s et et et esennns (366) 1,348 1,355 2,337
Balance, June 30,2018 ...............ccooiiiiiiie e $ 55,829 $ 57,035 $ 16,438 § 129,302

Listed partnership capital increased by $0.3 billion, excluding quarterly distributions, due to:
*  $650 million of inflows related to equity issued by TERP; and

*  an increase in recourse net debt due to drawings on listed partnership credit facilities used to fund transactions; partially
offset by

*  lower unit prices at BIP and BEP.
Private fund capital increased by $1.3 billion, primarily due to:

*  $1.7 billion of inflows, including $0.9 billion of commitments to our third flagship real estate fund and $0.6 billion to our
open-ended real estate funds; partially offset by

*  $0.4 billion of distributions and capital returned during the quarter.
Public securities capital increased by $1.4 billion, due to:

*  $1.8 billion of inflows, including $1.0 billion in new managed accounts and subscriptions into our energy and real estate
mutual funds, as well as additional inflows from retail and institutional clients; and

*  $0.9 billion increase in market value of investments across our public securities funds; partially offset by

*  $1.4 billion of redemptions, including client reallocations out of infrastructure funds due in part to recent volatility within
the infrastructure market.
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Carry Eligible Capital'

Carry eligible capital increased during the quarter to $46.9 billion as at June 30, 2018. This represents an increase of $1.3 billion
from commitments to new funds, partially offset by capital that was returned to investors following asset dispositions.

As at June 30, 2018, $25.8 billion of carry eligible capital has already been deployed (December 31, 2017 — $24.2 billion). This
capital is either currently earning carried interest or will begin earning carried interest once its related funds have reached their
preferred return threshold. There is currently an additional $21.1 billion of uncalled fund commitments that will begin to earn
carried interest once the capital is deployed and fund preferred returns are met (December 31, 2017 — $18.2 billion).

Operating Results

Asset management revenues include fee related earnings' and realized carried interest earned by us in respect of capital managed
for investors, including the capital invested by us in the listed partnerships. This is representative of how we manage the business
and measures the returns from our asset management activities.

To facilitate analysis, the following table disaggregates our Asset Management segment revenues and FFO into fee related earnings,
realized carried interest, net', and unrealized carried interest, net, as these are the measures that we use to analyze the performance
of the Asset Management segment. We have provided additional detail, where referenced, to explain significant variances from
the prior period.

Revenues FFO / ENI
{I\(lei H—(I)EN’I;I)-IREE MONTHS ENDED JUN. 30 Ref 2018 2017 2018 2017
Fee related €arnings. ........ooceovverieerieirieneenieeee e i $ 377 $ 353 $ 239 § 231
Realized carried interest ii 3 — 2 —
$ 380 $ 353 241 231
Less: Realized carried interest, Net............coocovvivivivininiinnniinninccnn, - ) —
Unrealized carried interest, Net! ......o.veiveeeeeeeeeeeeeeeeeeeeseseeseeseeeeeone iii 95 125
ECONnOMmMIC NEt INCOIME ......ocvvviieeieeieeeieeeeeeeeeeee e $ 33§ 356
i. Fee Related Earnings
{ﬁﬁ{{g}gsg{REE MONTHS ENDED JUN. 30 2018 2017
Fee revenues
Base Management fEES........cuiue ittt $ 284 $ 268
INCENEIVE ISTIIDULIONS ...eeuvieeieiietieieete et ete et e ette e e st et e et eteesseesseesseasaeesseesaessaesseenseesseenseenseenseensanns 50 37
Performance fees .......... 41 25
Transaction and AdVISOTY fEES.......c.eiiririieieierteereet ettt ettt ettt st st sbe st se et e e senbenas 2 23
377 353
) o A T R 12 T 011 1 T PP (138) (122)
Fee related earnings $ 239 § 231

Fee related earnings increased by $8 million from the prior year quarter as a result of increased performance fees and continued
growth in base management fees and incentive distributions. The increases were partially offset by the absence of one-time advisory
fees in the prior year relating to co-investments.

*  Base management fees of $284 million in the quarter include fees earned from our listed partnerships, private funds and
public securities businesses. The increase of $16 million is due to:

o $16 million increase in private funds fees due to $7.5 billion of funds raised for our third flagship real estate fund that
was partially offset by the reclassification of office funds subsequent to the second quarter of 2017; and

o $9 million increase in public securities fee revenues of an energy and infrastructure investment advisor acquired in the
first quarter of 2018; partially offset by

o $9 million decline in listed partnership fees due to lower capitalization at BIP and BPY.

1. See definition in Glossary of Terms beginning on page 55
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+  Incentive distributions from BIP, BEP and BPY increased by $13 million to $50 million, a 35% increase from 2017. The
growth represents our share as manager of increases in per unit distributions by BIP, BEP and BPY of 8%, 5% and 7%,
respectively, as well as the impact of equity issued by BIP and BEP.

*  Performance fees of $41 million represent fees earned from BBU and are calculated on an escalating threshold as 20% of the
quarterly average unit price over the previous threshold. In the second quarter of 2018, BBU’s unit price continued to increase
and following the fee earned in the quarter, the threshold was revised upwards to $38.31.

»  Direct costs and other consist primarily of employee expenses and professional fees, as well as business related technology
costs and other shared services. Direct costs increased by $16 million year over year as we continue to build out our organization
to support current and future growth.

The margin on our fee related earnings, excluding the impact of BBU performance fee and transaction and advisory fees, was
59% in the current year period compared to 60% in the prior year quarter.

ii. Realized Carried Interest

We do not recognize carried interest until the end of the relevant determination period under IFRS, which typically occurs at or
near the end of a fund term when the amount of carried interest to be recognized is no longer subject to future investment
performance. We do, however, provide supplemental information and analysis below on the estimated amount of unrealized carried
interest that has accumulated based on fund performance up to the date of the financial statements.

We realized $2 million of carried interest, net of direct costs during the quarter (2017 — $nil).
iii. Unrealized Carried Interest

The amounts of accumulated unrealized carried interest' and associated costs are shown in the following table:

2018 2017
Unrealized . Unrealized ]
AS AT AND FOR THE THREE MONTHS ENDED JUN. 30 Carried Direct Carried Direct
(MILLIONS) Interest Costs Net Interest Costs Net

Accumulated unrealized, beginning of period ... $ 2,416 $ (760) $ 1,656 $ 1,064 $ (354) $ 710
In-period change

Unrealized in period ........ccccoooovvvervrrverrn. 219 (48) 171 181 35) 146
Foreign currency revaluation............c.cccceeueee. (105) 29 (76) (26) 5 (21)
114 (19) 95 155 (30) 125

Less: realized .......cccoovveeveecveeciieiiceceeeeenen A3) 1 ?2) — — —
111 (18) 93 155 (30) 125

Accumulated unrealized, end of period.......... $ 2,527 $ (778) $ 1,749 § 1,219 § (384) § 835

1. Unrealized carried interest generated in period is defined in the Glossary of Terms on page 55 and represents management’s estimate of carried interest if funds were
wound up at period end. Amounts that will be realized are dependent on future investment performance

Favorable investment performance in our private funds generated $219 million of unrealized carried interest during the quarter,
compared with $181 million in the prior year quarter. This was partially offset by $105 million of foreign exchange losses compared
with $26 million in the prior year quarter, which was largely due to the depreciation of South American currencies relating to
assets within our real estate and infrastructure funds.

We generated unrealized carried interest across our major funds. Highlights include:

*  $89 million within our flagship real estate funds, reflecting particularly strong performance by our Indian office parks portfolio
and our U.S. logistics business;

*  $67 million from our flagship infrastructure funds; and
*  $63 million within our fourth flagship private equity fund, primarily from our graphite electrodes manufacturing business.

Accumulated unrealized carried interest totaled $2.5 billion at June 30, 2018. We estimate that approximately $778 million of
associated costs will arise on the realization of the amounts accumulated to date, predominantly associated with employee long-
term incentive plans and taxes. We expect to recognize $1.2 billion of this carry within the next three years. Recognition of this
carried interest is dependent on future investment performance.
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Real Estate

Summary of Operating Results

The following table disaggregates segment revenues, FFO and common equity into the amounts attributable to our ownership
interests in BPY, other real estate investments and realized disposition gains to facilitate analysis. We have provided additional
detail, where referenced, to explain significant movements from the prior period.

AS AT JUN. 30, 2018 AND DEC. 31, 2017 Revenues FFO Common Equity
I ToNg) | HREE MONTHS ENDED JUN. 30 g of 2018 2017 2018 2017 2018 2017
Brookfield Property Partners
Equity units'...........ccoocovvererrernn. i 8 1,629 § 1,489 $ 170 $ 173 $ 15642 $ 15388
Preferred shares ..........cccoeevveeveennnns 19 19 19 19 1,265 1,265
1,648 1,508 189 192 16,907 16,653
Other real estate investments.............. 155 249 11 5 209 72
Realized disposition gains.................. il — — 6 464 — —
$ 1,803 § 1,757 $ 206 $ 661 $ 17,116 $ 16,725
1. Brookfield’s equity units in BPY consist 0of432.6 millimcmimem, émnspecial limitedpaTship

units and 0.1 million general partnership units, together representing an effective economic interest' of 69% of BPY

Revenues and FFO, prior to disposition gains, from our real estate operations increased by $46 million and $3 million, respectively.
These changes are primarily attributable to:

*  same-property growth throughout our portfolio; partially offset by

* incremental one-time contributions in the prior year quarter from a settlement gain related to historic legal disputes and
ancillary revenue from condominium sales.

Prior year results included higher realized disposition gains relating primarily to the sale of 245 Park Avenue in New York.

i.  Brookfield Property Partners

The following table disaggregates BPY’s FFO by business line to facilitate analysis of the year-over-year variances in FFO:

FOR THE TS})IREE MONTHS ENDED JUN. 30 2018 2017
C0TE OFTICE. ...ttt sttt ettt sttt sttt a bt b et et nenn s $ 149 § 162
COT@ TRTATL. ...ceoeec ettt 119 119
OPPOTEUIISLIC. ..ttt ettt ettt ettt b bttt s s bbbt e s bt st eaebest s eaebentsaeneseaesaesenenes 99 96
COTPOTALE. ...ttt ettt ettt ettt ettt e b ettt s e st e b e e e bt et et b et s e st e besa st b et ebe s bt e b e e eue s eseenennes (121) (119)
Attributable to UNIthOIAETS ..........ccociiiiiiiiiiiiicc e 246 258
NON-CONLTOIIING IMEETESLS.......cueereviiiieteteiereteteireet ettt ettt ettt se et s bbbt n b e e s st s sneseaenes (76) 81
Segment reallocation and OthET! ..............ccovviivrieeeeeeeeeeeeeee e — @)

Brookfield’s interest $ 170 $ 173

1. Reflects fee related earnings and net carried interest reclassified to Asset Management segment as well as current taxes related to disposition gains

BPY’s FFO for the second quarter of 2018 was $246 million, of which our share was $170 million, compared to $173 million in
the prior year quarter.

1. See definition in Glossary of Terms beginning on page 55
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Core Office

FFO decreased by $13 million to $149 million as the prior year quarter included a one-time gain of $40 million from a legal
settlement claim. Excluding this claim, FFO increased by $27 million, primarily due to same-property’ growth of $20 million
resulting from an increase in occupancy rates from 91.0% in the prior year quarter to 91.9% as a result of new lease commencements.

The average consolidated in-place net rents' per square foot (“psf”) for our portfolio decreased slightly to $28.46 psffrom $30.82 psf
in the prior year quarter. Overall, our core office net rents remain below the estimated weighted average market net-rents, indicating
a potential for future increases in rates as we sign new leases. We currently have six million square feet of active development
projects in our core office portfolio, including properties in New York, London and Dubai. These are 57% pre-leased in aggregate
and we estimate an additional $1.2 billion of costs to complete the construction.

Core Retail

FFO remained consistent with the prior year quarter at $119 million, reflecting:

» the increase in ownership in GGP from 29% to 34% which increased our share of GGP’s results; and
*  higher income in the current period from termination fees; offset by

* the reduction of FFO from condominium sales related to ancillary developments in the prior year quarter which did not recur
in the current year.

Initial and average lease spreads on signed leases that commenced since the prior year quarter were 11.8% and 19.5% higher,
respectively, compared to expiring leases on a suite-to-suite basis.

Opportunistic

BPY’s share of the FFO from its opportunistic investments increased by 3% to $99 million from $96 million in the prior year
quarter primarily due to same-property growth.

The FFO contributed by acquisitions made in the last twelve months was offset by the absence of FFO from assets sold, namely
our European logistics portfolio in the fourth quarter of 2017. These have been further discussed on page 16.

Corporate

BPY’s corporate expenses include interest expense, management fees and other costs. Corporate expenses of $121 million were
in line with the prior year quarter. The slight increase in interest expense as a result of a higher average balance on the corporate
credit facility was partially offset by lower general and administrative expenses.

ii. Realized Disposition Gains

Realized disposition gains of $6 million relate primarily to the sale of properties in our opportunistic portfolio. Prior year disposition
gains of $464 million relate primarily to the sale of 245 Park Avenue, an office building in Midtown Manhattan.

Common Equity

Common equity in our Real Estate segment increased to $17.1 billion as at June 30, 2018 from $16.7 billion as at December 31,
2017. Positive contributions from FFO and valuation gains on investment properties were partially offset by distributions paid.

1. See definition in Glossary of Terms beginning on page 55
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Renewable Power

Summary of Operating Results

The following table disaggregates segment revenues, FFO and common equity into the amounts attributable to our ownership
interests in BEP and the operations of BEMI'. We have provided additional detail, where referenced, to explain significant
movements from the prior period.

AS AT JUN. 30, 2018 AND DEC. 31, 2017 Revenues FFO Common Equity
(MILLIONS) [ EEMONTHS ENDEDJUR.30 - e 2018 2017 2018 2017 2018 2017
Brookfield Renewable Partners'............. i $ 934 $ 693 $ 98 § 108 $ 3,801 $ 4,143
Brookfield Energy Marketing and other®.  ii 33) 39) 32) (43) 748 801
$ 901 $ 654 $ 66 $ 65 $ 4,549 $ 4,944

1. Brookfield’s interest in BEP consists of 129.7 million redemption-exchange units, 56.1 million Class A limited partnership units and 2.7 million general partnership units;
together representing an economic interest of 60% of BEP. Segment revenues at BEP include $188 million (2017 — $nil) revenue from TERP
2. Revenuesin BEMIrepresent the incremental benefit or deficit on the North American power generated by BEP that is sold through BEMI on a contracted oruncontracted basis’

Compared to the prior year quarter, revenues and FFO generated by our renewable power operations increased by $247 million
and $1 million, respectively. Changes were primarily due to:

*  contributions of revenue and FFO from recent acquisitions, primarily TERP and TerraForm Global, and growth capital projects;
and

*  higher realized pricing from inflation indexation and higher market pricing; offset by
+  lower generation across same store assets primarily due to lower hydrology conditions in North America.
i.  Brookfield Renewable Partners

The following table disaggregates BEP’s generation and FFO by business line to facilitate analysis of the year-over-year variances
in FFO:

Actual Long-Term
Generation (GWh)' Average (GWh)' FFO
f&%g@iﬁgg%ygyggz %ELE%{\IUSE‘ 30 2018 2017 2018 2017 2018 2017
Hydroelectric.......oeveieienenenenenieeeeeeeeeeene 5,187 6,070 5,644 5,636 $ 181 3 218
Wind eNergy .....cccvevevevierierienieeieeeeeeeeeienieneens 966 579 1,112 641 34 24
SOLAL ...t 175 — 179 — 16 —
Storage and other...........cccoeeveeneiineneieneinenne 127 70 — — 7 €))
COTPOTALE ..ottt — — — — (66) (60)
Attributable to unitholders 6,455 6,719 6,935 6,277 172 181
Non-controlling interests and other”................... - 74 (73)
Brookfield’s interest .........cccooeerveereneeenieenenns $ 98 $ 108

1. Proportionate to BEP; Refer to definition of Proportionate basis generation in Glossary of Terms beginning on page 55
2. Includes incentive distributions paid to Brookfield of $10 million (2017 — $7 million) as the general partner of BEP

BEP’s FFO for the second quarter of 2018 was $172 million, of which our share was $98 million, compared to $108 million in
the prior year quarter. Generation for the quarter totaled 6,455 GWh, 7% below the long term average' (“LTA”). This represents
a 4% decrease compared to the prior year quarter, or a 13% decrease on a same-store basis excluding the impact of acquisitions.

1. See definition in Glossary of Terms beginning on page 55
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Hydroelectric
Hydroelectric FFO decreased by $37 million to $181 million due to:

e a $35 million decrease in North American FFO as generation was 11% below LTA and 18% below the prior year quarter,
partially offset by an increase in average revenue per MWh of 3% due to higher capacity prices and cost reduction
initiatives; and

* adecline in FFO of $8 million in our Brazilian business as higher revenues in local currency, driven by inflation indexation
on existing contracts and contributions from development projects, were more than offset by the impact of unfavorable foreign
exchange; partially offset by

» anincrease of $6 million of FFO in our Colombian business as revenue per MWh increased by 33% attributable to inflation
indexation of existing contracts, renegotiation efforts of certain of our power purchase agreements, higher market prices and
cost reduction initiatives, slightly offset by lower generation.

Wind
Wind operations FFO increased by $10 million to $34 million due to:

+ new North American and Brazilian wind assets that were part of the TERP and TerraForm Global businesses acquired in the
fourth quarter of 2017; and

+ improved realized pricing from re-contracting initiatives as well as higher same store generation at our U.S. wind farms;
partially offset by

» adecrease in foreign exchange rates in Brazil and lower generation in Canada and Europe.
Solar

FFO from our solar operations increased by $16 million over the prior year quarter due to contributions from our acquisitions of
TERP and TerraForm Global in the fourth quarter of 2017.

Storage and Other

Storage and other activities contributed $7 million in FFO this quarter compared to a deficit of $1 million in the prior year quarter.
The increase is due to contributions from improved capacity pricing and generation at our existing pumped storage facility in
North America.

Corporate

The corporate FFO deficit increased by $6 million due to increased preferred share unit distributions as a result of the completed
preferred share unit issuance in the first quarter of 2018.
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ii. Brookfield Energy Marketing

Our wholly owned energy marketing group has entered into long-term purchase agreements and price guarantees with BEP as
described below. We are entitled to sell the power we purchase from BEP, which we do through either contracted or uncontracted
sales. In addition, we are entitled to any ancillary revenues, such as capacity payments, renewable energy credits or revenues
generated for the peaking ability of plants under contract.

We purchased 2,040 GWh in the current quarter from BEP at $68 per MWh, compared to 2,790 GWh at $68 per MWh in the prior
year quarter, which we sold through contracted and uncontracted channels for an average of $52 per MWh compared to
$53 per MWh in the prior year quarter.

As aresult of the negative margins realized on the sale of purchased power, BEMI incurred an FFO deficit of $32 million during
the current quarter, an improvement over the FFO deficit of $43 million in the prior year quarter. The decrease in BEMI’s FFO
deficit this quarter was mainly attributable to:

»  favorable foreign exchange differences that improved FFO from realized contracted sales from $83 per MWh to $85 per MWh;

*  higherrealized pricing from energy and capacity on uncontracted sales this quarter, particularly in the U.S. Northeast market,
increasing uncontracted FFO from $38 per MWh to $41 per MWh; and

* decreases in year-over-year generation in markets that generate lower margins; partially offset by
*  lower realized pricing on short-term financial contracts.
Common Equity

Common equity in our Renewable Power segment decreased to $4.5 billion at June 30, 2018, as the impact of FFO was more than
offset by depreciation and distributions paid to investors as well as unfavorable foreign exchange, particularly the weakening of
the Brazilian real. Our renewable power property, plant and equipment is revalued annually and as such common equity in this
segment is typically not affected by revaluation items during the first three quarters of the year.
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Infrastructure

Summary of Operating Results

The following table disaggregates segment revenues, FFO and common equity into the amounts attributable to our ownership
interests in BIP and directly held sustainable resources operations. We have provided additional detail, where referenced, to explain

significant movements from the prior period.

AS AT JUN. 30, 2018 AND DEC. 31, 2017 Revenues FFO Common Equity
(MILLIONS) | TREE MONTHS ENDED JUN- 30 R o 2018 2017 2018 2017 2018 2017
Brookfield Infrastructure Partners' ... i § 1,065 §$ 975 $ 78 $ 80 $ 1,920 §$ 2,098
Sustainable resources ..........ccocevvennene ii 79 67 8 4 672 736
$ 1,144 § 1,042 $ 8 § 84 8 2,592 $ 2,834

1. Brookfield’s interest in BIP consists of 115.8 million redemption-exchange units, 0.2 million limited partnership units and 1.6 million general partnership units together
representing an economic interest of 30% of BIP

Revenues generated by our Infrastructure segment increased by $102 million while FFO increased by $2 million compared to the
prior year quarter, due to:

*  ouracquisition of a Colombian natural gas distribution and commercialization business during the quarter, which contributed
$83 million to revenue; and

+  organic growth of 5% in revenue and 8% in FFO on a constant-currency basis due to increased tariffs and capital improvements;

partially offset by

+ the absence of FFO from our Chilean electricity transmission operation which was sold in the first quarter of 2018; and
» the unfavorable impact of foreign exchange.

i.  Brookfield Infrastructure Partners

The following table disaggregates BIP’s FFO by business line to facilitate analysis of the year-over-year variances in FFO:

(FD%L H—IOENEI;IREE MONTHS ENDED JUN. 30 2018 2017
TUBILIEIES ¢ttt ettt bbbt b st e e et e b b e bt s bt e bt ehe e st et et et e b bt bt e bt e bt en s et et et ente e $ 139 § 168
TTANSPOTT ...ttt ettt b et s a e s a e sb e e bttt a e bbbt bt bt et e b b sneene 133 134
54 43
19 19
COTPOTALE. ... .ouiiitiiete ittt ettt e b e e bt e ae et s et b b s h e e be bt et e b s b e b e b e bt eueeut e s e s enesne st (51) (69)
Attributable t0 UNTTROLIARTS .....c..c.eiuiiiiiiiiitie ettt 294 295
Non-controlling interests and OHET! ..............oo.iueveieeeeeeeeeeeeeeeeee oo eeeeeee e ee e s eeseeesseesee e eeeeereseen (216) (215)
BroOKTIEIA’S TNEIESE .......eoveuiiuiieiirteieietceet ettt ettt ettt sttt ettt sttt $ 78 S 80

1. Includes incentive distributions paid to Brookfield of $34 million (2017 — $28 million) as the general partner of BIP

BIP’s FFO for the second quarter of 2018 was $294 million, of which our share was $78 million, compared to $80 million in the
prior year quarter.
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Results from our transport and data infrastructure (formerly known as “communications infrastructure”) business lines were
consistent with the prior year quarter. Key variances for the utilities, energy and corporate business lines are described below.

Utilities

FFO of $139 million was $29 million lower than the prior year quarter. The decrease is primarily due to:

»  the impact of the sale of our Chilean electricity transmission operation;

» issuance of debt by our Brazilian regulated gas transmission business which increased interest expenses; and

» the impact of lower foreign exchange rates; partially offset by

* 6% organic growth on a constant currency basis; and

* initial contributions from our recently acquired Colombian natural gas distribution and commercialization business.
Energy

FFO from our energy operations of $54 million was $11 million higher than the prior year quarter due to:

*  higher transportation volumes in our North American natural gas transmission business; and

»  lower interest expense at our North American natural gas transmission business after deleveraging and refinancing initiatives;
partially offset by

* lower natural gas price spreads that reduced margins in our gas storage business.

Corporate

Corporate FFO increased to a deficit of $51 million compared to a deficit of $69 million in the prior year quarter due to:

» lower base management fees as capitalization values were lower this quarter;

+  lower financing costs as the outstanding balance on the credit facility was paid down; and

*  higherinvestmentincome earned by investing proceeds received from the sale of our Chilean electricity transmission operation.
ii. Sustainable Resources

Sustainable resources’ FFO in the current period increased to $8 million from $4 million. The 2018 harvest was delayed from the
first quarter due to poor weather conditions, leading to higher than planned sales in the second quarter and FFO that was higher
than the prior year quarter.

Common Equity

Common equity in our Infrastructure segment decreased to $2.6 billion as at June 30, 2018 (December 31, 2017 — $2.8 billion)
primarily due to the impact of lower foreign exchange rates, as well as distributions to unitholders.

This equity is primarily our investment in property, plant and equipment and certain concessions, which are recorded as intangible
assets. Our PP&E is recorded at fair value and revalued annually while concessions are considered intangible assets under IFRS
and therefore recorded at historical cost and amortized over the life of the concession. Accordingly, a smaller portion of our equity
is impacted by revaluation compared to our Real Estate and Renewable Power segments, where a larger portion of the balance
sheet is subject to revaluations.
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Private Equity

Summary of Operating Results

The following table disaggregates segment revenues, FFO and common equity into the amounts attributable to our ownership
interests in BBU, Norbord and other private equity investments as well as realized disposition gains. We have provided additional
detail, where referenced, to explain significant movements from the prior period.

AS AT JUN. 30, 2018 AND DEC. 31, 2017 Revenues FFO Common Equity
EA\NIIIIEEI(())];;")I—IETHREE MONTHS ENDED JUN. 30 Ref 2018 2017 2018 2017 2018 2017
Brookfield Business Partners' .......... i $ 8,792 $ 4,879 $ 55 § 13 % 1,921 § 2,064
Norbord il — 536 97 56 1,412 1,364
Other investments..........c.cccceeveernennne il 12 38 4 @) 871 787
Realized disposition gains.................. iv — — 126 — — —
$ 8,804 §$ 5453 $ 282 S 62 $ 4,204 $ 4,215

1. Brookfield’s interest in BBU consists of 63.1 million redemption-exchange units, 24.8 million limited partnership units and eight general partnership units together
representing an economic interest of 68% of BBU

Revenues generated from our private equity operations increased by $3.4 billion primarily as a result of a full quarter of revenues
contributed by our road fuel distribution business which was acquired in May 2017. 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. In addition to the above, revenues increased due to improved pricing at our
graphite electrode manufacturing business and from the acquisition of our fuel marketing business in the third quarter of 2017.

These increases were partially offset by the deconsolidation of our investment in Norbord in the fourth quarter of 2017 after we
sold our controlling stake in the business. We now record our share of Norbord’s income through the equity accounted income
line in our Consolidated Statements of Operations.

FFO, prior to disposition gains, increased by $94 million to $156 million due to:

»  strong performance across multiple operations, particularly improved pricing at our graphite electrode manufacturing business
and Norbord; in addition to

»  contributions from recent acquisitions, most notably our marine energy services business and our gaming operations business
in Ontario acquired in the third quarter of 2017 and first quarter of 2018, respectively; partially offset by

+  lower realized gas prices and volumes at our Canadian energy operations and higher management fees due to increases in
BBU capitalization value since the prior year quarter.
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i. Brookfield Business Partners

The following table disaggregates BBU’s FFO by business line to facilitate analysis of the period-over-period variances in FFO:

{ﬁﬁ{i—(l)l%\glREE MONTHS ENDED JUN. 30 2018 2017
CONSLIUCTION SCTVICES 1.veuvvrvrerierierietersessesseestestesesessessessessessesssessessessessessessessesssessessensensessessessessssssessessensessense $ 5 9 12
BUSTNESS SETVICES...euvitietietieiiestetestestestesteeseestestetesessessesseaseaseessessassassassessessessssssessessessensessessessesseessessessesenses 61 17
BRIOIZY ettt bbbttt bbbt h e bt e h ettt sttt eheeb e bt e bt et nten 31 11
INAUSLIIAL OPETALIONS . ....c.veteeiieiteiete ettt ettt b e bttt a et et et e st e s bt sbeebe e st et ente b e besbeebeebeeaeeneensenbentenee 94 8
Corporate ANd OTHET........c.iouiiiiiiiiiicie ettt sttt b et enennes 14) %)
Aributable t0 UNTTNOLACTS ......c.eeuieieieieieiesese ettt et ettt et st s b st st eneeneensensenbenseee 177 43
PerfOIMANCE fES.....cuviiiiitietietieeetet ettt ettt sb et e et e s teeseesees s e sensensesseeseeseeseessessensensensensensn 41) (25)
INON-CONIOIIING INEEIESES. ... ettt ettt ettt ettt s et et b et e b et et e b et ese et eseebensesenneneas (44) )
Segment reallocation and OBHETY ettt e e e e e e e e e e et e e e e eeaeeeeeaees 37 —
BroOOKTIEIA’S INEETEST ......ivivietietieiieei ettt ettt ettt ettt ettt e st et e eteeteeseeseessesse b ebeeseeseeseessensensensansensessens $ 5 § 13
1. Segment reallocation and other refers to disposition gains, net of NCI, included in BBU’s operating FFO that we reclassify to realized disposition gains. This allows us

to present FFO attributable to unitholders on the same basis as BBU

BBU generated $177 million of FFO, of which our share was $55 million, compared to $13 million in the prior year quarter.
Contributions from organic growth in a number of businesses and acquisitions completed since the second quarter of 2017 in our
business services and energy operations were partially offset by higher management fees and performance fees due to increases
in BBU’s capitalization value and share price, respectively.

Construction Services

Construction services’ FFO decreased by $7 million to $5 million due primarily to lower activity in the Middle East. In addition,
while construction activity in our Australian operations increased, this was offset by higher current tax expense due to higher
taxable income and changes in legislation in the U.K..

The adoption of IFRS 15, the new revenue recognition standard, affected our construction services business as their long-term
construction projects give rise to recognition uncertainty and potentially significant contract modifications. While previously
recognized margins, partially offset by taxes, will be released to FFO over time, there is no material impact on FFO in the second
quarter of 2018.

Business Services

Business services’ FFO increased by $44 million to $61 million. Excluding the impact of a $46 million disposition gain on the
sale of a joint venture in our residential real estate brokerage operations, FFO decreased by $2 million due to:

*  contributions from acquisitions since the prior year quarter, most notably our gaming operations business in Ontario; more
than offset by

» the loss of contributions from our recently-sold real estate brokerage services business.

Energy

FFO from our energy operations increased by $20 million to $31 million due to:

+  contributions from the marine energy services business we acquired in the third quarter of 2017; partially offset by

*  lower realized natural gas prices and a decrease in production at our Canadian energy operations.
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Industrial Operations

FFO contributed by our industrial operations increased by $86 million to $94 million. Excluding the impact of a $§9 million
disposition gain on the sale of an operating division within our infrastructure support manufacturing operations, FFO increased
due to strong pricing and operational performance at our graphite electrode manufacturing business.

Corporate

The Corporate FFO deficit increased by $9 million to $14 million as increases in BBU’s unit price and capitalization value led to
increased management fees.

BBU accrued performance fees of $41 million in the second quarter of 2018 due to the increase in BBU’s unit price above the
previous threshold. We record these fees as income in our Asset Management segment.

ii. Norbord

Our share of Norbord’s FFO increased by $41 million to $97 million as North American benchmark average oriented strand board
(“OSB”) prices increased year over year by 24% to $401 per thousand square feet (“Msf”) due to higher demand as U.S. housing
starts, particularly for single family homes, continue to increase.

iii. Other Investments

FFO from other investments increased by $11 million to $4 million from a $7 million deficit primarily due to the direct investment
in our marine energy services business which we made in the third quarter of 2017.

iv. Realized Disposition Gains

Realized disposition gains recorded in the current year quarter include the partial sell down of our graphite electrode manufacturing
business through an initial public offering, the sale of a business unit in our infrastructure support products manufacturing operation
and the sale of a joint venture interest in a real estate brokerage services business.

Common Equity

Common equity in our Private Equity segment decreased by $11 million from December 31, 2017 to $4.2 billion as the adjustment
to opening equity due to the adoption of IFRS 15 was offset by contributions from operating performance. The assets held in these
operations are recorded at amortized cost, with depreciation recorded on a quarterly basis, with the exception of investments in
financial assets, which are carried at fair value based predominantly on quoted prices.
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Residential Development

Summary of Operating Results

The following table disaggregates segment revenues, FFO and common equity into the amounts attributable to the two principal
operating regions of our wholly owned residential development businesses:

AS AT JUN. 30, 2018 AND DEC. 31,2017 Revenues FFO Common Equity
(MILLTONS) | TREE MONTHS ENDED JUN. 30 2018 2017 2018 2017 2018 2017
NOTth AMETICA ..o $ 601 $ 445§ 5 $ 2 % 1,677 $ 1,711
Brazil and other.........c.ccocecenininnncnncnee. 85 54 38) (52) 924 1,204
$ 686 $ 499 $§ 14 3 30) $ 2,601 $ 2,915

Revenues and FFO from our residential operations increased by $187 million and $44 million, respectively, due to additional
home closings and higher gross margins in North America as well as a lower loss per unit sold in Brazil.

North America
FFO from our North American operations of $52 million was $30 million higher than the prior year period.
Housing operations contributed $36 million more FFO than the prior year quarter as:
«  U.S. housing operations’ gross margin improved by $30 million, resulting from:
°  anincrease in the number of home closings; and

o favorable changes in our product mix as we closed more homes in the western U.S., where prices and market demand
remain strong.

*  Canadian housing operations produced $6 million higher gross margin, due to:
°  an increase in the number of home closings; and
o favorable product mix with a higher proportion of Ontario home sales, which typically command higher margins.

FFO from our land development operations remained consistent with the prior year quarter.
Increases in FFO from improved sales were partially offset by increases in sales and marketing expenses and higher current taxes.

As at June 30, 2018, we had 89 active housing communities (December 31, 2017 — 81) and 29 active land communities
(December 31, 2017 — 28).

Brazil and Other
FFO from our Brazilian operations improved by $14 million to a loss of $38 million in the current year quarter due to:
* improved margins on sales of completed inventory compared to the prior year quarter; and

» the impact of foreign exchange, as the weakening of the Brazilian real against the U.S. dollar reduced the deficit; partially
offset by

*  ahigher level of selling expenses and maintenance costs associated with delivery of completed inventory.

Our Brazilian operations were affected by the adoption of IFRS 15, the new revenue recognition accounting standard (see Note
2 of'this interim report). Recognition of revenue is delayed until keys are delivered to the client, whereas previously revenue was
recognized when the building was completed. There is no material impact associated with releasing previously recognized margins
into FFO during the current quarter.
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Our focus over the past two years has been delivering projects and selling remaining inventory of units associated with
projects launched prior to the economic downturn. During 2016 and 2017, we completed and delivered 57 projects. We continued
to sell down the remaining inventory in the second quarter of 2018, however, overall contributions from these sales were below
the level required to cover fixed costs, including marketing expenses in respect of completed development projects.

We began 2018 with 18 projects under construction and as of June 30, 2018, we have 20 projects under construction, of which
18 relate to new projects launched since late 2016 which we believe will command higher margins than older projects.

Common Equity

Common equity was $2.6 billion at June 30,2018 (December 31,2017 —$2.9 billion) and consists largely of residential development
inventory which is carried at historical cost, or the lower of cost and market, notwithstanding the length of time that we may have
held these assets and created value through the development process. The lower equity balance as at June 30, 2018 is primarily
attributable to the impact of the Brazilian real weakening compared to the U.S. dollar. Equity as at June 30, 2018 is inclusive of
a $15 million adjustment that reduced common equity as at January 1, 2018 due to the adoption of the new revenue recognition
standard discussed above.
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Corporate Activities

Summary of Operating Results

The following table disaggregates segment revenues, FFO and common equity into the principal assets and liabilities within our
corporate operations and associated FFO to facilitate analysis:

AS AT JUN. 30, 2018 AND DEC. 31, 2017 Revenues FFO Common Equity
(MILLIONg) T MONTHS ERDED JUN. 30 2018 2017 2018 2017 2018 2017
Cash and financial assets, Net..........cccceevvevevunennee. $ 17 $ 19 $ 14 11 8 3,401 $ 2,255
Corporate borrowings ...........ccceeeveevueenencenennne — — (80) (63) (6,424) (5,659)
Preferred equity’ .........ooooveeeeeeeeeeeeeceeeeeee e — — — — 4,192) (4,192)
Other corporate invVestments .............cccceveeeeeneenene 30 54 3 2 32 41
Corporate costs and taxes/net working capital...... — — 42) 3 168 (338)
$ 47 § 73 8 (105) $ @47 $ (7,015 $ (7,893)

1. FFO excludes preferred share distributions of $38 million (2017 — $35 million)

Our portfolio of cash and financial assets is generally recorded at fair value with changes recognized quarterly through net income,
unless the underlying financial investments are classified as fair value through other comprehensive income, in which case
changes in value are recognized in other comprehensive income. Loans and receivables are typically carried at amortized cost.
As at June 30, 2018 our financial assets consist of:

*  $3.6 billion of cash and other financial assets (December 31, 2017 — $2.4 billion); partially offset by
e $189 million (December 31, 2017 — $183 million) of deposits and other liabilities.

FFO from our cash and financial assets portfolio of $14 million was $3 million higher than the prior year quarter. While we earned
interest income from a direct loan that we funded in the second half of 2017, the overall mark-to-market on our financial asset
portfolio was relatively flat.

Corporate borrowings are generally issued with fixed interest rates. Many of these borrowings are denominated in Canadian dollars
and therefore the carrying value fluctuates with changes in the exchange rate. A number of these borrowings have been designated
as hedges of our Canadian dollar net investments within our other segments, resulting in the majority of the currency revaluation
being recognized in other comprehensive income.

The $80 million reported through corporate borrowings reflects the interest expense on those borrowings. This increased from the
prior year quarter as a result of $1.6 billion of corporate debt issued in the last twelve months.

Preferred equity does not revalue under IFRS.

We describe cash and financial assets, corporate borrowings and preferred equity in more detail within Part 4 — Capitalization
and Liquidity.

Net working capital includes accounts receivable, accounts payable, other assets and other liabilities and was in an asset position
of $168 million as at June 30, 2018 (December 31, 2017 — liability of $338 million). Included within this balance are net deferred
income tax assets of $1.1 billion (December 31, 2017 — $590 million) which increased following the acquisition of a business
during the first quarter of 2018 with net operating losses that can be used to offset future projected net income. FFO includes
corporate costs and cash taxes, which increased due to continued expansion of the business and cash taxes reported during the
current quarter as opposed to a recovery in the prior year quarter.

The common equity deficit in our Corporate segment was reduced to $7.0 billion at June 30, 2018, primarily due to a higher
balance of cash and financial assets and the increase in deferred tax assets, partially offset by $1.0 billion of corporate debt issued
in the first quarter of 2018.
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PART 4 — CAPITALIZATION AND LIQUIDITY
STRATEGY

Our overall approach is to maintain appropriate levels of liquidity throughout the organization to fund operating, development
and investment activities as well as to fund unforeseen requirements. We structure our debt and other financial obligations to
provide a stable capitalization that provides attractive leverage to investors, and that withstands business cycles.

We manage our liquidity and capital resources on a group-wide basis, however it is organized into three principal tiers:
*  the corporation;

*  our principal subsidiaries: BPY, BEP, BIP and BBU; and

»  the operating asset level, which includes individual assets, businesses and portfolio investments.

The following are key elements of our capital strategy:

»  Structure borrowings to investment-grade levels, or on a path to investment-grade levels for certain newly acquired assets.
This enables us to limit covenants and other performance requirements, thereby reducing the risk of early payment requirements
or restrictions on the distribution of cash from the assets being financed.

*  Provide recourse only to the specific assets being financed, without cross-collateralization or parental guarantees. This aims
to limit the impact of weak performance by one asset or business group.

*  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 will hedge the remaining currency exposure on
our net equity, unless it is cost prohibitive to do so.

*  Maintain significant liquidity at the corporate level, primarily in the form of cash, financial assets and undrawn credit lines.
Ensure our listed issuers are able to finance their operations, including investments and developments (whether direct or
through private funds), on a standalone basis without recourse to or reliance on the corporation.

CAPITALIZATION

We review key components of our capitalization in the following sections. In several instances we have disaggregated the balances
into the amounts attributable to our operating segments in order to facilitate discussion and analysis.

Consolidated Capitalization’ — reflects the full capitalization of wholly owned and partially owned entities that we consolidate
in our financial statements. At June 30, 2018, consolidated capitalization increased compared to the prior year largely due to
acquisitions, which resulted in additional associated borrowings, working capital balances and non-controlling interests.

Corporate Capitalization’ — reflects the amount of debt held in the corporate segment and our issued and outstanding common
and preferred shares. Corporate debt includes unsecured bonds and, from time to time, draws on revolving credit facilities. At
June 30, 2018, 78% of our corporate capitalization was common and preferred equity, which totaled $28.6 billion (Dec. 31, 2017
— $28.2 billion).

Capitalization at Our Share' — reflects our proportionate exposure of debt and equity balances in consolidated entities and our
share of the debt and equity in our equity accounted investments. Capitalization at our share is a non-IFRS measure. We present
a reconciliation of capitalization at our share to consolidated capitalization in the Glossary of Terms.

1. See definition in Glossary of Terms beginning on page 55
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The following table presents our capitalization on a consolidated, corporate and our share basis:

Consolidated Corporate Our Share
?I\EI/ETLIJ(EJIII\ISSO’ 2018 AND DEC. 31,2017 Ref 2018 2017 2018 2017 2018 2017
Corporate borrowings.........c..cceeeeveeee i $ 6,424 $ 5,659 $ 6,424 $ 5,659 $ 6,424 $ 5,659
Non-recourse borrowings
Property-specific borrowings........... i 70,638 63,721 — — 31,171 30,210
Subsidiary borrowings..................... i 8,107 9,009 — — 5,599 5,711
85,169 78,389 6,424 5,659 43,194 41,580
Accounts payable and other ............... 18,330 17,965 1,419 2,140 9,620 10,880
Deferred income tax liabilities ........... 11,103 11,409 183 160 4,606 5,204
Subsidiary equity obligations............. 3,894 3,661 — — 1,659 1,648
Liabilities associated with assets
classified as held for sale................ 1,502 1,424 — — 249 703
Equity
Non-controlling interests................ 50,597 51,628 — — — —
Preferred equity il 4,192 4,192 4,192 4,192 4,192 4,192
Common EqUItY ......ceeeveereereeeenuenes iii 24,381 24,052 24,381 24,052 24,381 24,052
79,170 79,872 28,573 28,244 28,573 28,244
Total capitalization ...........c.ccccecueuenenee $ 199,168 § 192,720 $ 36,599 § 36203 $ 87,901 § 88,259
i. Borrowings
Corporate Borrowings
Average Rate Average Term (Years) Consolidated
Eﬁlﬁ{fgﬁéfO) 2018 AND DEC. 31,2017 2018 2017 2018 2017 2018 2017
Term debt ....c.coovveeeiieeiecee e 4.6% 4.6% 10 10§ 6,468 $ 5,594
Revolving facilities ........cccoerveeneerenicenennne —% 1.6% 5 4 — 103
Deferred financing costs ..........cccecveveeenennene. n/a n/a n/a n/a (44) (38)
TOtal ..o $ 6,424 $ 5,659

As at June 30, 2018, corporate borrowings included term debt of $6.5 billion (Dec. 31, 2017 — $5.6 billion) which had an average
term to maturity of 10 years (Dec. 31, 2017 — 10 years). Term debt consists of public bonds, all of which are fixed rate and have
maturities ranging from April 2019 until 2047. These financings provide an important source of long-term capital and are
appropriately matched to our long-term asset profile.

The increase in term debt compared to the prior year is due to the issuance of $650 million of 3.9% notes and $350 million of
4.7% notes with maturities of 2028 and 2047, respectively in the first quarter of 2018. This is partially offset by $130 million
of foreign currency depreciation and repayments of $103 million on the corporate revolving facility.

We had no commercial paper or bank borrowings outstanding at June 30, 2018 (Dec. 31,2017 — $103 million). Commercial paper
and bank borrowings are pursuant to, or backed by, $1.9 billion of committed revolving term credit facilities with terms ranging
from one to five years. As at June 30, 2018, $74 million of the facilities were utilized for letters of credit (Dec. 31, 2017 —
$79 million).
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Property-Specific Borrowings

As part of our financing strategy, the majority of our debt capital is in the form of property-specific borrowings and project
financings and is denominated in local currencies that have recourse only to the assets being financed and have no recourse to
the corporation.

Average Rate Average Term Consolidated
ﬁé{fgﬁéfov 2018 AND DEC. 31,2017 2018 2017 2018 2017 2018 2017
Real estate .......oovevevveiereieieieeeeeeeeee e 4.6% 4.4% 4 4 $ 39920 $§ 37,235
Renewable pOWeT ........ccoeivieineieicceeee 5.3% 5.9% 9 9 14,773 14,230
Infrastructure........ccoeveveverenenceeeeeee, 5.2% 4.7% 7 8 10,361 9,010
Private equity and other .........c..cocecevereeennene. 6.2% 6.7% 5 6 5,254 2,898
Residential development..........ccccccoeeenennee. 9.4% 9.6% 2 2 330 348
TOAL . 5.0% 4.9% 6 6 $ 70,638 $ 63,721

Property-specific borrowings have increased by $6.9 billion since December 31, 2017. The additional borrowings in our real estate
operations are primarily related to the acquisitions of an extended-stay hospitality business and a U.K. student housing business.
The additional borrowings in our infrastructure operations are primarily related to additional financings at our Brazilian regulated
gas transmission business. The additional borrowings in our private equity operations are primarily related to additional financings
at our graphite electrode business. In addition to acquisitions, the remainder of the increase in consolidated borrowings is driven
by drawings on new or existing subscription facilities and additional debt assumed for growth capital expenditures. These increases
were partially offset by asset sales across the business.

Subsidiary Borrowings

We endeavor to capitalize our principal subsidiaries to enable continuous access to the debt capital markets, usually on an
investment-grade basis, thereby reducing the demand for capital from the corporation.

Average Rate Average Term Consolidated
f}jlﬁ{fgﬁsfo’ 2018 AND DEC. 31,2017 2018 2017 2018 2017 2018 2017
REAL ESTALE ..o 3.9% 3.3% 1 2 3 2,868 $ 3,214
Renewable pOWer ...........ccooeeveieveciecrecneenns 4.2% 4.5% 5 6 2,059 1,665
Infrastructure 3.4% 3.1% 4 4 1,256 2,102
Private equity 3.4% 3.9% 1 2 93 380
Residential development.............c.ccccveennnnn. 6.1% 6.3% 4 5 1,831 1,648
Total ..o 4.4% 4.1% 3 4 3 8,107 $ 9,009

Subsidiary borrowings generally have no recourse to the corporation but are recourse to its principal subsidiaries (primarily BPY,
BEP, BIP and BBU). Subsidiary borrowings decreased by $902 million as our subsidiaries repaid amounts drawn on their credit
facilities with proceeds from our capital recycling program.
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Fixed and Floating Interest Rate Exposure

The majority of our borrowings are fixed rate, long-term financings. Accordingly, changes in interest rates are typically limited
to the impact of refinancing borrowings at prevailing market rates or changes in the level of debt as a result of acquisitions
and dispositions.

The following table presents the fixed and floating rates of interest expense:

Fixed Rate Floating Rate
2018 2017 2018 2017
ﬁ\/sﬂﬁ}iljéwéf 0, 2018 AND DEC. 31, 2017 Average Rate  Consolidated  Average Rate  Consolidated ~ Average Rate  Consolidated  Average Rate  Consolidated
Corporate borrowings.............. 4.6% $ 6424 46% $ 5,556 —% $ — 1.6% $ 103
Property-specific borrowings.. 4.9% 32,374 5.0% 33,106 5.0% 38,264 4.8% 30,615
Subsidiary borrowings............ 4.9% 4,537 4.8% 4,800 3.8% 3,570 3.2% 4,209
Total ..o 4.9% § 43,335 5.0% $ 43,462 4.9% $ 41,834 4.6% $ 34,927

The average floating rate associated with our property-specific borrowings was impacted by higher underlying floating rate indices
in the first half of 2018.

From time to time, the businesses enter into interest rate contracts to swap their floating rate debt to fixed rate. As at June 30,
2018, 81% of our share of debt outstanding, reflecting swaps, was fixed rate.

ii. Preferred Equity

Preferred equity is comprised of perpetual preferred shares and represents permanent non-participating equity that provides
leverage to our common equity. The shares are categorized by their principal characteristics in the following table:

Average Rate
f}\jlﬁfgﬁsfo’ 2018 AND DEC. 31, 2017 Term 2018 2017 2018 2017
FIXCA TALE-TESEE . .ueeuieuieieierieie ettt ettt ettt ettt sb bbb ens Perpetual 4.2% 42% $ 2912 § 2912
FIXEA TALE ...ttt ettt e e st e e e eaaae e s enaaes Perpetual 4.8% 4.8% 749 749
FLOAtING TALE.......eieiiiiieiiricetee ettt Perpetual 2.6% 2.3% 531 531
TOLAL. ..ttt 4.1% 4.1% $ 4,192 § 4,192

Fixed rate-reset preferred shares are issued with an initial fixed rate coupon that is reset after an initial period, typically five years,
at a predetermined spread over the Canadian five-year government bond yield. The average reset spread as at June 30, 2018 was
284 basis points.

iii. Common Equity
Issued and Outstanding Shares

Changes in the number of issued and outstanding common shares during the periods are as follows:

Three Months Ended Six Months Ended

(FI\(ZFL H—(I)ENPS?RIODS ENDED JUN. 30 2018 2017 2018 2017
Outstanding at beginning of Period...........cocvueeirneeinneeenneeirecereeee e 957.0 958.6 958.8 958.2
Issued (repurchased)

REPUICRASES..... .ottt — 0.1) (5.2) (2.0)

Long-term share ownership plans' 0.4 0.2 3.8 24

Dividend reinvestment plan and others...........c.cococeoreiininicinennineneeeceee 0.1 — 0.1 0.1
Outstanding at end Of PEriod ........c..ccoverieiririiiiniinc e 957.5 958.7 957.5 958.7
Unexercised options and other share-based plans’ ................cooocoovvveeveoreerorereeecrnen. 46.2 493 46.2 493
Total diluted shares at end of Period ..........ccceeereririiiieienereeeeeeeee e 1,003.7 1,008.0 1,003.7 1,008.0

1. Includes management share option plan and restricted stock plan
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The company holds 34.0 million Class A shares (December 31, 2017 —30.6 million) purchased by consolidated entities in respect
of'long-term share ownership programs, which have been deducted from the total amount of shares outstanding at the date acquired.
Diluted shares outstanding include 5.4 million (December 31, 2017 — 9.2 million) shares issuable in respect of these plans based
on the market value of the Class A shares at June 30, 2018 and December 31, 2017, resulting in a net reduction of 28.6 million
(December 31, 2017 — 21.4 million) diluted shares outstanding.

During the second quarter of 2018, 0.8 million options were exercised, all of which were exercised on a net-settled basis, resulting
in the cancellation of 0.5 million vested options.

The cash value of unexercised options was $1.1 billion as at June 30, 2018 (December 31, 2017 — $994 million) based on the
proceeds that would be paid on exercise of the options.

As of August 14, 2018, the corporation had outstanding 957,667,572 Class A shares and 85,120 Class B shares. Refer to Note 11
of this interim report for additional information on equity.

LIQUIDITY
Capital Requirements

On a consolidated basis, our two largest normal course capital requirements are the funding of acquisitions and debt maturities.
As an asset manager, most of our acquisitions are completed by the private funds or listed partnerships that we manage. We
endeavor to structure these entities so that they are predominantly self-funding, preferably on an investment-grade basis, and in
almost all circumstances do not rely on financial support from the corporation.

In the case of private funds, the necessary equity capital is obtained by calling on commitments made by the limited partners in
each fund, which include commitments made by our listed partnerships. In the case of our real estate, infrastructure and private
equity funds, these commitments are expected to be funded by BPY, BEP, BIP and BBU. In the case of listed partnerships, capital
requirements are funded through their own resources and access to capital markets, which may be supported by us from time to
time through participation in equity offerings or bridge financings.

We schedule ongoing capital expenditure programs to maintain the operating capacity of our assets at existing levels, which we
refer to as sustaining capital expenditures, and which are typically funded by, and represent a relatively small proportion of, the
operating cash flows within each business. The timing of these expenditures is discretionary; however, we believe it is important
to maintain the productivity of our assets in order to optimize cash flows and value accretion.

Core Liquidity"

Our primary sources of liquidity, which we refer to as core liquidity, consist of:

*  Cash and financial assets, net of deposits and other associated liabilities; and

*  Undrawn committed credit facilities at the corporate and listed partnership level.

We include our principal subsidiaries BPY, BEP, BIP and BBU in assessing our overall liquidity because of their role in funding
acquisitions both directly and through our private funds. The following table presents core liquidity on a corporate and operating
segment basis:

?Nsﬂﬁ]l:ljglzl\léf . 2018 AND DEC. 31,2017 Corporate EEZ?el Rene}g&gﬁiﬁ Infrastructure I;Er:l\l/l?tt; g?)tla:; 2017
Cash and financial assets, net .............. $ 3401 § 214§ 273 $ 475 $ 927 $ 5290 $ 3,218
Undrawn committed credit facilities ... 1,861 429 558 1,916 825 5,589 4,839
Core liquidity ......cooeeveveeeirieeiieieieenne 5,262 643 831 2,391 1,752 10,879 8,057
Uncalled private fund commitments.... — 13,351 2,242 5,161 1,251 22,005 18,591
Total liquidity......coccoveveeeirieeiieieieinnnne $ 5262 $ 13994 § 3,073 $ 7,552 $ 3,003 $ 32,884 $ 26,648

We continue to maintain elevated liquidity levels along with client commitments to our private funds, which totaled $22.0 billion
at the end of the period, as we continue to pursue a number of attractive investment opportunities.

1. See definition in Glossary of Terms beginning on page 55
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Corporate Liquidity

As at June 30, 2018, core liquidity at the corporate level was $5.3 billion, consisting of $3.4 billion in cash and financial assets,
net of deposits and other liabilities, and $1.9 billion in undrawn credit facilities. Corporate level liquidity is readily available for
use without any material tax consequences. We utilize this liquidity to support our asset management business which includes
supporting the activities of our listed issuers and private funds, as well as seeding new investment products.

We also have the ability to raise additional liquidity through the issuance of securities and sale of holdings of listed investments
in our principal subsidiaries and other holdings including from those listed on the following page. However, this is not considered
a core source of liquidity at the corporate level as we are generally able to finance our operations and capital requirements through
other means. Our primary sources of recurring cash flows at the corporate level are fee related earnings from our asset management
activities and distributions from invested capital, in particular our listed partnerships. We also receive proceeds in the form of
realized carried interest from asset sales within private funds and from time to time from the sale of directly held assets.

During the second quarter of 2018, we earned $239 million of fee related earnings. We received $344 million in distributions from
our listed subsidiaries in the quarter and have the ability to distribute surplus cash flow of controlled, privately held investments.
In addition, income generated by our financial asset portfolio was $14 million. Interest expense and preferred share distributions
totaled $80 million and $38 million, respectively, and corporate operating expenses, cash taxes and other investment income
totaled $39 million. We paid $144 million in cash dividends on our common equity for the three months ended June 30, 2018.

Earnings and distributions received by the corporation are available for distribution or reinvestment and are as follows:

FOR THE PERIODS ENDED JUN. 30 Three Months Six Months

(MILLIONS) Ended Ended
Asset management
FBO TEVEIMUES. ...ttt ettt ettt ettt ettt st e st e s e b et e eb e e e s e s e st eseneeb e s en e et eneeseeseneesenseneenan $ 377 % 852
DDITECE COSES. .ottt ettt ettt ettt et et b e b s bt e bt e bt ebe e bt e st es b et e st e st e eb e e bt e bt eaeenten s et e benbesbesbenaene (138) (270)
Fee 1elated CarniNgS ........ccvevierieriiriiriieieei ettt ettt ettt st b ettt ettt ettt b e ae 239 582
Realized Carried INEETEST. ....ccueruerieriirieieei ettt sttt bttt et et esbe st sbenae e 2 22
Asset management FFO ..ottt 241 604

Invested capital
Cash distributions received from listed INVESTMENES  ......vvveveeeeeeeee et eeee 344 687

Capitalization, net

FINancial @SSEt CAIMINES .....c..evverueruiriiririieieietetet ettt ettt et e et et st st s bbbt e st est et et e besbesbesaesaene 14 36
Corporate costs, cash taxes and other cOrporate INVESIMENTS ..........ccerereerererieieieiesieniesesesenenne 39) 77
COTPOTALE TNEETEST EXPEIISE ...euververviterteetieuteutetentetestestestesteettestestestensessessesbeeseeseeseentensesensensessessessenne (80) (158)
Corporate FFO ......c.coceeuene (105) (199)
Preferred share dividends (38) (76)
(143) (275)

Cash available for distribution/TEINVESTNENt. . .....ov.eveee oo eee e s e se e seeeeseeseees $ 442 $ 1,016

1. See definition in Glossary of Terms beginning on page 55
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The following table shows the quoted market value of the company’s listed securities and annual cash distributions based on
current distribution policies for each entity:

AS AT JUN. 30,2018 Ownershgp Brookfield Distributiop§ Quote(% Distributiong Distributiong
(MILLIONS, EXCEPT PER UNIT AMOUNTS) %  Owned Units Per Unit Value (Current Rate) (Actual LTM)
Distributions from listed investments
Brookfield Property Partners’........ 69.4% 488.0 $ 1.26 $10,547 $ 691 § 672
Brookfield Renewable Partners..... 60.3% 188.4 1.96 5,661 369 363
Brookfield Infrastructure Partners. 29.9% 117.7 1.88 4,519 221 210
Brookfield Business Partners ........ 68.0% 87.9 0.25 3,362 22 21
Norbord......coooeveevieiieieeeeen 40.1% 34.8 1.83 1,432 64 69
Acadian.........ocooeovveeinereeine 44.9% 7.5 0.86 114 6 7
1,373 1,342
Financial assets and other”................. Various Various Various 3,990 210 151
TOTALL .ttt et b st a ket b sttt s e st e bt et eetenenenas $ 1,583 § 1,493

1. Based on the number of units held as at June 30, 2018 multiplied by distributions per unit

2. BPY’s quoted value includes $1.3 billion of preferred shares. Fully diluted ownership is 64.0%, assuming conversion of convertible preferred shares held by a third party

3. Distributions (current rate) are calculated by multiplying units held as at June 30, 2018 by distributions per unit. BPY’s distributions include $76 million of preferred
share dividends received by the corporation

4. Includes cash and cash equivalents, financial assets net of deposits and other listed private equity investments
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REVIEW OF CONSOLIDATED STATEMENTS OF CASH FLOWS

The following table summarizes the consolidated statements of cash flows within our consolidated financial statements:

Three Months Ended Six Months Ended
{]\(/?RB-E)ENEI;RIODS ENDED JUN. 30 2018 201 7 2018 201 7
Operating activities $ 923 §$ 1,159 $ 2,195 $ 1,698
Financing activities 2,784 3,756 3,826 6,614
INVESHING ACLIVILIES ...vteneiiieiieieieicrtce ettt (3,677) (6,894) (5,075) (8,219)
Change in cash and cash equivalents...........c.coeeevreeinneecinnecennnenes $ 30 $ (1,979) $ 946 $ 93

This statement reflects activities within our consolidated operations and therefore excludes activities within non-
consolidated entities.

Operating Activities

Cash flows from operating activities totaled $923 million in the second quarter of 2018, a $236 million decrease from the second
quarter of 2017. Operating cash flows prior to non-cash working capital and residential inventory were $1.4 billion during the
second quarter of 2018, $212 million higher than 2017 due to the benefits of same-store growth from our existing operations and
the contributions from assets acquired during the last twelve months.

Financing Activities

The company generated $2.8 billion of cash flows from financing activities during the second quarter of 2018, as compared
to $3.8 billion in the second quarter of 2017. Our subsidiaries issued $9.6 billion (2017 — $7.5 billion) and repaid $5.6 billion
(2017 — $4.5 billion) of property-specific and subsidiary borrowings, for a net issuance of $4.0 billion (2017 — $3.0 billion) during
the quarter. We raised $1.1 billion of capital from our institutional private fund partners and other investors to fund their portion
of acquisitions, raised $835 million of short-term borrowings backed by private fund commitments, and returned $2.9 billion to
our investors in the form of either distributions or return of capital. Most of the activity related to acquisitions across our various
operating segments.

Investing Activities

During the second quarter of 2018, we invested $5.1 billion and generated proceeds of $1.2 billion from dispositions for net cash
deployed in investing activities of $3.9 billion. This compares to net cash deployed of $6.9 billion during the same period in 2017.
We acquired $2.6 billion of consolidated subsidiaries within our real estate, infrastructure, renewable power and private equity
operations, as well as $220 million of equity accounted investments during the quarter. Refer to our Acquisitions of Consolidated
Entities in Note 4 for further details. We continued to acquire financial assets, which represent a net outflow of $321 million,
relating to investments in debt and equity securities as well as contract assets associated with managing currency risk. Investing
activities in the prior year quarter included the acquisitions of a Brazilian regulated gas transmission business within our
Infrastructure segment and a Brazilian water treatment business in our Private Equity segment.
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PART 5 - ACCOUNTING POLICIES AND INTERNAL CONTROLS
ACCOUNTING POLICIES, ESTIMATES AND JUDGMENTS

Overview

We are a Canadian corporation and, as such, we prepare our consolidated financial statements in accordance with IFRS, as issued
by the International Accounting Standards Board (“IASB”).

We present our consolidated balance sheets on a non-classified basis, meaning that we do not distinguish between current and
long-term assets or liabilities. We believe this classification is appropriate given the nature of our business strategy.

The preparation of financial statements requires management to select appropriate accounting policies and to make judgments
and estimates that affect the carried amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual amounts could
differ from those estimates.

In making judgments and estimates, management relies on external information and observable conditions, where possible,
supplemented by internal analysis, as required. These estimates have been applied in a manner consistent with the prior year and
there are no known trends, commitments, events or uncertainties that we believe will materially affect the methodology or
assumptions utilized in this report. As we update the fair values of our investment property portfolios quarterly, with gains reflected
in net income, we discuss judgments and estimates relating to the key valuation metrics below.

For further reference on accounting policies, including new and revised standards issued by the TASB, judgments and estimates,
see our significant accounting policies contained in Note 2 of this interim report and Note 2 of the December 31, 2017 consolidated
financial statements.

Adoption of New Accounting Standards

We adopted IFRS 15 Revenue from Contracts with Customers ("IFRS 15") and IFRS 9 Financial Instruments ("IFRS 9") effective
January 1, 2018.

The adoption of IFRS 15, which applies to nearly all contracts with customers and specifies how and when revenue should be
recognized, required the application of significant critical estimates and judgments. We adopted the standard using the modified
retrospective approach in which a cumulative catch-up adjustment was recorded through opening equity on January 1, 2018 as if
the standard had always been in effect and whereby comparative periods were not restated. The adoption of IFRS 15 resulted in
a $280 million reduction in opening equity, attributable primarily to our construction services business in the Private Equity
segment. Under IFRS 15, revenue from construction services contracts will continue to be recognized over time; however, a higher
threshold of probability must be achieved prior to recognizing revenue from variable consideration such as incentives and claims
and variations resulting from contract modifications. Under the superseded standards, revenue was recognized when it was probable
that work performed would result in revenue; under IFRS 15, revenue is recognized when it is highly probable that a significant
reversal of revenue will not occur for these modifications.

IFRS 9 establishes principles for the financial reporting of financial assets and financial liabilities and includes new guidance
which aligns hedge accounting more closely with risk management. It does not fully change the types of hedging relationships or
the requirement to measure and recognize ineffectiveness; however, it allows more hedging strategies that are used for risk
management purposes to qualify for hedge accounting, introducing greater judgment to assess the effectiveness of a hedging
relationship. We adopted the standard on January 1, 2018 using transitional provisions permitting us to not restate prior period
comparative information, recording an insignificant adjustment to opening equity.

Refer to Note 2(b) of this interim report for the impact of the adoption and an overview of the new accounting policies.
Investment Properties

We classify the majority of the property assets within our Real Estate segment as investment properties. Valuations, which are
prepared at the investment property level, are updated at each balance sheet date with gains or losses recognized in net income.
Please refer to Part 5 of Management’s Discussion and Analysis in the December 31, 2017 Annual Report for additional information
about our methodologies, processes and controls.
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The valuations are most sensitive to changes in cash flows, which include assumptions relating to lease renewal probabilities,
downtime, capital expenditures, future leasing rates and associated leasing costs; discount rates; and terminal capitalization rates.
The following table presents the key valuation metrics of our real estate assets at June 30, 2018 and December 31, 2017:

Opportunistic
Core Office and Other Weighted Average
AS AT JUN. 30, 2018 AND DEC. 31, 2017 2018 2017 2018 2017 2018 2017
Discount rate ........c..cceeeveereineneineeeenene 6.9% 6.9% 7.3% 7.3% 7.2% 7.1%
Terminal capitalization rate...........c..c.cccevueeene 5.8% 5.8% 7.0% 7.0% 6.3% 6.2%

Investment horizon (years)

The determination of fair value requires the use of estimates which have been applied in a manner consistent with that in the prior
year. There are currently no known trends, events or uncertainties that we reasonably believe could have a sufficiently pervasive
impact across our businesses, which are diversified by asset class, geography and market, to materially affect the methodologies
or assumptions used to determine the estimated fair values reflected in this report. Discount rates and capitalization rates are
inherently uncertain and may be impacted by, among other things, movements in interest rates in the geographies and markets in
which the assets are located. Changes in estimates across different geographies and markets, such as discount rates and terminal
capitalization rates, often move independently of one another and not necessarily in the same direction or to the same degree.
Furthermore, impacts on our estimated values from changes in discount rates, terminal capitalization rates and cash flows are
usually inversely correlated as the circumstances that typically give rise to increased interest rates (e.g. strong economic growth,
inflation) usually give rise to increased cash flows at the asset level.

The following table presents the impact on the fair value of our investment properties as at June 30, 2018 from a 25-basis point
change to the relevant unobservable inputs. For properties valued using the discounted cash flow method, the basis point change
in valuation metrics relates to a change in discount and terminal capitalization rates. For properties valued using the direct
capitalization approach, the basis point change in valuation metrics relates to a change in the overall capitalization rate.

AS AT JUN. 30, 2018 . .
(MILLIONS) Fair Value Sensitivity

Core office

TUNIEEA SEALES ... oottt ettt eeeeeae et et et et et e e e eseeeeeeeeeaeeae et et eeseeseeseeseeeesae et eeseseesenaeseeaaeanean $ 14,868 $ 830
CANAAA ...ttt bttt s et h sttt ettt et neneneas 4,243 215
Australia ... 2,458 150
BUTOPC..... oottt ettt et et e et e e bt e et e aeeete e te e beenbeenbeenbeesaeeabeesbeeateeraenaseaeentaens 1,302 —
BIAZIL ..t b et h et a sttt ettt aenenea 291 35
Opportunistic and other
OPPOTTUNISTIC OFFICE......ecviiiiiiiiiiciiciet ittt ettt ettt ettt e et e beeteeae e st essensesasesaesrens 7,006 289
OPPOTTUNISTIC RELATL......ocviiviiieieicectitcteeece ettt ettt et ettt ettt et eae st enreseeseereereens 3,352 129
J T LT a1 U 2,602 91
IMULEITAIMILY ...ttt ettt et et eteeveesaess e s e b e beebeeseeseessessensensesessessens 4,141 205
Triple Net Lease .... 4,876 169
SEIE-SEOTAZE ... euveuvetietietieteet et et et et et e e ete bt ette e et e bebe b e e b e eseeseessessessessassassassaesaeseeseessessessensensensenss 827 58
SUAENE HOUSINE ...ttt ettt ettt et et ettt et et b e sbesaeeteeteeteereessensessensesesseenis 2,299 59
Manufactured HOUSING .........coovivviciiritietececee ettt et et eve ettt ve et et eae s ensenseeseeseereereens 2,320 102
IMIXEA-USE ...ttt ettt ettt e st et e e b et en et e e b e s ene e b et ene b e s bennas 2,460 121
Other INVEStMENT PIOPETLIES .......cvevirierierierierietieeteiesteeteeteeteereeseeseeseessesessesseeseeseessessessensesessessesseans 5,392 260
TOLAL ...ttt ettt $ 58,437 $ 2,713
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Consolidated Financial Information

We consolidate a number of entities even though we hold only a minority economic interest. This is the result of our
exercising control, as determined under IFRS, over the affairs of these entities due to contractual arrangements and
our significant economic interest in these entities. As a result, we include 100% of the revenues and expenses of these entities
in our Consolidated Statements of Operations, even though a substantial portion of the net income in these consolidated entities
is attributable to 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.

Interests in entities over which we exercise significant influence, but do not exercise control, are accounted for as equity accounted
investments. We record our proportionate share of their net income on a “one-line” basis as equity accounted income within our
Consolidated Statements of Operations and “two-lines” within our Consolidated Statements of Comprehensive Income as equity
accounted income that may be reclassified to net income and equity accounted income that will not be reclassified to net income.
As a result, our share of items such as fair value changes, that would be included within fair value changes if the entity was
consolidated, is instead included within equity accounted income.

Certain of our consolidated subsidiaries and equity accounted investments do not use IFRS for their own statutory reporting
purposes. The comprehensive income utilized by us for these entities is determined using IFRS and may differ significantly from
the comprehensive income pursuant to the accounting principles reported elsewhere by the investee. For example, IFRS provides
areporting issuer a policy election to fair value its investment properties, as described above, whereas other accounting principles
such as U.S. GAAP may not. Accordingly, their statutory financial statements, which may be publicly available, may differ from
those which we consolidate.

MANAGEMENT REPRESENTATIONS AND INTERNAL CONTROLS

Internal Control Over Financial Reporting

No changes were made in our internal control over financial reporting during the quarter ended June 30, 2018, that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Declarations Under the Dutch Act of Financial Supervision

The members of the Corporate Executive Board, as defined in the Dutch Act of Financial Supervision (“Dutch Act”), as required
by section 5:25¢, paragraph 2, under ¢ of the Dutch Act confirm that to the best of their knowledge:

*  The consolidated financial statements included in this interim report give a true and fair view of the assets, liabilities, financial
position, and profit or loss of the company and the undertakings included in the consolidated financial statements taken as
whole; and

*  The management report included in this MD&A gives a true and fair review of the information required under the Dutch Act
regarding the company and the undertakings included in the consolidated financial statements taken as a whole as of
June 30, 2018 and of the development and performance of the business for the six months then ended.
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GLOSSARY OF TERMS

The below summarizes certain terms relating to our business that are made throughout the MD&A and it defines IFRS performance
measures, non-IFRS performance measures and key operating measures that we use to analyze and discuss our results.

References

EENT3

References to the “corporation” represent Brookfield Asset Management Inc. References to “Brookfield,” “BAM,” “us,
“our” or the “company” refer to the corporation and its direct and indirect subsidiaries and consolidated entities.

We,”

We refer to our shareholders as investors in the corporation and we refer to investors as investors of our private funds and listed
issuers.

We use Asset manager to refer to our asset management segment which offers a variety of investment products to our investors:

*  We have 40 active funds across major asset classes; real estate, infrastructure/renewable power and private equity. These
funds include core, credit, value-add and opportunistic closed-end funds and core open-end funds. We refer to these
funds as our Private Funds.

*  We refer to BPY, BEP, BIP and BBU as our listed issuers or listed partnerships.

*  We refer to our public securities group as public securities. This group manages fee bearing capital through numerous
funds and separately managed accounts, focused on fixed income and equity securities.

Throughout the MD&A and consolidated financial statements, the following operating companies, joint ventures and associates,
and their respective subsidiaries, will be referenced as follows:

*  Acadian — Acadian Timber Corp. *  BPY - Brookfield Property Partners L.P.

*  BBU — Brookfield Business Partners L.P. *  Canary Wharf — Canary Wharf Group plc

+  BEMI - Brookfield Energy Marketing Inc. e GGP-GGP Inc.

*  BEP - Brookfield Renewable Partners L.P. *  Norbord — Norbord Inc.

e BIP — Brookfield Infrastructure Partners L.P. e TerraForm Power (“TERP”) — TerraForm Power, Inc.

Performance Measures

Definitions of performance measures, including non-IFRS measures and operating measures, are presented below in alphabetical
order. We have specifically identified those measures which are non-IFRS measures; the remainder are IFRS measures or
operating measures.

Accumulated unrealized carried interest is a non-IFRS measure that is determined based on cumulative fund performance to
date. At the end of each reporting period, the company calculates the carried interest that would be due to the company for each
fund, pursuant to the fund agreements, as if the fair value of the underlying investments were realized as of such date, irrespective
of whether such amounts have actually been realized. We use this measure to provide insight into our potential to realize carried
interest in the future. Details of components of our accumulated unrealized carried interest is included in the definition of unrealized
carried interest on page 61.

Adjusted carry eligible capital excludes uncalled fund commitments and funds that have not yet reached their preferred return,
as well as co-investments and separately managed accounts that are subject to lower carry interest than our standard funds.
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A reconciliation from carry eligible capital to adjusted carry eligible capital is provided below:

fﬁﬁfgﬁsfo 2018 2017
Carry eligible CaPItal........cc.eiiiiiiiieiri ettt $ 46,860 $ 40,426
Less:
Uncalled private fund COMMITMENTS ......c..ccoririiirieiriiieenci ettt (21,091) (17,525)
Co-INVEStMENtS AN OTNET.....c..c.iiiiiitiiiiieie ettt ettt sttt (2,290) (2,150)
Funds not yet at target preferred TOUIM ... ....c.ceviieeiririeeiirecer et e (3,116) (2,008)
Adjusted carry eligible CaPItal ...........c.ciririiuiiririeieiir ettt $ 20363 $ 18,743

Assets under management refers to the total value of assets that we manage, on a gross asset value basis, including assets for
which we earn management fees and those for which we do not. This reflects the consolidated asset values of our consolidated
subsidiaries as well as the gross assets value of asset that we classify as equity accounted investments but operate on behalf of
our partners. This measure provides users with insight into the scale of our business.

Average consolidated in-place net rents are used to evaluate leasing performance within our Real Estate segment and are calculated
as the annualized amount of cash rent receivable from leases on a per square foot basis including tenant expense reimbursements,
less operating expenses. This measure represents the amount of cash generated from leases in a given period and excludes the
impact of rent escalations and free rent amortization.

Base management fees are determined by contractual arrangements, are typically equal to a percentage of fee bearing capital and
are accrued quarterly. Private fund base fees are typically earned on fee bearing capital from third-party investors only and are
earned on invested and/or uninvested fund capital, depending on the stage of the fund life. Base fees from listed partnerships
are earned on the total capitalization of the listed partnerships, which includes our investment. Base fees for BPY, BEP and TERP
include a quarterly fixed fee amount of $12.5 million, $5 million and $3 million, respectively. These entities each pay additional
fees of 1.25% on the increase in capitalization above their initial capitalization of $11.5 billion, $8 billion and $1.4 billion,
respectively. Base fees for BIP and BBU are 1.25% of total capitalization.

Capitalization at “our share” is a non-IFRS measure and presents our share of debt and other obligations based on our ownership
percentage of the related investments. We use this measure to provide insight into the extent to which our capital is leveraged in
each investment, which is an important component of enhancing shareholders returns. This may differ from our consolidated
leverage because of the varying levels of ownership that we have in consolidated and equity accounted investment, that in turn
have different degrees of leverage. We also use capitalization at our share to make financial risk management decisions at the
corporation.

A reconciliation of consolidated capitalization to capitalization at our share is provided below:

Zﬁlﬁ{fgﬁsf"’ 2018 AND DEC. 31, 2017 2018 2017
Total consolidated CapItaliZAtiON. ..........ccueirieiriiriiirieirtee ettt ettt $ 199,168 $ 192,720
Add: our share of debt of INVEStMENtS 1N ASSOCIALES .....c.veuvrveuieririeieteieierteeiereeie ettt eeenes 10,958 10,875
Less: non-controlling interests’ share of liabilities
NON-TECOUISE DOTTOWIIIES ...ttt ettt ettt ettt ettt st b ettt b e b e bbbt b e b e sbenees (52,933) (47,684)
Liabilities associated with assets held for Sale...........ooeoiiiriiiriiiiee e (1,253) (606)
Accounts payable and OtheT ...........c..ccuoiiiiiiiiiiiiicec e (8,710) (7,200)
Deferred tax liabilities (6,497) (6,205)
Subsidiary equity ODIIZAtIONS..........cveueiririereiririeieiirecereete ettt (2,235) (2,013)
NON-CONLTOIING INEETESTS. .....cveuiieieiieteiete ettt ettt ettt a ettt ae et a et et be e e eaenne (50,597) (51,628)
Total capitalization at OUL SRATE ..........c.ecieiriiiriiiiirr ettt $ 87,901 § 88,259
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Carried interest is a performance fee arrangement whereby we receive a percentage of investment returns, defined as total fund
profit net of fees and expenses, generated within a private fund based on a contractual formula. We are eligible to earn carried
interest once returns exceed performance hurdles, ranging from 6% to 10% (compounded annually). Once the fund has achieved
the performance hurdles, we earn an accelerated percentage of the additional fund profit until we have earned the percentage of
total fund profit net of fees and expenses, to which we are entitled, ranging from 10% to 20%.

Carry eligible capital represents the capital committed, pledged or invested in the private funds that we manage and which entitle
us to earn carried interest. Carry eligible capital includes both invested and uninvested (i.e. uncalled) private fund amounts as well
as those amounts invested directly by investors (co-investments) if those entitle us to earn carried interest. We believe this measure
is useful to investors as it provides additional insight into the capital base upon which we have potential to earn carried interest
once minimum investment returns are sufficiently assured.

Cash available for distribution/reinvestment is a non-IFRS measure and is the sum of our Asset Management segment FFO and
distributions received from our listed investments, net of Corporate FFO and preferred share dividends. This provides insight into
earnings received by the corporation that are available for distribution to common shareholders or to be reinvested into the business.
The components of cash available for distribution/reinvestment are provided below:

:-‘I\(A)R EI}(IJENTS})IREE MONTHS ENDED JUN. 30 2018 2017
Asset management FFO.........c.c.ooiiiiiiiieeee et $ 241 $ 231
Dividends received from IiSTEd ISSUCTS .......cuiiiiiiieiiieciieeieeeteeie ettt e e et e steeereeeaeebeeveeeseesbeeeseesaeessennas 344 315

Corporate activities FFO

FINancial @SSELS GAIMINES ......ceueeuteiirtertirtertieieeitetet ettt st ettt et e e et e b e s bt ebeeb e e it estentebesbesbesbesbeebeeseentens 14 11
Corporate costs, cash taxes and other corporate INVEStMENtS.............ccoooviiiiiiiiiiiniiiiciccccce, 39) 5
COTPOTAE INTETEST EXPEIISE. .. c.veueeriarereatertetirtestateteseateseasesteseasestesentesesseneesensesesteneebenteststeneesestenesteneeneseeneane (80) (63)
(105) (47)
Preferred share divIdends ..ot s (38) (35)
Cash available for diStribution/TeINVESTMENL..........coveveveuiririeieiieieiienieeeeree ettt seaenes $ 442 $ 464

Cash distributions received from listed issuers represent dividends paid to the company by our listed issuers, Norbord and Acadian
based on their publicly disclosed distribution policies and our ownership levels.

Consolidated capitalization reflects the full capitalization of wholly owned and partially owned entities that we consolidate in
our financial statements. Our consolidated capitalization includes 100% of the debt of the consolidated entities even though in many
cases we only own a portion of the entity and therefore our pro-rata exposure to this debt is much lower. In other cases, this basis
of presentation excludes the debt of partially owned entities that are accounted for following the equity method, such as our
investments in GGP, Canary Wharf and several of our infrastructure businesses.

Core liquidity represents the amount of cash, financial assets and undrawn credit lines at the corporation and the listed partnerships.
We use core liquidity as a key measure of our ability to fund future transactions and capitalize quickly on opportunities as they
arise. Our core liquidity also allows us to backstop the transactions of our various businesses as necessary and fund the development
of new activities that are not yet suitable for our investors.

Corporate capitalization represents the amount of debt issued by the corporation and our issued and outstanding common and
preferred shares.
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Economic net income (“ENI”) is a non-IFRS measure used for our Asset Management segment and is the sum of fee related
earnings and unrealized carried interest, net of associated costs (which are predominantly associated with employee long-term
incentive plans and taxes). We provide this measure as a supplement to FFO for our Asset Management segment to assess operating
performance, including the fee revenues and carried interest generated on unrealized changes in value of our private fund investment
portfolios. We use this measure to evaluate the total value created within our funds in a period and it is a leading indicator for
future growth of our asset management FFO. ENI is a widely used measure in the alternative asset management industry and
we believe it provides investors a meaningful data point to benchmark the performance of our Asset Management segment
against our peers.

FOR THE THREE MONTHS ENDED JUN. 30

(MILLIONS) 2018 2017
Fee Te1ated CAITINES .........cvovieeeieeeieeeetcece ettt ettt et e s es et et eae s et et e s e s es et esean et e s eanneseaesnanen $ 241§ 231
Realized carried INTEIESt, NET.......c.cciviiuiiririeieiiririeie ettt ettt ettt ettt b ettt b et st b ettt se e ss bt e es 2 —
Asset Management FFO ... ......ccoooiiiiiiee ettt sttt benre e 243 231
Less: Realized carried INEIESt, NEt ..........c..oouiieviiirieriiee e eeeeee et ettt eete e et e e e eteeerseeteeereenseereereanes ?2) —
Unrealized carried interest generated in the period, NEt............c.cceeveevierieieieiieeeeceeceeeeeee et 95 125
BN ettt ettt h et a ke h et bt h Rt h e bbbt s b et be s s beneas $ 336 $ 356

Economic ownership interest represents the company’s proportionate equity interest in our listed issuers which can include
redemption-exchange units (“REUs”), Class A limited partnership units, special limited partnership units and general partnership
units in each subsidiary, where applicable. REUs share the same economic attributes as the Class A limited partnership units in
all respects except for our redemption right, which the partnership can satisfy through the issuance of Class A limited partnership
units. The REUs and general partnership units participate in earnings and distributions on a per unit basis equivalent to the per
unit participation of the Class A limited partnership units of the subsidiary. The company’s economic ownership interest in BPY
is determined after considering the conversion of BPY’s preferred equity units into limited partnership units.

Fee bearing capital represents the capital committed, pledged or invested in the listed partnerships, private funds and public
securities that we manage which entitles us to earn fee revenues. Fee bearing capital includes both invested and uninvested
(i.e. uncalled) amounts, as well as amounts invested directly by investors (co-investments). We believe this measure is useful to
investors as it provides additional insight into the capital base upon which we earn asset management fees and other forms
of compensation.

Fee related earnings is comprised of fee revenues less direct costs associated with earning those fees, which include employee
expenses and professional fees as well as business related technology costs, other shared services and taxes. We use this measure
to provide additional insight into the operating profitability of our asset management activities.

Fee revenues include base management fees, incentive distributions, performance fees and transaction fees presented within our
Asset Management segment. Many ofthese items do not appear in consolidated revenues because they are earned from consolidated
entities and are eliminated on consolidation.
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Funds from operations (“FF0”) is a key measure of our financial performance. We use FFO to assess operating results and the
performance of our businesses on a segmented basis. While we use segment FFO as our segment measure of profit and loss
(see Note 3 to our consolidated financial statements), the sum of FFO for all our segments, or total FFO, is a non-IFRS measure.
The following table reconciles total FFO to net income:

Three Months Ended Six Months Ended
Total Per Share Total Per Share
(MILLIONS) DS ENDED JUN. 30 2018 2017 2018 2017 2018 2017 2018 2017
NEt INCOME ...ttt $1664 $ 958 $ 1.67 $ 094 $3519 $1476 $ 353 §$§ 144
Realized disposition gains recorded as fair
value changes or eqUity .......ccccvevverververreereenenne. 95 499 0.10 0.51 515 651 0.53 0.67

Non-controlling interest in FFO (1,294) (1,103) (1.39) (1.13)  (2,756) (2,032) (2.82) (2.08)

Financial statement components not included

in FFO
Equity accounted fair value changes and other
NnoNn-FFO 1tems.......cceovviniininiinceeee 283 241 0.29 0.25 616 363 0.63 0.37
Fair value changes (833) (213) (0.85) (0.22) (1,405) ® (1.44) (0.01)
Depreciation and amortization...........c.cceeeueenee. 672 613 0.69 0.63 1,342 1,112 1.37 1.14
Deferred income taxes 203 31 0.21 0.03 129 139 0.13 0.14
Total FFO ...ooviiiiieieeceeeeee $ 790 $1,026 $ 077 $ 1.01 $1,90 $1,700 $§ 193 $ 1.67

We use FFO to assess our performance as an asset manager and separately as an investor in our assets. FFO includes the fees that
we earn from managing capital as well as our share of revenues earned and costs incurred within our operations, which include
interest expense and other costs. Specifically, FFO includes the impact of contracts that we enter into to generate revenue, including
asset management agreements, power sales agreements and contracts that our operating businesses enter into such as leases and
take or pay contracts, and sales of inventory. FFO also includes the impact of changes in leverage or the cost of that financial
leverage as well as other costs incurred to operate our business.

We use realized disposition gains and losses within FFO in order to provide additional insight regarding the performance of
investments on a cumulative realized basis, including any unrealized fair value adjustments that were recorded in equity and not
otherwise reflected in current period FFO, and believe it is useful to investors to better understand variances between reporting
periods. We exclude depreciation and amortization from FFO, as we believe that the value of most of our assets typically increases
over time, provided we make the necessary maintenance expenditures, the timing and magnitude of which may differ from the
amount of depreciation recorded in any given period. In addition, the depreciated cost base of our assets is reflected in the ultimate
realized disposition gain or loss on disposal. As noted above, unrealized fair value changes are excluded from FFO until the period
in which the asset is sold. We also exclude deferred income taxes from FFO because the vast majority of the company’s deferred
income tax assets and liabilities are a result of the revaluation of our assets under IFRS.

Our definition of FFO may differ from the definition used by other organizations, as well as the definition of FFO used by the
Real Property Association of Canada (“REALPAC”) and the National Association of Real Estate Investment Trusts, Inc.
(“NAREIT”), in part because the NAREIT definition is based on U.S. GAAP, as opposed to IFRS. The key differences between
our definition of FFO and the determination of FFO by REALPAC and/or NAREIT are that we include the following: realized
disposition gains or losses and cash taxes payable or receivable on those gains or losses, if any; foreign exchange gains or losses
on monetary items not forming part of our net investment in foreign operations; and foreign exchange gains or losses on the sale
of an investment in a foreign operation. We do not use FFO as a measure of cash generated from our operations.
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Incentive distributions are determined by contractual arrangements and are paid to us by BPY, BEP, BIP and TERP and represent
a portion of distributions paid by listed partnerships above a predetermined hurdle. Incentive distributions are accrued on the
record date of the associated distributions of the entity.

A summary of our distribution hurdles and current distribution rates is as follows:

Current Distribution Hurdles Incentive
AS AT JUN. 30,2018 Distribution Rate' (per unit) Distributions
Brookfield Infrastructure Partners (BIP)...........ccccooeveiviiiirieennnnne $ 1.88 § 081/ $ 0.88 15% /25%
Brookfield Renewable Partners (BEP)..........ccccccoveiiiniiieee 1.96 1.50 / 1.69 15% /25%
Brookfield Property Partners (BPY) .....cccooveivieiniecieiicieeee 1.26 1.10 / 1.20 15% / 25%
TerraForm Power (TERP) ........cccooviiiiiiececceceeecee 0.76 0.93 / 1.05 15% /25%

1. Annualized rate based on June 30, 2018 distribution rates

Invested capital is the amount of common equity in our operating segments. We measure segment assets based on common equity
by segment. We utilize common equity by segment to analyze our deconsolidated balance sheet and to assist in capital
allocation decisions.

Long-term average generation (“LTA”) is used in our Renewable Power segment and is determined based on expected electrical
generation from its assets in commercial operation during the year. For assets acquired or reaching commercial operation during
the year, long-term generation is calculated from the acquisition or commercial operation date. In Brazil, assured generation levels
are used as a proxy for long-term average. We compare long-term average generation to actual generation levels to assess the
impact on revenues and FFO of hydrology and wind generation levels, which vary from one period to the next.

Performance fees are paid to us when we exceed predetermined investment returns within BBU and on certain public securities
portfolios. BBU performance fees are accrued quarterly, whereas performance fees within public security funds are typically
determined on an annual basis. Performance fees are not subject to clawback.

Proportionate basis generation is used in our Renewable Power segment to describe the total amount of power generated by
facilities held by BEP, at BEP’s respective economic ownership interest percentage.

Realized carried interest represents our share of investment returns based on realized gains within a private fund. Realized carried
interest earned is recognized when an underlying investment is profitably disposed of and the fund’s cumulative returns are in
excess of preferred returns, in accordance with the respective terms set out in the fund’s governing agreements, and when the
probability of clawback is remote. We include realized carried interest when determining our Asset Management segment results
within our consolidated financial statements.

Realized carried interest, net is after direct costs, which include employee expenses and cash taxes.

Realized disposition gains/losses include gains or losses arising from transactions during the reporting period together with any
fair value changes and revaluation surplus recorded in prior periods and are presented net of cash taxes payable or receivable.
Realized disposition gains include amounts that are recorded in net income, other comprehensive income and as ownership changes
in our consolidated statements of equity, and exclude amounts attributable to non-controlling interests unless otherwise noted. We
use realized disposition gains/losses to provide additional insight regarding the performance of investments on a cumulative
realized basis, including any unrealized fair value adjustments that were recorded in prior periods and not otherwise reflected in
current period FFO, and believe it is useful to investors to better understand variances between reporting periods.

Same-store or same-property represents the earnings contribution from assets or investments held throughout both the current
and prior reporting period on a constant ownership basis. We utilize same-store analysis to illustrate the growth in earnings
excluding the impact of acquisitions or dispositions.

Uninvested capital represents capital that has been committed or pledged to private funds managed by us. We typically, but not
always, earn base management fees on this capital from the time that the commitment or pledge to our private fund is effective.
In certain cases, we earn fees only once the capital is invested or earn a higher fee on invested capital than committed capital. In
certain cases, investors retain the right to approve individual investments before providing the capital to fund them. In these cases,
we refer to the capital as pledged or allocated.

Unrealized carried interest is a non-IFRS measure and is the change in accumulated unrealized carried interest from prior period
and represents the amount of carried interest generated during the period. We use this measure to provide insight into the value
our investments have created in the period.
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The following table identifies the inputs of accumulated carried interest to arrive at unrealized carried interest generated in
the period:

Adjusted Adjusted Fund Target Current
AS AT JUN. 30 Carry Elig.ibl? Multip!e og Carrie(g Carried
(MILLIONS) Capital Capital Interest Interest
2018
ReAl EState.............oooovviiiiiiiiiieceiee e $ 8,658 1.8x 20% 18%
INfrastructure ..o 9,609 1.4x 20% 16%
Private EQUity..........ccccooooiiiiiiiiieeee 2,096 2.7x 20% 20%
$ 20,363
2017 -
Real EState......c.evveiiiiiieiiiiiei e $ 8,676 1.8x 20% 10%
INFrASTIUCHUTE ...t 8,453 1.4x 20% 15%
Private EQUILY .......ccoovviiiiiiiiiiiiciicccces 1,614 1.4x 20% 11%
T
1. Excludes uncalled private fund commitments, co-investment capital and funds that have not met their preferred return
2. Adjusted Multiple of Capital represents the ratio of total distributions plus estimates of remaining value to the equity invested, and reflects performance net of fund

management fees and expenses, before carried interest. Our core, credit and value add funds pay management fees of 0.90 — 1.50% and our opportunistic and private

equity funds pay fees of 1.50 — 2.00%. Funds typically incur fund expenses of approximately 0.35% of carry eligible capital annually

Fund target carried interest percentage is the target carry average of the funds within adjusted carry eligible capital as at each period end

4. When a fund has achieved its preferred return, we earn an accelerated percentage of the additional fund profit until we have earned the fund target carried interest
percentage. Funds in their early stage of earning carry will not yet have earned the full percentage of total fund profit to which we are entitled

w

The following table summarizes the unrealized carried interest generated in the current and prior year periods:

Accumulated Unrealized Carried Interest Accumulated Unrealized Carried Interest

Jun. 30, 2018 Mar. 31, 2018 Change  Jun. 30,2017  Mar. 31,2017 Change
Real Estate.........cccooevieinieinieieecene $ 1,155 § 1,097 $ 58 $ 666 S 575 $ 91
Infrastructure ..........coceeeeeveeeencreeeenenn 683 690 @) 479 427 52
Private BQUILY covvvveeeeeeeeeeeeeeeeeeeeeeeerene 689 629 60 74 62 12
Accumulated unrealized carried
INEETEST .eviieeiieiieeieee e 2’527 2’416 111 1’219 19064 155
Less: associated expenses' ................... (778) (760) as) (384) (354) (30)
Accumulated unrealized carry, net........ $ 1,749 $ 1,656 93 $§ 835 $ 710 125
Add: realized carried interest, net.......... - 2 —
Unrealized carried interest, net.............. $ 95 $ 125
1. Carried i(;lterest generated is subject to taxes and long-term incentive expenses to investment professionals. These expenses are typically 30 — 35% of carried interest
generate

Unrealized carried interest, net is after direct costs, which include employee expenses and taxes.
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