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What Is a Liability Management Exercise?

A liability management exercise, or LME, is a transaction, or series of transactions, in which
a borrower restructures existing debt, often to extend maturities, reduce interest costs or
exchange existing instruments for new ones. These transactions are common in distressed
or opportunistic credit situations and can include debt exchanges, amend-and-extend
agreements or debt-for-equity swaps.

LMEs, have become an increasingly important feature of today’s credit markets. As borrowers face higher
financing costs, looming maturities and limited access to traditional capital, many are seeking to restructure
debt outside of formal bankruptcy. For investors, these transactions can create both risk and opportunity,
particularly when outcomes depend on scale, positioning and restructuring expertise.

Why do some companies initiate LMEs?
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Because LMEs typically rely on creditors to provide new capital, exchange debt, extend maturities or reprioritize
claims, investors with both scale and restructuring expertise may play a significant role in structuring transactions.

Why do some lenders participate in LMEs?

Participating lenders may receive improved terms, stronger protections or higher repayment priority in exchange
for providing restructuring support.
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For illustrative purposes only. Participation in a liability management exercise involves risks, and outcomes may vary significantly based
on the issuer’s circumstances, transaction structure and negotiations among creditors. Participation does not guarantee improved
terms, enhanced protections, favorable economic outcomes, or higher repayment priority.
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LMEs highlight why experience matters in opportunistic credit. These situations require investors to evaluate
potential outcomes, analyze legal documentation, value collateral and make sound underwriting decisions
under time constraints. For investors seeking return drivers beyond traditional credit or equity markets, LMEs
may represent one way that complexity can influence investment outcomes, especially for managers with
scale, relationships and restructuring experience.
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A Word About Risk

Alternative investments often are speculative and include a high degree of risk. Investors could lose all or a substantial amount of their
investment. High-yield bonds are subject to interest-rate risk. When interest rates rise, bond prices fall; generally, the longer a bond’s
maturity, the more sensitive it is to this risk. Yields are subject to change with economic conditions. Yield is only one factor that should
be considered when making an investment decision.

The information in this publication is not and is not intended as investment advice, an indication of trading intent or holdings, or a

prediction of investment performance. Diversification does not guarantee a profit or protect against loss. The views and information
expressed herein are subject to change at any time. Brookfield disclaims any responsibility to update such views and/or information.
This information is deemed to be from reliable sources; however, Brookfield does not warrant its completeness or accuracy.

The opinions expressed herein are the current opinions of Brookfield, including its subsidiaries and affiliates, and are subject to
change without notice. Brookfield, including its subsidiaries and affiliates, assumes no responsibility to update such information or
to notify clients of any changes. Any outlooks, forecasts or portfolio weightings presented herein are as of the date appearing on this
material only and are also subject to change without notice. Past performance is not indicative of future performance, and the
value of investments and the income derived from those investments can fluctuate.

Forward-Looking Statements

The information herein contains, includes or is based on forward-looking statements within the meaning of the federal securities
laws, specifically Section 21E of the Securities Exchange Act of 1934, as amended, and Canadian securities laws. Forward-looking
statements include all statements, other than statements of historical fact, that address future activities, events or developments,
including, without limitation, business or investment strategy or measures to implement strategy, competitive strengths, goals,
expansion and growth of our business, plans, prospects and references to our future success. You can identify these statements
by the fact that they do not relate strictly to historical or current facts.

Words such as “anticipate,” “estimate,” “expect,” “project,” “intend,” “plan,” “believe” and other similar words are intended to
identify these forward-looking statements. Forward-looking statements can be affected by inaccurate assumptions or by known
or unknown risks and uncertainties. Many such factors will be important in determining our actual future results or outcomes.
Consequently, no forward-looking statement can be guaranteed.
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Our actual results or outcomes may vary materially. Given these uncertainties, you should not place undue reliance on these
forward-looking statements. They are not intended to provide an overview of the terms applicable to any products sponsored by
Brookfield Corporation and its affiliates (together, “Brookfield”). Information and views are subject to change without notice. Some
of the information provided herein has been prepared based on Brookfield’s internal research, and certain information is based on
various assumptions made by Brookfield, any of which may prove to be incorrect. Brookfield may not have verified (and disclaims
any obligation to verify) the accuracy or completeness of any information included herein, including information that has been
provided by third parties, and you cannot rely on Brookfield as having verified any of the information. The information provided
herein reflects Brookfield’s perspectives and beliefs as of the date of this commentary.
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