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Explanatory Note:
On April 3, 2023, Finance of America Companies Inc. (the “Company”) announced that the Company completed its previously disclosed acquisition of a substantial

majority of assets and certain liabilities of American Advisors Group (now known as Bloom Retirement Holdings Inc.) pursuant to an asset purchase agreement. On December
6, 2022, concurrently with the execution of the asset purchase agreement, Finance of America Reverse LLC, an indirect subsidiary of the Company, entered into a Servicing
Rights Purchase and Sale Agreement (the "MSR Purchase Agreement") and a Loan Sale Agreement (the "Mortgage Loan Purchase Agreement" and the transactions
contemplated thereby, collectively with the transactions contemplated by the asset purchase agreement and MSR Purchase Agreement, the "AAG Transaction") with
AAG/Bloom. The AAG Transaction closed on March 31, 2023, and was previously disclosed by the Company in its Current Report on Form 8-K filed with the Securities and
Exchange Commission on April 3, 2023, which description is incorporated herein by reference.

This Current Report on Form 8-K/A amends and supplements the aforementioned initial 8-K to provide the below financial statements and information.
No other modifications to the initial Form 8-K are being made by this Form 8-K/A, which should be read in conjunction with the initial report and provides a more

complete description of the AAG Transaction.

Item 9.01. Financial Statements and Exhibits.

(a) Financial statements of business acquired.

The audited financial statements of American Advisors Group, consisting of the consolidated balance sheets as of December 31, 2022 and 2021 and the related
consolidated statements of operations, statements of stockholders' equity, and cash flows for the years ended December 31, 2022 and 2021, and related notes, are filed as
Exhibit 99.1 hereto and incorporated herein by reference.

(b) Pro forma financial information.

The unaudited pro forma condensed consolidated financial information of the Company giving effect to the AAG Transaction, including the unaudited pro forma
condensed consolidated statements of operations for the three months ended March 31, 2023 and the year ended December 31, 2022, and related notes thereto, are attached
hereto as Exhibit 99.2 and incorporated herein by reference.

The unaudited pro forma condensed consolidated financial information is not intended to represent or be indicative of the Company’s consolidated results of
operations or financial position that would have been reported had the AAG Transaction been completed as of the date presented, and should not be taken as a representation of
the Company’s future consolidated results of operations or financial condition. The pro forma adjustments are based on available information and certain assumptions that
management believes are reasonable under the circumstances, and are presented for informational purposes only.

(d) Exhibits.

Exhibit No.  Description

23.1 Consent of RSM US LLP
99.1 American Advisors Group Audited Financial Statements for the Years Ended December 31, 2022 and 2021
99.2 Unaudited Pro Forma Consolidated Financial Information
104 Cover Page Interactive Data File (embedded within the Inline XBRL document)

Forward-Looking Statements

This Current Report on Form 8-K/A contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These forward-
looking statements are subject to a number of risks, uncertainties and assumptions. If such risks or uncertainties materialize, or such assumptions prove incorrect, our results and
those of our consolidated subsidiaries could differ materially from those expressed or implied by such forward-looking statements and assumptions. All statements other than
statements of historical fact are statements that could be deemed forward-looking statements, including statements about the expected benefits and costs of the AAG
Transaction; statements about our plans relating to the AAG Transaction; statements about the future financial and accounting impact of the AAG Transaction; any

https://www.sec.gov/ix?doc=/Archives/edgar/data/1828937/000119312523088923/d406882d8k.htm


statements of expectation or belief; and any statements of assumptions underlying any of the foregoing. Risks, uncertainties and assumptions include the possibility that the
expected costs and benefits of the AAG Transaction may not materialize as expected; the risk that preliminary financial reporting estimates and assumptions may prove to be
incorrect; and other risks that are described in our reports that are filed with the Securities and Exchange Commission, including, but not limited to, the risks described in our
Annual Report on Form 10-K for the year ended December 31, 2022 and in our other filings with the Securities and Exchange Commission, which are accessible on the SEC's
website at www.sec.gov. Readers are cautioned not to put undue reliance on such forward-looking statements because actual results may vary materially from those expressed
or implied. The Company assumes no obligation to, and expressly disclaims any obligation to, update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise except as required by applicable law.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned hereunto
duly authorized.
 

Finance of America Companies Inc.

Dated: June 14, 2023 By: /s/ Johan Gericke
Name: Johan Gericke

     Title: Chief Financial Officer



Exhibit 23.1

CONSENT OF INDEPENDENT AUDITOR

We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (No. 333-256453), S-8 (Nos. 333-257180, 333-
261461, and 333-265690) of Finance of America Companies Inc. of our report dated March 31, 2023 relating to the consolidated financial
statements of American Advisors Group, which appears in this Current Report on Form 8-K/A of Finance of America Companies Inc.

/s/ RSM US LLP
Las Vegas, Nevada
June 14, 2023





Exhibit 99.1 American Advisors Group Irvine, California HUD-Approved Title I & II Non-Supervised Lender and GNMA Issuer of Mortgage-Backed Securities Financial and Compliance Report December 31, 2022
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1 Independent Auditor’s Report Board of Directors American Advisors Group Opinion We have audited the consolidated financial statements of American Advisors Group and its subsidiaries (the Company), which comprise the consolidated balance sheets as of December 31, 2022 and 2021, the related consolidated statements of operations, stockholders’ equity and cash flows for the years then ended, and the related notes to the consolidated financial statements (collectively, the financial statements). In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2022 and 2021, and the results of their operations and their cash flows for the years then ended in accordance with accounting principles generally accepted in the United States of America. Basis for Opinion We conducted our audits in accordance with auditing standards generally accepted in the United States of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be independent of the Company and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. Emphasis of Matter As discussed in Note 6 to the financial statements, the Company was in violation of debt covenants as of December 31, 2022. Management’s evaluation of the events and conditions and management’s plans to mitigate these matters are described in Note 1 to the financial statements. Our opinion is not modified with respect to this matter. Responsibilities of Management for the Financial Statements Management is responsible for the preparation and fair presentation of the financial statements in accordance with accounting principles generally accepted in the United States of America, and for the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error. In

preparing the financial statements, management is required to evaluate whether there are conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going concern within one year after the date that the financial statements are issued or available to be issued.



 



2 Auditor’s Responsibilities for the Audit of the Financial Statements Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements. In performing an audit in accordance with GAAS, we: � Exercise professional judgment and maintain professional skepticism throughout the audit. � Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and design and perform audit procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. � Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, no such opinion is expressed. � Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluate the overall presentation of the financial statements. � Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going concern for a reasonable period of time. We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit, significant audit

findings, and certain internal control–related matters that we identified during the audit. Las Vegas, Nevada March 31, 2023



 



3 American Advisors Group Consolidated Balance Sheets (in thousands) Assets 2022 2021 Cash and restricted cash 16,015$ 40,624$ Prepaid expenses and other assets, net 10,973 35,869 Reverse mortgage loans held for investment, at fair value 5,154,772 2,273,893 Mortgage loans held for sale, at fair value 17,087 88,669 Real estate owned 11,448 11,355 Property and equipment, net 7,212 14,153 Goodwill and intangible assets - 1,655 Total assets 5,217,507$ 2,466,218$ Liabilities and Stockholders’ Equity Liabilities Accounts payable and accrued liabilities 52,421$ 97,964$ Warehouse and other lines of credit 171,989 449,931 Notes payable 39,204 16,826 Liability to GNMA Trusts, at fair value 4,920,215 1,755,679 Deferred income taxes 2,196 14,412 Total liabilities 5,186,025 2,334,812 Commitments and Contingencies (Notes 5, 11, 12, 14 and 15) Stockholders’ Equity Common Stock, Class A - 2 Common Stock, Class B - - Preferred Stock, Series B - - Preferred Stock, Series C-1 - - Preferred Stock, Series D Voting - - Preferred Stock, Series D Non-Voting - - Preferred Stock, Series E - - Additional paid-in capital 30,470 30,272 Retained earnings 1,012 100,132 Total American Advisors Group stockholders’ equity 31,482 130,406 Noncontrolling interest - 1,000 Total stockholders' equity 31,482 131,406 Total liabilities and stockholders’ equity 5,217,507$ 2,466,218$ December 31, The accompanying notes are an integral part of the financial statements.



 



4 American Advisors Group Consolidated Statements of Operations (in thousands) 2022 2021 Revenues: Net fair value gains on loans held for investment and related GNMA obligations 123,997 $ 311,617 $ Interest income 174,240 342,846 Loan origination fees 44,976 23,330 Gains on mortgage loans held for sale 13,274 24,089 Other income 3,514 880 Total revenues 360,001 702,762 Expenses: Interest expense 167,641 320,184 Personnel expense 162,633 205,939 Marketing expense 62,430 92,164 Other operating expense 71,678 82,495 Depreciation and amortization 6,487 5,610 Total expenses 470,869 706,392 Loss before provision for income taxes (110,868) (3,630) (Benefit) Provision for income taxes (11,930) 4,383 Net loss (98,938) $ (8,013) $ The accompanying notes are an integral part of the financial statements. For the Years Ended December 31,



 



5 American Advisors Group Consolidated Statements of Stockholders’ Equity For the years ended December 31, 2022 and 2021 (in thousands) Common Common Preferred Preferred Preferred Preferred Preferred Additional Stock Stock Stock Stock Stock Stock Stock Paid-In Noncontrolling Retained Class A Class B Series B Series C-1 Series D VotingSeries D Non-Voting Series E Capital Interest Earnings Total Balance, December 31, 2020 -$ -$ -$ 1$ -$ -$ -$ 30,388$ -$ 147,994$ 178,383$ Share repurchase 2 - - (1) - - - (325) - (39,834) (40,158) Stock-based compensation - - - - - - - 209 - - 209 Distributions to preferred stockholders - - - - - - - - - (15) (15) Contributions - - - - - - - - 1,000 - 1,000 Net loss - - - - - - - - - (8,013) (8,013) Balance, December 31, 2021 2$ -$ -$ -$ -$ -$ -$ 30,272$ 1,000$ 100,132$ 131,406$ Share repurchase (2) - - - - - - (392) - (182) (576) Stock-based compensation - - - - - - - 35 - - 35 Deconsolidateion of variable interest entity - - - - - - - - (1,000) - (1,000) Exercise of stock options - - - - - - - 555 - - 555 Net loss - - - - - - - - - (98,938) (98,938) Balance, December 31, 2022 -$ -$ -$ -$ -$ -$ -$ 30,470$ -$ 1,012$ 31,482$ The accompanying notes are an integral part of the financial statements.



 



6 American Advisors Group Consolidated Statements of Cash Flows (in thousands) 2022 2021 Cash Flows From Operating Activities Net loss (98,938)$ (8,013)$ Adjustments to reconcile net loss to net cash used in operating activities: Net change in fair value of reverse mortgage loans held for investment and related GNMA obligations (30,109) (103,480) Net change in fair value of mortgage loans held for sale 5,137 (3,158) Deferred income tax benefit (12,215) (37,837) Depreciation and amortization expense 6,487 5,610 Stock-based compensation 35 209 Gains on sale of mortgage loans held for sale (13,274) (24,089) Origination and purchases of loans held for sale, at fair value (394,462) (543,503) Sales proceeds and loan payment proceeds for mortgage loans held for sale, at fair value 474,181 523,230 Changes in assets and liabilities: Prepaid expenses and other assets, net 26,346 (18,003) Impairment of goodwill 1,645 - Accounts payable and accrued liabilities, net (43,703) 22,677 Net used in operating activities (78,870) (186,357) Cash Flows From Investing Activities Origination and purchases of loans held for investment (2,772,790) (3,617,414) Principal payments received on loans held for investment 153,191 2,139,509 Proceeds from sale of loans held for investment - 338,289 Disposition (acquisition) of property and equipment 187 (7,084) Proceeds from sale of real estate owned 3,199 24,827 Net cash used in investing activities (2,616,213) (1,121,873) Cash Flows From Financing Activities Proceeds from Ginnie Mae securitizations 3,079,412 3,386,545 Payments on Ginnie Mae obligations (153,191) (2,106,042) Warehouse and other lines of credit, net (277,942) 122,176 Contributions from noncontrolling interest - 1,000 Proceeds from notes payable 22,378 20,000 Payments on notes payable - (86,000) Stock option exercise 393 - Share repurchase (576) (40,158) Distributions to preferred stockholders - (15) Net cash provided by financing activities 2,670,474 1,297,506 Decrease in cash and restricted cash (24,609) (10,724) Cash and restricted cash, beginning of year 40,624 51,348 Cash and restricted cash, end of year 16,015$ 40,624$ The accompanying notes are an integral part of the financial statements. For the Years Ended December 31,



 



7 American Advisors Group Consolidated Statements of Cash Flows (in thousands) 2022 2021 Supplemental disclosures of cash flow information Cash paid during the year for: Interest 17,241$ 21,157$ Income taxes 27,289$ 10,467$ Non-cash operating, investing and financing activities Other real estate owned acquired In the settlement of loans 2,861$ 6,757$ Right of use assets echanged for lease liabilities 1,436$ -$ Exercise of stock option for notes receivable 162$ -$ Transfer of reverse mortgage loans held for investment and related liability to GNMA Trust -$ 12,020,326$ For the Years Ended December 31, The accompanying notes are an integral part of the financial statements.



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 8 Note 1. Business and Summary of Significant Accounting Policies American Advisors Group (AAG or the Company) is a non-bank mortgage company focused primarily on the origination, acquisition, sale or securitization, and servicing of reverse mortgage loans in the United States. The Company also originates and sells traditional mortgage loans. The Company is incorporated under the laws of the State of California. In December 2022 the Company entered into an Asset Purchase Agreement under which the Company agreed to sell the substantial majority of its assets to a third party. As of December 31, 2022, the value of consideration expected to be received from the sale totaled $46,588, consisting of $36,588 of stock from the buyer, a $4,500 note receivable and $5,500 cash consideration. The asset sale was completed on March 31, 2023. The Company recorded a valuation allowance on the assets held for sale of $40,662 as of December 31, 2022, of which $38,477 is included in net fair value gains on loans held for investment and related GNMA obligations, $1,645 is included in other operating expense and $540 is included in depreciation and amortization. Following the completion of the sale, the Company is changing its name to Bloom Retirement Holdings Inc. Reverse mortgages enable senior homeowners to convert equity in their homes into cash without having to sell their residence and move. Under a reverse mortgage, the lender advances funds to a borrower as a lump sum, in monthly payments, through a line of credit or a combination of these options. The borrower is not required to make monthly payments of principal and interest on the loan. Rather, over time, the reverse mortgage balance increases as a result of additional advances, accruing interest and fees. Reverse mortgage borrowers must be at least 62 years of age and must have significant equity in their homes. There are two types of reverse mortgages: Home Equity Conversion Mortgages (HECM) and proprietary reverse mortgages. HECM loans are

federally insured and make up the majority of the reverse mortgage market. The U.S. Department of Housing and Urban Development (HUD) promulgates regulations with respect to HECM loans. Proprietary reverse mortgages are equity conversion products, similar in characteristics to the HECM but are developed and backed solely by private financial institutions. The Company has been approved by the Federal Housing Administration (FHA) to participate in its administered programs and securitize reverse mortgages in Government National Mortgage Association (Ginnie Mae or GNMA) pools of mortgage-backed securities. Reverse mortgages are essentially equity- based transactions; accordingly, there have historically been no income or credit qualifications. However, legislation was passed that authorized the HUD to make certain program changes independently. HUD announced changes via mortgagee letters in 2013, 2016 and 2017 in an effort to have the HECM program operate without a subsidy. These changes include limitations on the amount of principal that may be drawn at the time of origination of the loan, as well as prospective requirements to assess borrowers’ ability to pay property insurance and property taxes. A summary of the Company’s significant accounting policies is as follows: Use of estimates: The Company maintains its accounting records on the accrual basis of accounting in accordance with accounting principles generally accepted in the United States (U.S. GAAP). In preparing the financial statements, management is required to make estimates based on available information that can affect the reported amounts of assets and liabilities; the disclosure of contingent assets and liabilities as of the balance sheet date; and the revenues and expenses for the related periods. Because of the inherent uncertainties associated with any estimation process, and due to possible future changes in market and economic conditions, which affect presented values, it is possible that actual future results on realization of the underlying assets and liabilities could differ significantly from those estimates. Material estimates that are susceptible to significant change in the near term relate to reverse mortgage loans held



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 9 for investment, at fair value; liability to GNMA Trusts, at fair value; real estate owned, at net realizable value; loans held for sale, at fair value; and the loan loss and repurchase reserves. Principles of consolidation: The consolidated financial statements include the Company’s wholly owned subsidiary, AAGRS, which was established in 2017. Income from AAGRS was not material in 2022 and 2021. The Company also consolidates variable interest entities (VIEs) wherein the Company is the primary beneficiary of the VIE and has the obligation to absorb it’s losses. The Company will consolidate the VIE when it is determined the Company is the primary beneficiary. The Company will deconsolidate the VIE when the Company is no longer the primary beneficiary. The Company acquired an interest in Bettercare Insurance Services (BCIS) in 2021 and identified it to be a VIE. All intercompany transactions and balances have been eliminated in consolidation. In December 2021, a third party made a capital contribution in exchange for noncontrolling interests in BCIS. In accordance with the provisions of ASC 810, Consolidation, the Company classifies the noncontrolling interest as a component of stockholders’ equity in the consolidated balance sheet as of December 31, 2021. In December 2022 the Company completed the sale of its interests in BCIS and as such is no longer a VIE as of December 31, 2022. Restricted cash: The Company maintains cash on deposit which are restricted for use by the Company due to debt covenants and certain regulatory requirements. Cash in the amount of $4,678 and $2,473 have been included in cash and restricted cash on the consolidated balance sheets as of December 31, 2022 and 2021, respectively. Accounts receivable: The Company estimates an allowance for doubtful accounts based on the creditworthiness of its customers as well as general economic conditions. Reverse mortgage loans held for investment, at fair value: The Company routinely securitizes HECMs under its GNMA issuance authority.

Securitization and transfer of financial assets are generally accounted for as sales when an issuer has relinquished control over the transferred assets. Based upon the current structure of the GNMA securitization program, the Company believes that it has not relinquished control over the transferred assets; therefore, its securitizations fail to meet the U.S. GAAP criteria for sale accounting. The Company has elected under applicable accounting guidance to adjust reverse mortgage loans held for investment to fair value and recognize the change in fair value through earnings (see Note 10). As such, the Company recognizes the HECMs in reverse mortgage loans held for investment, at fair value, and the Company recognizes a corresponding liability to GNMA Trusts, at fair value, on the consolidated balance sheets. The associated change in fair value of the securitized reverse mortgage loans held for investment and the change in fair value for the liability to GNMA Trusts is recorded in net fair value gains on loans held for investment and related GNMA obligations in the consolidated statements of operations. The fair value option was elected for these assets and liabilities as the Company believes fair value best reflects the expected future economic performance of these assets and related liabilities. The fair value of these HECM loans, which are initially held in the Company's warehouse lines, is recorded based on committed trades on a loan-by-loan basis or, in the event the loans are not at that time committed to a trade, based on open mandatory trades and prevailing market conditions. Fair value also includes the estimated fair value of the loans' future cash flows arising from (i) the excess of the note rates over the interest rates and margins transferred to an investor, (ii) the residual gain or loss on securitization of future previously un-securitized additions to HECM loan balances ("tails"), and (iii) the cost to meet certain HUD and GNMA issuer and servicing obligations, including estimates of potential shortfalls in loss claims paid to the Company by the FHA.



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 10 For HECM loans originated for investment, loan origination fees are recorded by the Company when received and related direct loan origination costs are recognized when incurred. The yield on reverse loans held for investment is recorded in interest income on the statement of operations. The yield on reverse mortgage loans held for investment includes recognition of interest income based on the stated interest rates of the loans and are added to the principal balance of loans held for investment. Additionally, the Company advances monthly mortgage insurance premiums. Such advances are also added to the principal balance of loans held for investment and are not included in the statement of operations. As a GNMA issuer, the Company is required to repurchase loans out of GNMA securitization pools once the principal balance of the related HECM reaches 98% of its maximum claim amount, which is the lesser of a home's appraised value or the maximum loan limit that can be insured by FHA. Performing loans are repurchased and subsequently assigned to HUD. Non-performing loans due to events such as the mortgagor’s death, non-occupancy, delinquent taxes, or insurance are repurchased and liquidated through foreclosure or sale of real estate owned. The Company may incur losses on these non- performing loans in the form of non-reimbursable liquidation costs. Mortgage loans held for sale, at fair value: The Company sells its proprietary and conventional loans to private investors. The fair value of these loans is recorded based on committed trades on a loan-by-loan basis or, in the event the loans are not at that time committed to a trade, based on open mandatory trades and prevailing market conditions. The Company has $17,087 and $74,525 of proprietary loans and $345 and $14,144 of conventional loans as of December 31, 2022 and 2021, respectively. Property and equipment: Property and equipment are recorded at cost and depreciated over their estimated useful lives using the straight-line method. Useful lives for purposes of computing

depreciation range from two to five years, except for leasehold improvements, which are over the shorter of the lease term or seven years. Real estate owned: Real estate owned represents properties acquired through foreclosure or other proceedings. Real estate owned is initially recorded at fair value of the property less costs to sell. Advertising: Television production costs are capitalized, recorded in property and equipment and amortized over the period during which future benefits are expected to be received but not to exceed two years. All other advertising costs are charged to operations when incurred. Advertising costs are included in marketing expense on the accompanying consolidated statements of operations. Goodwill and intangible assets: Goodwill represent costs in excess of fair values assigned to the underlying net assets of acquired businesses. Goodwill is not amortized, but rather is tested for impairment annually, or more frequently if indications of potential impairment exist. Intangible assets with finite lives are amortized over their estimated useful lives and are reviewed for impairment whenever events or changes in circumstances indicate that their carrying amount may not be recoverable. The Company determined goodwill to be fully impaired as of December 31, 2022 and recorded an impairment charge of $1,645 in the Statement of Operations for the year ended December 31, 2022. Liability to GNMA Trusts, at fair value: Liability to GNMA Trusts, at fair value, represents the liability associated with the Company’s securitized HECM loan inventory, where the securitization does not meet the U.S. GAAP criteria for sale treatment. The Company has elected under applicable accounting guidance to adjust the liability to GNMA Trusts to fair value and recognize changes in fair value through earnings as a component of net fair value gains on loans held for investment and related GNMA obligations (see Note 10). The contractual interest rate on the Home Equity Conversion Mortgage-Backed



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 11 Security (HMBS) obligations includes recognition of interest expense based on the stated rates of the HMBS obligations and is included in interest expense on the consolidated statements of operations. Transfers of financial assets: Transfers of financial assets are accounted for as sales when control over the assets has been surrendered. Control over transferred assets is deemed to be surrendered when (1) the assets have been isolated from the Company, (2) the transferee obtains the right (free of conditions that constrain it from taking advantage of that right) to pledge or exchange the transferred assets, and (3) the Company does not maintain effective control over the transferred assets through an agreement to repurchase them before their maturity. The Company does not believe that it effectively passes the test with respect to (3) above and, accordingly, does not utilize sale accounting in relation to its GNMA HECM securitizations. The above conditions are met with respect to conventional and proprietary loans and are thus accounted for as sales. At the time of sale, the Company recognizes a gain on sale based on the difference between the proceeds received and the carrying amount of the loan at the time of sale. The Company recognized gain on sale of $531 and $24,089 on its mortgage loans held for sale for the years ended December 31, 2022 and 2021, respectively. Income taxes: Income taxes are provided for tax effects of transactions reported in the financial statements and consist of taxes currently payable plus deferred taxes. Deferred taxes are recognized for the difference between the bases of assets and liabilities for financial statement and income tax purposes. The deferred tax assets and liabilities represent the future tax consequences of those differences, which will either be taxable or deductible when the assets and liabilities are recovered or settled. Deferred tax assets are reduced by a valuation allowance if it is deemed more likely than not that some or all of the deferred tax assets will not be realized. Deferred tax assets and

liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment. Income tax benefits are recognized and measured based upon a two-step model: (1) a tax position must be more likely than not to be sustained based solely on its technical merits in order to be recognized, and (2) the benefit is measured as the largest dollar amount of that position that is more likely than not to be sustained upon settlement. The difference between the benefit recognized and the tax benefit claimed on a tax return is referred to as an unrecognized tax benefit. Based on the results of management’s evaluation of the income tax positions taken or expected to be taken on the Company’s income tax returns, management believes an examination by the various taxing authorities would not result in a material adjustment to the Company’s financial statements. The Company records income tax-related interest and penalties, if applicable, within operating expense. The Company’s income tax returns are subject to examination by the federal taxing authorities for a period of three years and by the various state taxing authorities for which the Company files a return for a period of three or four years from the date the returns are filed. Stock-based compensation: The Company estimates the fair value of stock-based awards (see Note 9) on the date of grant. The value of the award is generally recognized as an expense over the requisite service period, which is included in personnel expense in the consolidated statements of operations. Concentration of risk: Due to the nature of the mortgage industry, interest rate increases may severely impact revenue from services related to originating and processing mortgages, which is the primary source of income for the Company. The Company originates reverse mortgage loans on property located throughout the United States. Management uses a 10% threshold for determining whether the loss of business in any particular state would have a severe impact on the Company. Loans secured by property located in California represented approximately 34% and 33% of all loans in the Company’s servicing portfolio as of December 31, 2022 and 2021, respectively. No other state accounted for more than 10% of all the loans originated.



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 12 The Company uses one vendor to provide sub-servicing on its loan portfolio. If the sub-servicer loses the ability to service loans, the Company is at risk of non-compliance with HECM and GNMA guidelines. The Company maintains deposits in several financial institutions, which may at times exceed amounts covered by insurance provided by the Federal Deposit Insurance Corporation. The Company has not experienced any losses in such accounts and believes it is not exposed to any significant credit risk related to cash. Recent accounting pronouncements: In March 2020, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2020-04, Reference Rate Reform (Topic 848), providing optional guidance for a limited period of time to ease the potential burden in accounting for (or recognizing the effects of) reference rate reform on financial reporting. The amendments in this Update provide optional expedients and exceptions for applying U.S. GAAP to contracts, hedging relationships, and other transactions affected by reference rate reform if certain criteria are met. The amendments in this Update apply only to contracts, hedging relationships, and other transactions that reference LIBOR or another reference rate expected to be discontinued because of reference rate reform. In March 2021, the FCA announced that the intended cessation date of the overnight 1-, 3-, 6-, and 12-month tenors of USD LIBOR would be June 30, 2023, which is beyond the current sunset date of Topic 848. Because the current relief in Topic 848 may not cover a period of time during which a significant number of modifications may take place, FASB issued ASU 2022-06. The amendments in this Update defer the sunset date of Topic 848 from December 31, 2022, to December 31, 2024, after which entities will no longer be permitted to apply the relief in Topic 848. Who Is Affected by the Amendments. The Company is currently evaluating the impact of the adoption of this standard on its consolidated

financial statements. Subsequent Events: The Company has evaluated subsequent events through March 31, 2023, the date on which the financial statements were available to be issued. Note 2. Prepaid and Other Assets Prepaid and other assets are summarized as follows: 2022 2021 Deposits 324$ 784$ General accounts receivable, net 3,966 15,642 Prepaid insurance 352 553 Prepaid marketing 992 8,113 Prepaid other 1,214 7,101 Prepaid rent 229 863 Prepaid software and hardware maintenance 2,208 2,723 Related party loan 252 90 Right of use asset 1,436 - 10,973$ 35,869$ December 31,



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 13 Note 3. Property and Equipment Property and equipment are summarized as follows: 2022 2021 Office equipment and software 19,910$ 21,078$ Furniture and fixtures 956 2,155 Telephone system 834 871 Leasehold improvements 1,179 1,129 TV production cost 3,116 3,078 25,995 28,311 Less accumulated depreciation and amortization (18,783) (14,158) 7,212$ 14,153$ December 31, Note 4. Related-Party Transactions On October 20, 2022, a note in the amount of $500 was issued to a stockholder. This note accrued interest at 15% and has a maturity date of March 31, 2023. The balance as of December 31, 2022 was $500 and is included in notes payable on the accompanying consolidated balance sheets. The interest expense related to this note is $15 for the year ended December 31, 2022. On December 31, 2022, another note was issued to this stockholder in the amount of $1,500. This note accrued interest at 15% and has a maturity date of January 4, 2023. The balance as of December 31, 2022 was $1,500 and is included in notes payable on the accompanying consolidated balance sheets. The interest expense related to this note is $1 for the year ended December 31, 2022. One stockholder was paid fees for rendering spokesperson service in the amount of approximately $1,605 and $1,523 for the years ended December 31, 2022 and 2021, respectively. These amounts are included in marketing expense in the consolidated statements of operations. Employee advances outstanding totaled $252 and $156 at December 31, 2022 and 2021, respectively. These balances include outstanding amounts due from officers of the Company in the amount of $252 and $90 as of December 31, 2022 and 2021, respectively. This amount is included in prepaid expenses and other assets on the consolidated balance sheets. The Company has executed employment agreements with certain executives. The terms of these employment agreements include severance payments for a certain number of months, computed based on the respective executive’s

annual salary in place at the time of termination. The duration of these severance payments ranges from 6 to 18 months. Note 5. Leases The Company adopted FASB ASC 842 – Leases as of January 1, 2022. As of December 31, 2022 the Company has an Operating right-of use (ROU) asset and corresponding operating lease liability of $1,436. The ROU asset is included in prepaid and other assets and the lease liability is included in accounts payable and accrued liabilities in the accompanying balance sheet. Operating lease ROU assets represent our right to use an underlying asset for the lease term and operating lease liabilities represent our obligation to make lease payments arising from the lease. The Company’s operating leases have remaining least terms of one to nineteen months as of December 31, 2022. We record operating lease ROU assets and operating lease liabilities based on the discounted future minimum lease payments over the term of the lease. As the rates implicit in our leases are not readily determinable, we



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 14 use the risk-free borrowing rate based on the lease term in calculating the discounted future minimum lease payments. We recognize lease expenses for our operating leases on a straight-line basis. Variable lease costs, including non-lease components (such as common area maintenance, utilities, insurance, and taxes) are expensed as incurred. Our ROU assets are reviewed for impairment whenever events or changes in circumstances indicate that their carrying amount may not be recoverable. The Company’s leases have a weighted average remaining term of 14 months and weighted average discount rate of 2.87%. Future undiscounted cash flows for each of the next two years and a reconciliation to the lease liability recognized on the balance sheet as of December 31, 2022 are as follows: 2023 1,239$ 2024 222 Total lease payments 1,461 Less: imputed interest (25) Total present value of lease liabilities 1,436$ Note 6. Warehouse, Lines of Credit and Notes Payable The Company funds the origination and purchase of reverse mortgage loans through three warehouse lines of credit totaling $320,000 and $275,000 at December 31, 2022 and 2021, respectively. The facilities bear interest of one-month LIBOR or SOFR plus 2.50%-4.00%. Each of the agreements contain provisions regarding maintenance of tangible net worth, leverage ratios, profitability and liquidity. Borrowings under the facilities totaled $105,398 and $362,010 at December 31, 2022 and 2021, respectively. One of the credit facilities totaling $150,000 matures on October 2023. The second credit facility of $100,000 matures on April 2023, and the third credit facility of $70,000 matures on April 2023. In addition, the Company funds borrower line of credit draws, advances of mortgage insurance premiums and other servicer advances (collectively “tails”) through a separate credit facility. A related credit facility with the same lender is used to finance buyouts and proprietary loans. The two credit facilities have a combined $88,907 borrowing capacity, of which up to $45,000 can be utilized for

the financing of tails. These facilities bear interest ranging from one-month LIBOR plus 8.25% to 11.25%, with a maturity date in April 2023. The agreements contain provisions regarding maintenance of tangible net worth, leverage ratios, profitability and liquidity. Borrowings under this line of credit totaled $66,591 and $87,921 at December 31, 2022 and 2021, respectively. The Company is in violation of adjusted tangible net worth covenant of two of its warehouse lenders as of December 31, 2022. This deficiency results from the valuation allowance recorded to reflect assets held for sale at December 31, 2022 to the value of consideration to be received upon completion of the sale which was completed on March 31, 2023. Upon completion of the sale, all assets financed in the warehouse lines were transferred to the buyer. The Company securitizes, sells or assigns to HUD substantially all loans and tails held in the credit facilities. Upon completion of the securitization, sale or assignment to HUD, the credit facilities are paid in full, with the residual balance transferred to the Company’s operating account. If, for any reason, the investors decline to purchase a warehouse loan or tail, the Company is obligated to liquidate the loan from the credit facility line using its own funds.



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 15 The one-month LIBOR rate was 3.70% and 0.10% at December 31, 2022 and 2021, respectively. The SOFR was 4.30% at December 31, 2022 and 2021. Interest expense related to the warehouse and other lines of credit for the years ended December 31, 2022 and 2021 were $19,863 and $29,298 respectively. The Company issued various repurchase notes between 2015 and 2018 due to the redemption of stock options by former employees. The notes bear interest at 2% and maturity ranges from 2022 to 2025. The balance outstanding on these notes is $2,203 and $1,825 as of December 31, 2022 and 2021, respectively. Interest expense was $49 and $41 for the years ended December 31, 2022 and 2021, respectively. The Company issued a note payable to the Buyer (see note 2) in October 2022 in the amount of $10,000. The note bears an interest rate of 15% per annum and is due in March 2023. The balance of this note at December 31, 2022 is $10,000 with interest expense of $255 for the year ended December 31, 2022. In December 2022, another note in the amount of $10,000 was issued to the Buyer. The note bears an interest rate of 15% per annum and is due in March 2023. The balance of this note at December 31, 2022 is $10,000 with interest expense of $107 for the year ended December 31, 2022. The Company has in place a credit agreement secured by its cash flows from its reverse mortgage loans held for investment, which are pooled in GNMA securitizations. The note bears interest at SOFR plus 10.7% with a 15.0% floor and matures in April 2023. The outstanding balance on this note was $15,000 and $15,000 as of December 31, 2022 and 2021, respectively. Interest expense on this note was $1,032 and $3,682 for the years ended December 31, 2022 and 2021, respectively. Note 7. Provision for Income Taxes The provision for (benefit from) income taxes consist of the following 2022 2021 Current 285$ 42,220$ Deferred (12,215) (37,837) (11,930)$ 4,383$ Years Ended December 31, The

Company’s deferred tax assets and deferred tax liabilities are as follows 2022 2021 Deferred tax assets 29,158$ 1,721$ Deferred tax liabilities (14,238) (16,133) Valuation Allowance (17,116) (2,196)$ (14,412)$ Years Ended December 31, Deferred tax assets arise primarily from the timing differences on accrued deductions, net operating losses, and deferred interest expense deductions. Deferred tax liabilities arise primarily from unrealized changes in fair value of reverse mortgage loans held for investment net of related GNMA obligations. As of December 31, 2022, the Company recorded a valuation allowance of $17,116 against the net deferred tax asset balance as realization is uncertain due to a history of net operating losses.



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 16 The Company recognizes a tax benefit from an uncertain tax position when it is more likely than not that the position will be sustained upon examination. Income tax positions must meet a more likely than not recognition threshold to be recognized. The Company will recognize interest and penalties related to unrecognized tax benefits and penalties as income tax expense. The Company had approximately $6,156 and $6,129 of unrecognized tax benefits as of December 31, 2022 and 2021, respectively, which are included in other liabilities in the consolidated balance sheet. As of December 31, 2022, the Company does not expect any significant increases or decreases in its unrecognized tax benefits within the next 12 months. Additionally, the company has accrued penalties and interest related to uncertain tax positions of approximately $55 and $0 as of December 31, 2022 and 2021, respectively. In accordance with ASC 740, the Company recognized $52 and $0 expense for interest and penalties in the consolidated statement of operations during 2022 and 2021, respectively. As of December 31, 2022 the Company had federal and state net operating loss carryforwards of approximately $103,049 for Federal and $82,443 for states. NOLs generated before 2018 will begin to expire in 2035. NOLs generated in 2018 and after will be carried forward indefinitely and will offset up to 80 percent of taxable income. Section 382 of the Internal Revenue Code limits the use of NOLs where certain changes occur in the stock ownership of a company. To the extent that an ownership change has occurred under Internal Revenue Code Sections 382 and 383, the Company's use of its loss carryforwards and credit carryforwards to offset future taxable income may be limited. The Tax Cuts and Jobs Act also limits interest expense under IRC Section 163(j). Any disallowed interest will be carried forward indefinitely. As of December 31, 2022, the company has $0 of disallowed interest that will be carried forward into future tax years. The Company is subject to U.S.

federal income tax as well as to income tax of multiple state jurisdictions.Currently there are no audits in process or pending from Federal or state tax authorities. State income tax returns are subject to examination for a period of three to four years after filing. As of December 31, 2022, the company had no outstanding tax audits. The outcome of tax audits cannot be predicted with certainty. If any issues addressed in the Company’s tax audits are resolved in a manner not consistent with management’s expectations, the Company could be required to adjust its provision for income tax in the period such resolution occurs. As of December 31, 2022, a current estimate of the range of changes that may occur within the next twelve months cannot be made due to the uncertainty regarding the timing of these events. Note 8. Stockholders’ Equity In December 2022, the Company redeemed all shares held by its majority shareowner for one dollar, consisting of 15,091,281 shares of Class A common stock and 1,394,422 shares of Series B Preferred Stock. Class A Common Stock: The Company has authorized 30,000,000 shares of Class A Common Stock at $0.0001 par value per share. There were 483,327 and 15,239,608 shares of Class A Common Stock issued and outstanding at December 31, 2022 and 2021, respectively. Class A Common Stock are voting shares. In December 2021, the Company repurchased 13,281,698 Series C-1 shares in exchange for a cash payment of $2.90 per share. These shares were converted into Class A Common Stock. Class B Common Stock: The Company has authorized 30,000,000 shares of Class B Common Stock at $0.0001 par value per share. There were zero shares of Class B Common Stock issued and outstanding at December 31, 2022 and 2021. Class B Common Stock are non-voting. The Company repurchased 33,148 of Class B Common Stock in 2021 in the amount of $707.



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 17 Preferred Stock: Preferred Stock is issuable in one or more series. Series B Preferred Stock: The Company has authorized 4,000,000 shares of Series B Preferred Stock authorized at $0.0001 par value per share. There were zero shares of Series B Preferred Stock issued and outstanding at December 31, 2022 and 2021. The Series B Preferred Stock is non- voting and is not convertible into any other capital stock of the Company. In the event of any voluntary or involuntary corporate liquidation, dissolution or winding up of the Company, the holders of Series B Preferred Stock shall be entitled to receive, prior and in preference to any distribution of any of the assets of the Company to the holders of Series C-1 Preferred Stock, Series D Preferred Stock, Series E Preferred Stock or Common Stock, an amount equal to the sum of the original issue price of $1.00 per share and all accrued but unpaid dividends thereon. The Company repurchased 325,000 of Series B Preferred Stock in 2021 in the amount of $325. Series C-1 Preferred Stock: The Company has authorized 13,300,000 shares of Series C-1 Convertible Preferred Stock (Series C-1) at $0.0001 par value per share. In December 2021, the Company repurchased 13,281,698 Series C-1 shares in exchange for a cash payment of $2.90 per share and the conversion of the shares into Class A Common Stock. There were zero shares of Series C-1 Preferred Stock issued and outstanding at December 31, 2022 and 2021. In the event of any voluntary or involuntary corporate liquidation, dissolution or winding up of the Company, after the distribution of Series B Preferred Stock liquidation preference in full, the holders of Series C-1 shall be entitled to receive, prior and in preference to any distribution to the holders of any class or series of capital stock of the Company ranking junior in liquidation preference to the Series C-1 Preferred Stock, an amount equal to $2.90 per share, less any distributions paid. After distribution of all preference

amounts to all holders of Preferred Stock, holders of Series C-1 Preferred Stock participate, on an as- converted basis, in the distribution of remaining assets. At such time that the Series C-1 liquidation value has been reduced to zero, then all outstanding Series C-1 will be automatically converted into Class A Common Stock at a one to one ratio. Series D Voting and Series D Non-Voting Preferred Stock: The Company has authorized 6,700,000 shares each of Series D Voting Convertible Preferred Stock (Series D Voting) and Series D Non-Voting Convertible Preferred Stock (Series D Non-Voting) at $0.0001 par value per share (Collectively “Series D” Preferred stock). Issued and outstanding shares of Series D Voting totaled 3,532,928 shares at December 31, 2022 and 2021. There were no shares of Series D Non-Voting outstanding at December 31, 2022 and 2021. In the event of any voluntary or involuntary corporate liquidation, dissolution or winding up of the Company, after the distribution of Series B and Series C-1 liquidation preferences in full, the holders of Series D shall be entitled to receive, prior and in preference to any distribution to the holders of any class or series of capital stock of the Company ranking junior in liquidation preference to the Series D, an amount equal to $2.90 per share, less any distributions paid. After distribution of all preference amounts to all holders of Preferred Stock, holders of Series D participate, on an as-converted basis, in the distribution of remaining assets. At such time that the Series D liquidation value has been reduced to zero, then all outstanding shares of Series D will be automatically converted into Class A Common Stock at a one to one ratio. During the year ended December 31, 2021, the Company repurchased 110,000 shares of Series D Voting Preferred Stock in the amount of $543. Series E Preferred Stock: The Company has authorized 1,467,866 shares of Series E Preferred Stock (Series E) at $0.0001 par value per share. There were 73,444 and 1,467,866 shares of Series E Preferred Stock outstanding at December 31, 2022 and 2021, respectively. In the event of any voluntary or involuntary corporate liquidation, dissolution or winding up

of the Company, after the distribution of Series B, Series C-1 and the Series D Preferred Stock liquidation preferences in full, the holders of Series E are entitled to receive, prior and in preference to any distribution to the holders of any class or series of capital stock of the Company ranking junior in liquidation preference to the Series E, an amount per share equal to the greater of (i) the original issue price per share of $5.02 plus a rate of return thereon (since



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 18 the date of issue) equal to 8% per annum, less any distributions paid, and (ii) $2.90 per share plus an amount equal to the amount the holder would be entitled to receive if such shares were converted into Class A Common Stock at a one to one ratio after distribution of all preference amounts to holders of Series E Preferred Stock. Note 9. Stock Option Plan The Company adopted in 2013 a stock option plan (the 2013 Plan) under which 3,432,759 shares of the Company’s Class B Common Stock were authorized to be issued. Awards under the 2013 Plan may be made to salaried officers and employees of the Company and its affiliates, to non-employee directors of the Company and its affiliates, and to consultants providing services to the Company and its affiliates. Options are granted with an exercise price not less than 100% of the fair value of the stock on the date of grant, for a term of 10 years. Options are granted at an exercise price not less than 100% of the fair value of the stock on the date of grant, for a term of five years if the optionee is a 10% or more owner. There were no options which were granted or expired during the years ended December 31, 2022 or 2021. There were 141,215 options exercised in 2022. The Company recognized stock-based compensation of $35 and $209 in 2022 and 2021, respectively, which represents the fair value of options vested during the respective year. The fair values of options granted prior to 2020 were estimated on the date of grant using the Black-Scholes option-pricing model. The Company’s use of the Black-Scholes option valuation model uses the following key assumptions: � The risk-free rate is for periods within the contractual life of the option based on the U.S. Treasury rate for the expected life of the option on the grant date. � The expected life is based on management’s best estimate of the life for each specific grant, considering the type of option (ISO or NQSO), vesting terms and contractual life. � Expected volatility is based on the stock prices of comparable public companies for the

expected life of the option. � No return from dividends has been assumed because the Company has no current plans to pay dividends on common stock over the estimated life of the options. A summary of the status of the Company’s stock option plan as of December 31, 2022 and 2021 and the changes during the years then ended are presented below:



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 19 Shares Weighted Average Exercise Price Weighted Average Remaining Life Outstanding at 12/31/21 2,622,390 1.70$ 2.78 Exercised (451,813) 0.36 4.08 Forfeited (397,086) 5.09 6.25 Outstanding at 12/31/22 1,773,491 1.28$ 1.40 Options Exercisable at end of year 1,773,491 1.28$ 1.40 Options vested or expected to vest 1,773,491 1.28$ 1.40 A summary of the Company’s non-vested Shares as of December 31, 2022 and 2021 is presented below: Average Grant Date Shares Fair Value Nonvested at December 31, 2020 290,160 1.81$ Vested (230,357) 1.63 Forfeited (32,164) 2.50 Nonvested at December 31, 2021 27,639 2.50 Forfeited (27,639) 2.50 Nonvested at December 31, 2022 - -$ Note 10. Fair Value U.S. GAAP defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between willing market participants on the measurement date. The Company determines the fair values of its financial instruments based on the fair value hierarchy established per U.S. GAAP, which requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. There are three levels of inputs that may be used to measure fair value. Fair value hierarchy: U.S. GAAP specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or unobservable. Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect the Company’s market assumptions. These two types of inputs have created the following fair value hierarchy: � Level 1: Quoted market prices for identical instruments in active markets. � Level 2: Quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in markets that are not active, and models using inputs that are observable or can be corroborated by observable market

data of substantially the full term of the instrument.



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 20 � Level 3: Valuations derived using pricing models, discounted cash flow methodologies or similar techniques, and at least one significant model assumption or input is unobservable, and when determination of the fair value requires significant management judgment or estimation. The Company considers relevant and observable market prices in its valuations where possible. The frequency of transaction, the size of the bid-ask price spread and the amount of adjustment necessary when comparing similar transactions are all factors in determining the liquidity of markets and the relevance of observed prices in those markets. Determination of fair value: When available, the Company generally uses quoted market prices to determine fair value and classifies such items as Level 1. In some cases where a market price is available, the Company will make use of acceptable practical expedients (such as matrix pricing) to calculate fair value, in which case the items are classified as Level 2. If quoted market prices are not available, fair value is based upon internally developed valuation techniques that use, where possible, current market-based or independently sourced market parameters, such as interest rates, option volatilities, etc. Where available, the Company may also make use of quoted prices for recent trading activity in positions with the same or similar characteristics to that being valued. The frequency and size of transactions and the amount of the bid-ask price spread are among the factors considered in determining the liquidity of markets and the relevance of observed prices from those markets. If relevant and observable prices are available, those valuations would be classified as Level 2. If prices are not available, other valuation techniques would be used and the item would be classified as Level 3. Fair value estimates from internal valuation techniques are verified, where possible, to prices obtained from independent vendors or brokers. Vendors’ and brokers’ valuations may be based on a variety of inputs ranging from

observed prices to proprietary valuation models. The following section describes the valuation methodologies used by the Company to measure various assets and liabilities at fair value, including an indication of the fair value hierarchy level in which each instrument is generally classified. Where appropriate, the description includes details of the valuation models, the key inputs to those models and any significant assumptions. Reverse mortgage loans held for investment and related liability to GNMA Trusts: The Company recorded $5,154,772 and $2,273,893 of reverse mortgage loans included as reverse mortgage loans held for investment, at fair value, and $11,448 and $11,355 of real estate owned on the consolidated balance sheets as of December 31, 2022 and 2021, respectively. The fair value option was also elected for the $4,920,215 and $1,755,679 corresponding liability, included within liability to GNMA Trusts, at fair value, on the consolidated balance sheets as of December 31, 2022 and 2021, respectively. Subsequent changes in estimated fair value of both the asset and liability are recognized in net fair value gains on loans held for investment and related GNMA obligations on the consolidated statement of operations. Significant inputs that are used in determining fair value include LIBOR and U.S. Treasury interest rates, assumptions for repayment, mortality rates, discount rates, weighted-average coupon and pricing of actively traded HMBS, and dealer quotations for HECMs. Fair value of financial instruments: Management estimates that the carrying value of cash, accounts receivable, accounts payable, accrued liabilities and warehouse lines of credit approximate fair value due to the short maturity of these instruments. The following table summarizes the assets and liabilities classified as level 3 of the fair value hierarchy:



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 21 December 31, 2022 December 31, 2021 Unpaid Fair Unpaid Fair Principal Balance Value Principal Balance Value Level 3 Assets Reverse mortgage loans held for investment 4,926,172$ 5,154,772$ 2,080,036$ 2,273,893$ Mortgage loans held for sale 17,092 17,087 83,537 88,669 Real estate owned 11,448 11,448 11,355 11,355 Liabilities Liability to GNMA Trusts 4,756,861$ 4,920,215$ 1,642,581$ 1,755,679$ The following table provides a reconciliation of the beginning and ending balances of the assets and liabilities measured under Level 3 of the fair value hierarchy. The Company used fair value accounting to measure liability to GNMA Trusts, reverse mortgage loans for investment and mortgage loans held for sale on a recurring basis. Real estate owned is measured at fair value on a non-recurring basis. Reverse Mortgage Loans Mortgage Loans Liability Held For Held For to GNMA Investment Sale Trusts Fair value at December 31, 2020 13,683,902$ 41,149$ 13,110,359$ Additions 3,617,414 543,503 3,386,545 Net change in fair value (529,299) 3,158 (614,857) Gain on sale recognized in earnings - 24,089 - Principal paydowns and sales proceeds (2,477,798) (523,230) (2,106,042) Transfer of reverse mortgage loans held for investment and related liability to GNMA Trust (12,020,326) - (12,020,326) Fair value at December 31, 2021 2,273,893 88,669 1,755,679 Additions 2,772,790 394,462 3,079,412 Net change in fair value 261,280 (5,137) 238,315 Gain on sale recognized in earnings - 13,274 - Principal paydowns and sales proceeds (153,191) (474,181) (153,191) Fair value at December 31, 2022 5,154,772$ 17,087$ 4,920,215$



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 22 Quantitative information regarding fair value measurements The Company utilizes a discounted cash flow method in the fair value measurement of all Level 3 assets and liabilities included on the consolidated balance sheets. The following table presents the range of significant unobservable inputs used in the fair value measurement of these assets and liabilities. 2022 2021 Yield (a) 2.15% - 8.49% 1.38% - 4.81% Monthly prepayment rate (b ) 0.38%-30.10% 0.41%-32.25% Borrower drawdown pattern as % of initial undrawn (c) 0.03%-17.61% or Contractual 0.03%-17.63% or Contractual Housing price index annual increase (d) 2.00% 2.00% Future gain/(loss) on securitization of undrawn principal ( e) -16.52 - 17.00% 1.41% - 19.37% Foreclosure rate (f ) 0.53% 0.06% Loans subject to future FHA Insurance Claims (h) 44.65% 24.32% Loans subject to FHA Insurance Claim that become REO (i) 1.19% 0.24% Loss on REO (j) 0.30% 0.05% Cash flow annual discount rate - loans held for investment 12% 12% Cash flow annual discount rate - liability to GNMA Trusts 3.43% - 7.12% 1.08% - 3.44% December 31, a) Represents the HECM loan note rates. The monthly FHA mortgage insurance premium of 1.25% per annum of the unpaid principal balance is added to this input. b) Prepayment rates are stated monthly and include prepayments from foreclosures, payoffs and assignments to the FHA. c) Represents a monthly estimate of when borrowers will draw down their remaining line of credit or the actual contracted term of payments. d) Projected annual increases in the value of HECM loan collateral. e) Estimated future gain on securitization of borrowers' future principal drawdowns, adjusted for product type, loan payoffs, future swap curve, non-Agency HMBS spread to current HECM loan yields, cost to service and other potential costs to meet HUD and non-Agency HMBS issuer obligations. f) Estimated life-of-portfolio rate of foreclosure. g) Estimated percentage of portfolio foreclosed that are subject to a

loss claim with the FHA. h) Estimated percentage of loans subject to FHA's loss claim that become an uninsured real estate owned property ("REO"). i) Estimated percentage of portfolio Loss on REO (after final FHA loss claim) upon disposition. Note 11. Securitizations The Company is an approved issuer of HMBS securities that are guaranteed by GNMA and collateralized by participation interests in HECMs insured by the FHA. Participations in the HECMs are pooled into HMBS securities which are sold into the secondary market with servicing rights retained. Holders of participating interests in the HMBS have no recourse against assets other than the underlying HECM loans, remittances, or collateral on those loans while they are in the securitization pools, except for standard representations and warranties and our contractual obligation to service the HECMs and the HMBS. Remittances received on the reverse loans, if any, and proceeds received from the sale of real estate owned and our funds used to repurchase reverse loans are used to reduce the HMBS related obligations by making payments to the securitization pools, which then remit the payments to the beneficial interest holders of the HMBS. The maturity of the HMBS related obligations is directly affected by the liquidation of the reverse loans or liquidation of real estate owned and events of default as stipulated in the reverse



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 23 loan agreements with borrowers. As an HMBS issuer, the Company assumes certain obligations related to each security it issues. The most significant obligation is the requirement to purchase loans out of the GNMA securitization pools once they reach certain limits set at loan origination for the maximum unpaid principal balance allowed. Performing repurchased loans are generally conveyed to HUD and nonperforming repurchased loans are generally liquidated in accordance with program requirements. Additionally, as the servicer of reverse loans, we are obligated to fund additional borrower draws from undrawn lines of credit on floating rate reverse loans. The additional borrowings are generally securitized within 30 days after funding. In 2021, the Company entered into an agreement to transfer loans held for investment of $12,020,326 and related HMBS liabilities to GNMA Trust of $12,020,326 to a third party. The Company received $338,289 in proceeds as a result of this transaction. There was no gain or loss recognized in the Company’s statement of operations as the assets transferred were held at fair value. The Company’s securitized loans are included on its consolidated balance sheets in reverse mortgage loans held for investment, at fair value, with a corresponding liability to GNMA Trusts, at fair value. During the years ended December 31, 2022 and 2021, the Company issued and settled $3,079,748 and $3,368,443, respectively, of GNMA guaranteed HMBS securities while retaining the rights to servicing. The Company is not able to securitize certain loans that do not meet GNMA securitization guidelines. The Company has $923 and $186 of unsecuritizable loans and loan participations on its consolidated balance sheets in reverse mortgage loans held for investment, at fair value, for the years ended December 31, 2022 and 2021, respectively. Under the provisions of the HMBS program, the Company, as the issuer and servicer, in specific instances is obligated to collect certain “defaulted” mortgages that are subject to a

specific collection process under FHA and HUD guidelines. Management has determined that under certain circumstances, it is possible that the Company might, in some instances, collect amounts that are less than the HUD guaranteed amount. Projected losses relating to the servicing of securitized loans are evaluated on a regular basis by management and is based on several factors, including assumptions about delinquencies, home price appreciation and foreclosure cycle time estimates. Projected losses are a component of the fair value measurement of reverse mortgage loans held for investment. Note 12. Off-Balance-Sheet Risk The Company’s loan origination activities include commitments to originate loans on behalf of its FHA- approved sponsors under certain terms and conditions. The origination activities could have potential off- balance-sheet risk for the Company if the FHA-approved sponsor failed to fund loans originated by the Company. The Company’s lending-related activities include commitments to extend credit and commitments to sell mortgages. These commitments have potential off-balance-sheet risk as such obligations may not be reflected in the consolidated financial statements until the sale of loans has been completed. The Company had approved unfunded commitments to make loans as summarized below: 2022 2021 HECM 6,905$ 40,297$ Proprietary - 18,082 Conventional - 2,017 6,905$ 60,396$ Year Ended December 31,



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 24 Commitments to extend credit are legally binding agreements to lend to customers (provided that there are no violations of any conditions established in the agreements). Since some commitments are expected to expire without closing and funding, the total commitment amounts do not necessarily represent future liquidity requirements. Draw requests from borrowers that are advanced by the Company pursuant to the Company’s function as servicer are ultimately financed through a separate securitization. The Company, in its capacity as a servicer has potential liquidity risk exposure related to the reimbursement of these advances on existing loans as they are drawn by borrowers under the terms of their loans. At December 31, 2022, loans serviced by the Company had approximately $1,722,850 of available funds to be potentially advanced on existing loans. Note 13. Significant Concentration of Economic Dependence The Company has a significant concentration with and dependence on four financial institutions related to its lines of credit and secured borrowing availability. Should the Company be unable to maintain capacity with these four lenders or secure additional capacity, its ability to achieve positive operating results and cash flows could be adversely affected. Note 14. Capital Requirements The Company is subject to various capital requirements promulgated by HUD in connection with seller/servicer agreements that the Company has entered into with secondary market investors. Failure to maintain minimum capital requirements could result in the Company’s inability to originate, sell and service loans for the respective investor and, therefore, could have a direct material effect on the Company’s consolidated financial statements. The Company’s adjusted capital per HUD guidelines was $25,911 at December 31, 2022. The minimum amounts required for HUD capital adequacy purposes is $2,500. GNMA also provides liquidity and net worth requirements for issuers of HMBS. The Company’s adjusted capital is $25,911 at

December 31, 2022. The minimum required capital for GNMA capital adequacy purposes, including the amount of capital necessary to support issued and outstanding GNMA authority, which is based on the amount of HMBS authority that GNMA has granted, is $55,489. The Company’s liquidity at December 31, 2022 was $11,335. The minimum liquidity requirement under GNMA guidelines is $11,098. The deficiency in net worth for GNMA requirements as of December 31, 2022 results from the valuation allowance recorded to reflect assets held for sale at December 31, 2022 to the value of consideration to be received upon completion of the sale which was completed on March 31, 2023. Upon completion of the sale, all assets related to loans in GNMA securitizations were transferred to the buyer. U.S. GAAP requires securitized HECMs to be reflected on the issuer's balance sheet, contrary to the practice for securitizations that pass sale accounting. The resulting accounting would cause AAG to fall short of GNMA's capital requirements. GNMA has issued a waiver granting relief indefinitely by permitting the exclusion from total assets the value of the HMBS securitizations currently included on the Company's consolidated balance sheets. The Company is subject to various capital requirements in connection with seller and warehouse lending agreements that the Company has entered into with secondary market investors and warehouse lenders. Failure to maintain minimum capital requirements could result in the Company’s inability to originate loans for the respective investor or borrow funds from their warehouse lenders, and therefore could have a direct material effect on the Company’s consolidated financial statements.



 



American Advisors Group Notes to Consolidated Financial Statements (in thousands except share and per share data) ______________________________________________________________________ 25 The following table summarizes the capital requirements at December 31, 2022: Net Worth Adjusted Net Over Liquidity Actual Over Requirement Worth (Under) Requirement Liquidity (Under) Warehouse Line 1 50,000$ 25,911$ (24,089)$ 15,000$ 11,334$ (3,666)$ Warehouse Line 2 50,000$ 25,911$ (24,089)$ 15,000$ 11,334$ (3,666)$ Warehouse Line 3 56,489$ 25,911$ (30,578)$ 15,000$ 11,334$ (3,666)$ Warehouse Line 4 85,000$ 25,911$ (59,089)$ 17,000$ 11,334$ (5,666)$ Note 15. Contingencies The Company is party to various claims, investigations and legal actions arising in the ordinary course of business. As these matters are at early stages or involve novel types of claims, it is not feasible to determine the actual outcome of these actions and as of December 31, 2022, management does not consider any such matters pending at this time to pose a material risk or are able to reasonably estimate any possible loss contingency. In the ordinary course of business, the Company is subject to regulatory examinations and investigations from HUD, other federal regulators and state regulators. In connection with the examinations and investigations, the Company may be requested to provide additional documentation or explanation for matters that the regulator believes may be in violation of applicable rules and regulations. Generally, the Company provides responses for any such perceived violations and the regulator reviews and resolves the matters with no further action. Occasionally, the Company will accept the regulator’s resolution of the matter, which, in the case of HUD, requires the Company to enter into an indemnification agreement whereby it agrees to hold HUD harmless for any losses HUD may incur in connection with the loan subject to the indemnification. The Company has agreed to indemnify HUD for 153 loans which have principal balance at origination of $32,499 and 95 loans, which have a principal balance at origination of $14,130 for the years ended December 31, 2022 and 2021, respectively. In addition, as part of

ongoing obligations in relation to the transfer of loans held for investment described in Note 11, the Company has agreed to indemnify the third party purchaser of up to $17,500 for losses incurred as a result of origination or servicing errors incurred prior to the date servicing was transferred to the purchaser based on certain criteria. The Company has not experienced any significant HUD losses as a result of such request in the past or for any other reason. In October 2021, AAG entered into a settlement with the Consumer Financial Protection Bureau (CFPB). The matter involves direct mail pieces that included third-party home value estimates. AAG cooperated fully in this investigation, has already begun to take steps to address CFPB’s concerns. AAG paid the CFPB $1,100 in connection with this settlement. The indemnification reserve is included with reverse mortgage loans held for investment, at fair value, in the accompanying consolidated financial statements.
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On December 6, 2022, Finance of America Companies Inc. (the "Company") entered into an asset purchase agreement to acquire, through Finance of America Reverse LLC, an
indirect subsidiary of the Company, a substantial majority of the assets and certain liabilities of American Advisors Group (now known as Bloom Retirement Holdings
Inc.,"AAG/Bloom"). Also on December 6, 2022, concurrently with the execution of the asset purchase agreement, Finance of America Reverse LLC entered into a Servicing
Rights Purchase and Sale Agreement (the "MSR Purchase Agreement") and a Loan Sale Agreement (the "Mortgage Loan Purchase Agreement" and the transactions
contemplated thereby, collectively with the transactions contemplated by the asset purchase agreement and MSR Purchase Agreement, the "AAG Transaction") with
AAG/Bloom. Each of the aforementioned agreements was amended by the parties thereto on March 31, 2023. The AAG Transaction closed on March 31, 2023, and was
previously disclosed by the Company on a Form 8-K filed with the Securities and Exchange Commission (the "SEC") on April 3, 2023. The unaudited pro forma condensed
consolidated financial information giving effect to the AAG Transaction is filed in this Exhibit 99.2.
The AAG Transaction constituted a significant acquisition for the Company and, as a result, the following unaudited pro forma condensed consolidated statements of operations
for the three months ended March 31, 2023 and the year ended December 31, 2022 are presented as if the AAG Transaction had been completed on January 1, 2022. The
unaudited pro forma condensed consolidated balance sheet as of March 31, 2023 is not presented, as the AAG Transaction had been completed as of that date and the impact of
the transaction was reflected in the Company's condensed consolidated statement of financial condition as of March 31, 2023, included in the Company's Quarterly Report on
Form 10-Q for the three months ended March 31, 2023, filed with the SEC on May 12, 2023.
The unaudited pro forma condensed consolidated financial statements are based on the historical financial statements prepared in accordance with U.S. generally accepted
accounting principles and are presented based on information currently available. They are intended for informational and illustrative purposes only and are not intended to
represent the Company’s results of operations had the AAG Transaction and related events occurred on the dates indicated or to project the Company’s financial performance
for any future period. The unaudited pro forma condensed consolidated financial statements do not include adjustments to reflect any potential synergies or dis-synergies that
may result from the AAG Transaction. The pro forma adjustments are based on available information and certain assumptions that management believes are reasonable under
the circumstances, and are presented for informational purposes only.
The historical columns in the unaudited pro forma condensed consolidated financial statements reflect the Company’s and AAG/Bloom's historical financial statements for the
periods presented and do not reflect any adjustments related to the AAG Transaction and related events.
The unaudited pro forma condensed consolidated financial statements have been prepared in accordance with Article 11 of the SEC's Regulation S-X, and should be read in
conjunction with the following: (i) the accompanying notes to the unaudited pro forma condensed consolidated financial statements; (ii) the audited consolidated financial
statements and accompanying notes and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in the Company’s Annual Report
on Form 10-K for the year ended December 31, 2022; and (iii) the unaudited condensed consolidated financial statements and accompanying notes and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” included in the Company’s Quarterly Report on Form 10-Q for the three months ended March 31,
2023.
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For the three months ended March 31, 2023

Finance of America
Companies Inc. and

Subsidiaries as
Reported

American Advisors
Group Historical Adjustments (Note 2)

Finance of America
Companies Inc. and

Subsidiaries 
Pro Forma

REVENUES
Loss on sale and other income from loans held for sale, net $ (12,426) $ (774) $ — $ (13,200)
Net fair value gains on loans and related obligations 176,394 17,567 6,417 (a) 200,378 
Fee income 6,352 7,108 — 13,460 
Net interest income (expense):

Interest income 2,091 85,862 (85,862) (a) 2,091 
Interest expense (31,556) (83,301) 79,475 (a) (35,382)

Net interest income (expense) (29,465) 2,561 (6,387) (33,291)

TOTAL REVENUES 140,855 26,462 30 167,347 

EXPENSES
Salaries, benefits, and related expenses 40,814 19,417 (1,903) (b) 58,328 
Occupancy, equipment rentals, and other office related expenses 1,909 — 657 (c) 2,566 
Marketing expense — 8,111 (8,111) (c) — 
Other operating expense — 2,880 (2,880) (c) — 
Depreciation and amortization expense — 1,279 (1,279) (c) — 
General and administrative expenses 41,054 — 11,565 (c) 52,619 

TOTAL EXPENSES 83,777 31,687 (1,951) 113,513 
OTHER, NET 936 — — 936 
NET INCOME (LOSS) FROM CONTINUING OPERATIONS
BEFORE INCOME TAXES 58,014 (5,225) 1,981 54,770 

Provision (benefit) for income taxes from continuing operations 2,532 (740) 599 (d) 2,391 

NET INCOME (LOSS) FROM CONTINUING OPERATIONS 55,482 (4,485) 1,382 52,379 
NET LOSS FROM DISCONTINUED OPERATIONS (40,890) — — (40,890)

NET INCOME (LOSS) 14,592 (4,485) 1,382 11,489 
Net income (loss) attributable to noncontrolling interest from
continuing operations 36,755 — (307) (e) 36,448 
Net loss attributable to noncontrolling interest from discontinued
operations (25,217) — (1,078) (e) (26,295)

NET INCOME (LOSS) FROM CONTINUING OPERATIONS
ATTRIBUTABLE TO CONTROLLING INTEREST 18,727 (4,485) 1,689 15,931 
NET INCOME (LOSS) FROM DISCONTINUED OPERATIONS
ATTRIBUTABLE TO CONTROLLING INTEREST (15,673) — 1,078 (14,595)
NET INCOME (LOSS) ATTRIBUTABLE TO CONTROLLING
INTEREST $ 3,054 $ (4,485) $ 2,767 $ 1,336 
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For the three months ended March 31, 2023

Finance of America
Companies Inc. and

Subsidiaries as
Reported

American Advisors Group
Historical Adjustments (Note 2)

Finance of America
Companies Inc. and

Subsidiaries 
Pro Forma

EARNINGS PER SHARE
Basic weighted average shares outstanding 64,016,845 64,016,845 
Basic net income (loss) per share from continuing operations $ 0.29 $ 0.25 
Basic net income (loss) per share $ 0.05 $ 0.02 
Diluted weighted average shares outstanding 190,301,012 19,474,179 (f) 209,775,191 
Diluted net income (loss) per share from continuing operations $ 0.22 $ 0.19 
Diluted net income (loss) per share $ 0.07 $ 0.05 
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For the year ended December 31, 2022

Finance of America
Companies Inc. and

Subsidiaries as
Reported

American Advisors
Group as Reported  Adjustments (Note 3)

Finance of America
Companies Inc. and

Subsidiaries 
Pro Forma

REVENUES
Gain on sale and other income from loans held for sale, net $ 211,018 $ 13,274 $ — $ 224,292 
Net fair value gains on loans and related obligations 104,194 123,997 26,831 (a) 255,022 
Fee income 362,130 44,976 — 407,106 
Net interest income (expense):

Interest income 47,636 174,240 (174,240) (a) 47,636 
Interest expense (151,737) (167,641) 147,461 (a) (171,917)

Net interest income (expense) (104,101) 6,599 (26,779) (124,281)

TOTAL REVENUES 573,241 188,846 52 762,139 

EXPENSES
Salaries, benefits, and related expenses 663,325 162,633 (2,917) (b) 823,041 
Occupancy, equipment rentals, and other office related expenses 28,389 — 4,099 (c) 32,488 
Marketing expense — 62,430 (62,430) (c) — 
Other operating expense — 71,678 (71,678) (c) — 
Depreciation and amortization expense — 6,487 (6,487) (c) — 
General and administrative expenses 456,901 — 120,153 (c),(d) 577,054 

TOTAL EXPENSES 1,148,615 303,228 (19,260) 1,432,583 
IMPAIRMENT OF GOODWILL, INTANGIBLES, AND
OTHER ASSETS (192,509) — — (192,509)
OTHER, NET 35,831 3,514 (2,983) (e) 36,362 

NET INCOME (LOSS) BEFORE INCOME TAXES (732,052) (110,868) 16,329 (826,591)
Provision (benefit) for income taxes (16,524) (11,930) 11,930 (f) (16,524)

NET INCOME (LOSS) (715,528) (98,938) 4,399 (810,067)
Noncontrolling interest (524,846) — (89,156) (g) (614,002)

NET INCOME (LOSS) ATTRIBUTABLE TO
CONTROLLING INTEREST $ (190,682) $ (98,938) $ 93,555 $ (196,065)

EARNINGS PER SHARE
Basic weighted average shares outstanding 62,298,532 62,298,532 
Basic net loss per share $ (3.06) $ (3.15)
Diluted weighted average shares outstanding 188,236,513 19,692,990 (h) 207,929,503 
Diluted net loss per share $ (3.12) $ (3.16)
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1. Basis of Presentation
The unaudited pro forma condensed consolidated financial statements are based on the historical condensed consolidated financial statements of the Company as adjusted to
give effect to the AAG Transaction. The unaudited pro forma condensed consolidated statements of operations for the three months ended March 31, 2023 and the year ended
December 31, 2022 give effect to the AAG Transaction as if it had been completed on January 1, 2022. The adjustments for the AAG Transaction are based on available
information and certain assumptions that management believes are reasonable. Actual future results may be different than what is presented in these unaudited pro forma
condensed consolidated financial statements.

2.     Pro Forma Adjustments to Condensed Consolidated Statement of Operations for the three months ended March 31, 2023

(a)    Represents a reclassification of interest income and expense associated with home equity conversion mortgage ("HECM") loans and home equity conversion mortgage-
backed securities ("HMBS") on AAG/Bloom's historical statement of operations into "Net fair value gains on loans and related obligations" to conform to the
Company's condensed consolidated statement of operations presentation.

(b)    Represents $1.9 million in severance cost recorded at AAG/Bloom related to assets or operations not acquired by the Company.

(c)    Represents a reclassification of marketing expense, depreciation and amortization expense, and certain other operating expenses on AAG/Bloom's historical statement of
operations into "General and administrative expenses" to conform to the Company's condensed consolidated statement of operations presentation. Additionally, there
was $0.7 million of other operating expenses on AAG/Bloom's historical statement of operations that was reclassified into "Occupancy, equipment rentals, and other
office related expenses" to conform to the Company's condensed consolidated statement of operations presentation.

(d)    Pre-acquisition, AAG/Bloom's operations were contained within a corporate tax-paying entity. When included in the Company's operating structure the results are
contained within Finance of America Equity Capital LLC ("FOAEC"), a pass-through entity. Thus, given the difference in tax profiles, the historical AAG/Bloom
taxes have been removed. The Company's FIN 18 income tax rate was then applied to the AAG/Bloom historical activity.

(e)    Represents the noncontrolling interest's share of AAG/Bloom's net loss and related pro forma adjustments and the change in ownership percentage of the Company held
by the non-controlling interest as a result of the issuance of Class A LLC units as part of the AAG Transaction.

(f)    Represents the issuance of Class A LLC units to AAG/Bloom as part of the AAG Transaction.

3. Pro Forma Adjustments to Condensed Consolidated Statement of Operations for the year ended December 31, 2022

(a)    Represents a reclassification of interest income and expense associated with HECM loans and HMBS on AAG/Bloom's historical statement of operation into "Net fair
value gains on loans and related obligations" to conform to the Company's condensed consolidated statement of operations presentation.

(b)    Represents $2.9 million in personnel expenses recorded in AAG/Bloom's historical financial statements related to AAG/Bloom's consolidated variable interest in
Bettercare Insurance Services ("BCIS") which was not acquired by the Company.
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(c)    Represents a reclassification of marketing expense, depreciation and amortization expense, and certain other operating expenses on AAG/Bloom's historical statement of
operations into "General and administrative expenses" to conform to the Company's condensed consolidated statement of operations presentation. Additionally, there
was $4.3 million of other operating expenses less $0.2 million of rent expense related to BCIS on AAG/Bloom's historical statement of operations that was
reclassified into "Occupancy, equipment rentals, and other office related expenses" to conform to the Company's condensed consolidated statement of operations
presentation.

(d)    In addition to the reclassification described in "(c)" above, the amount represents a $4.4 million reduction in general and administrative expense related to BCIS, a $2.2
million reduction for certain fixed asset and goodwill impairments, and a $9.5 million reduction in certain expenses related to indemnification provisions of
agreements which were not assumed by the Company.

(e)    Represents $2.9 million in income related to BCIS, which was not acquired by the Company.

(f)    Pre-acquisition, AAG/Bloom's operations were contained within a corporate tax-paying entity. When included in the Company's operating structure the results are
contained within FOAEC, a pass-through entity. Thus, given the difference in tax profiles, the historical AAG/Bloom taxes have been removed. FOAEC allocates a
pro-rata share of income or loss to the Company, a corporate taxpayer. However, given the historical valuation allowance maintained by the Company, and the
parity between book and tax for AAG/Bloom's operations, no incremental taxes are required.

(g)    Represents the noncontrolling interest's share of AAG/Bloom's net loss and related pro forma adjustments and the change in ownership percentage of the Company held
by the noncontrolling interest as a result of the issuance of Class A LLC units as part of the AAG Transaction.

(h)    Represents the issuance of Class A LLC units to AAG/Bloom as part of the AAG Transaction.


