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To the Board of Directors of
Advantage International Life Bermuda Limited:

Opinion

We have audited the consolidated finantial statements of Advantage International Life:Bermuda Limited and
‘subsidiaries (the “Company”), which comprise the consolidated balance sheet as of Décembet 31, 2021, and
‘the related consolidated income statement, statements of equity and non- controlllng interest and cash flows
for the ning months-ended December31, 2021,-and the related notes te the consolidated financial statements
{collectively réferréd to as the "fihancial statements").

In our opinion, the accompanying financial statements present fairly, in.all material respects, the financial’
position of the Comipany &s of Decernber 31,2021, and the results of its operations and its cash flows for the
nine months ended December 31, 2021 in accordance with accournting principles generally accepted in the
United States of America,

Basis for Opinion

We conducted our-audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibiiities under those standards are further described in the Auditor's
Responsibifities for the Audit of the Financial Statéments section of our report. We are.requiréd to be
Independent of the Company and to meet cur other ethical responsibilities, in accordance with the relevant
-ethical requirements relating to our audit. 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 1 1o the financial statements; since.the'Companyis:a member of a controfled group of
affiliated companies, its results may not be indicative of those of a stand-alone entity. Qur-opinion is not
modified with respect to this matter.

Predecessor Auditor’s Opinion on Marcti31, 2021 Financial Statements

The financial staterments of the Company as of and for the.véar ended March 31, 2021 were audited by other
-duditors whose report, dated August 18, 2021, expressed an unmedified opinien on those statements.

Resp_onsibilities 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, _
impiemientation, and maintenance of internal controf relevant to the preparation and fair presentation of
financial statements that-arg free from.material misstatément, whether due to fraud or error:

In preparing the fi'n_zgnt_:_ial_s'ta_tements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that-_ra'ise_substantial doubt about the Company's ability to continue:as:a
going concern for one year after the date that the finantial statements are available t6 be issued.



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:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

e 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.

e 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.

e 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.
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ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED
‘Consolidated Balance Sheet

-As of December 31, 2021 and March 31, 2021
(Expressed in thousands of Bermuda Dollars)

Note  December 31,2021  March 31, 2021
Assets _
Cash and short-term investments 3 3,391 4,094
Investments at fair value _ _
Fixed income, available-for-sale, at fair value 10,345 10,084
Equity investments, at fair value 2,486 3,163
Total Investments 4,5 12,831 13,247
Reinsurer’s.cost asset 6 190 45
Fees receivable 7 989 976
Reinsurers’ share of unearned premium 76 97
Intangible sssets —net 9 2. 112
Total general assets - 17,479 18,571
Separate account assets 5,20 496,248 519,222
Total assets 513,727 537,793
Liabilities _
Liability for future policyholder’s benefits 8 6,211 6,229
Due to related parties 18 417 1,767
Reinsurance balances payable 10 1,141 985
Fund held on behalf of third parties 11 3,638 3,786.
Accounts payabie and accrued liabilities 12 44] 351
Total generat liabilities 11,848 13,118
Total separate account liabilities 20 496,248 519,222
Total liabilities 508,096 532,340
Equity:
Share capital 250 250
Add_it_ional' paid-in-capital 550 550
Contributed surplus 15,363 15,365.
Accumulated deficit (10,687) (10,846)
Total-equity attributable to shareholders 5,478 5,319
Atiributable to non-controlling interest 153 134
Total equity’ 5,631 5,453
Total liabilities and equity 513,727 537,793

The accompanying notes forin part of these consolidated financidl statements,

Approved by:

George Jones Stuart-Jessop




ADVANTAGE INTERNATIONAL LIFE BERMUPA LIMITED

Consolidated Income:Statement

For the nine months ended December 31, 2021 and for the year ended March 31, 2021

(Expressed-in thousunds of Bermuda Dollars)

Revenue:

Premiunis ceded

Net change in unearned premiums. ceded
Net premiving ceded

Net investment income

Policy charges and fee income

Total revenue

Expenses

Gross policy beneéfits
Coihmission expenses
Operatihg experises.
Amortization of infangibles
Total-expenses

Net income for the period/year

Net income for the period/year attribut_a_ble to:

Shareholder
Non-controlling interest

Note. December 31,2021 March 31,2021

(2,288) (2,492)
1) (30)
(2;309) (2,522)
4. 580 2,369
15 3,704. 4,128
' 1,975 3,972
16 14 542
228 264
17 1,445 1,749
9 110 251
1,797 2,806
178, 1,166
159 1,154
19 12
178 1,166

The accompanying notes form part of these consolidated financial statements.




ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED
Consolidated Statement of Equity and Non-controlling interest

For the nine-months ended December 31, 2021 and for the'vear ended March 31, 2021
(Expressed in-thousands of Bermuda Dollars, except the number of shares)

__December 31,2021 March 31,2021

Share capital

Authorized: _

250,000 common shares of $1.00 each 250 250
TIssued and outstanding: _ _ _
250,000 common shares of $1.00 each 250 250
Additional paid-in capital _ _ _
Balance, beginning and-end of the period/year. 550 550
LContributed surplus _ _
Balance, beginning and end of the period/year- 15,365 15365
Accumulated deficit _ N
Balance, beginning of period/year {10,846) (12,000)
Net income for the period/year 159 1,154
Balarice, end of périod/year {10,687) (10,846)
Total equity attributabie to sharehofders 5,497 5319
Attributable to non-controiling interest _ _
Batance, beginning of period/year 134 122
Net ingome for the period/year 19 12
Balance, end of period/year 153 134
Total equity 5,631 5,453

The accompanying notes form part of these consolidated financial statements.




AD_VAN;TAGE INTERNATIONAL LIFE BERMUDA LIMITED
Consolidated Statement of Cash Flows

For the'nine months ended Deécember 31, 2021 and for the year ended March 3 1,2021]
(Expressed in thousands of Bermuda Dollars)

December 31, 2021 March 31, 2021

‘Cash flows from operating activities _
Net income for the period/year 178 1,166

Adjustments fo reconeile net income to net cash (used in).
provided by operating activities;.

Amorfization of intangibie assets 110 251
‘Net realized and unrealized gains on investments. (142) {1,999)
Interest income received (312) (353)
Dividend income received {126) (17
(470) (2,118)
Net changes in operating balances
Reinsurance balance receivable 45 435y
Fees receivable (13 450
Reinsurer's cost asset (190) -
Reinsurers’ share of unearned premiun 21 (30)
Liability for future policyholder’s. benefits {18) 108
Due to related parties {1,350 1,107
Reinsurance balances payable: 156 195
Fund held on behalf of third parties (148) -
Accounts payable and accrued liabilities 90 120
(1,407 1,905
Dividend income 126 333
Interest income _ 312 17
Net cash (used in) provided by operating activities {1,261) 1,323
Cash flows from investing activities
Purchase of investments {434y (343)
Sale and maturity of invesiments _ 992 364
Net cash provided by investing activities 558 21
Net (decrease) increase in ‘cash and shori-term investments (703) 1,344
Cash and short-term investmints, beginning-of period/year 4,094 2,750
Cash and short-term investments, énd of period/year 3,391 4,094

The accompanying notes form part of these consolidated financial statements.




ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED
Notes to the Consolidated Financial Statements.

As of and for the nine months ended December 31, 2021 and as:of and for the year ended March 31, 2021
{Expressed in thousands of Bermuda Dollars)

1. Business overview

Advintage International Lif¢ Bermuda Limited (the Company), was incorporated on July 3, 1996 and is domiciled in
Bermuda. The Company’s registered office.is 31 Victoria Street, Hamilton, HM [0, Bermuda, The Company is a wholly
owned subsidiary of Advantage Insurance Inc. {the Parent},

The Company is a member of a controlled group of affiliated companies, its results may not be indicative of those of a
starid-alone entity.

The Company is a shareholder of the following subsidiaries:

% of ownérship
held by non- Country of
% of ownership. controlling Incorporation and
Name of subsidiary held _interest Place of Business
Bermuda Life Worldwide Limited 100% - | Bermuda
‘Advantage International Life Insurance 74% 26% Bermuda
Limited

These tonsolidated financial statements which comiprise the Company and its subsidiaries, collectively are referred to as
the “Group”. The Group’s voting rights percentages are the same as the ownership percentages.

Certain entities of the Group offer private placement variable universal life insurance and deferred annuity products in
and from Bermuda to trusts; private companies and other-eligible entities for the benefit of high net worth individuals who
are either tax resident in the Unites States (U.S.) or other jurisdictions. The Group doesnot offer products to local,
Bermuda-resident individuals. Each operating entity of the Group beiefit either directly from, or as a registered affiliate
under, the Argus: International Life Insurance Limited Consolidation and Amendment Act 2008. It should be noted that
Argus Group Holdings Limited was the previous Parent Company. The Act provides for the legal segregation of each
policy’s assets through a separate account linked to each policy, which provides additional protection against poténtial
claims arising from. policy holders of othér separate accounts or of the Parent itself. The Group also includes a closed
book of fixed interest universal-life policies on individuals. who are not tax residént in the U.S. These policies do not
benefit from a'separate accounts structure ‘or the protections provided thereundet.

C&anges to the ﬁna_ncfa?'year—end
The Company has changed its financial year-end from March 31 to December 31.

2. Significant accounting policies’
2.1 Basis of _p_re_s‘entation

The, consolidated financial statements have been prepared in conformity with accounting principles generally
accepted in the United :States-of America (‘“GAAP”) as set out'in the FASB Accounting Standards Codification®
(“ASC”) published by the Financial Accounting Standards Board (“the FASB”). These corisolidated financial
statements: include the balance sheet and income statement of the Company. and its majority owned subsidiaries
(defined as 50% or above) All ‘material intercompany accounts and transactions have been eliminated in
‘consolidation.

‘The preparation-of the consclidated financial statements in conformity with GAAP requires management 10 make
judgments, estimates and- -assumptions that affect the application of accounting policies and the reported amounts of
assets, liabilities, revenues and expenses. Actual results may differ from those estimates. Estimates and' underlying
_assumptlons__ are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in
‘which the estimates are revised and in any future pericds.'affected-.
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ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED
Notes to the Consolidated Financial Statements

As of and for the nine months ended December 31, 2021 and as of and for the year ended March 31, 2021
(Expressed in thousands of Bermuda Dollars)

2. Significant accounting policies (continued)
2.1 Basis of presentation (continued)

"The most significant estimates are those used in determining valuation of policyholder liabilities, valuation of
investments and separaté account assets and income taxes: Additional -details around these principle estimates and
assumptions are discussed in the significant accounting policies.that follow and related footnote disclosures.

All amounts are in Bermuda dollars, which is the Group’s functional currency, and which.is on pat with U.S. dollars.

These financial statements were approved by management and availabie for issuance on August 17, 2022; Subsequent
everits have been evaluated through this date.

2.2 Consolidation

"The Group uses the acquisition method to account for the acquisition of subsidiaries. At the date of acquisition, the
Group recognizes the identifiable assets acquired, liabilities assumed and any noncontrolling interest (NCI) as part-of
the overall business combination transaction at their fair valve. Transaction costs incurred in connection with a
business combination is.éxpensed as incurred.

The group applies a) the Variable Interest Model and (b) the Voting Model, as consolidation principles. The Variable
Interest Model appiies to an enfity in which the-equity does not have characteristics of a controlling financial interest.
-An‘entity that is not a variable interest entity {VIE) is referred to as a voting interest entity.

The Group does niot have VIEs-as of December 31, 2021 and March 31; 2021 and has a controlling interest via
majority ownership and voting rights in its subsidiaries as defined above.

2.3 Non-controlling interest

Non-controlling interest represents the portion of equity in the consolidated subsidiary not attributable, directly -or
indirectly; to.the Group. The ownership interest in consolidated subsidiary held by partiés other thar the Group have
been presented in the consolidated balance:sheet, as a separate component of shareholdet’s equity.

2.4 Cash and short-term investirents

‘Cash and short-ferm investments in the consolidated balance sheet inc]ude_: short-tert. highly liquid investments with
a maturity of less than 90 days from the date of acquisition. Amourits inclided are readily convertible to known
amounts of cash and are subject to an insignificant risk of charige in value.

2.5 Investments and net investment income

The Group has investments in bond funds and equity funds that are considered equity securities. Equity securitiés

that do not require. equity method of accounting or result in consolidation-and with readily determinable: fair values
are.carried at fair value with subsequent changes in fair value recognized in'the Consolidated Income Statement.




ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED
Notes to the Consoiidated Financial Statements

As of and fo_r thé nine months ended December 31, 2021 and as of and for'the year ended March _'31, 2021
(Expressed in thowsands.of Bermuda Dollars)

2. Significant-accounting policies (continued)
2.5 Investments and net investment income (continued)

Interest is recorded in Net investinent income ‘on the Consolidated Income Statement as it accrues, using the effective
interest methad. Dividend income is recognized on the date the Group’s right o receive payment is establistied, which
in'the case of quoted securities is normally the ex-divideiid date.

2.6 Separate assets and liabilities.

Separate account assetsare reported at fair value or net asset value and represent segregated funds that.are invested
for policyholders. These assets and liabilities consist primarily of cash equivalents, miarket quoted securities, private
equity securities, unlisted investment funds; other asséts, private annuities, and separate account policy loans The
assets of each ‘separate account are legally segregated from the general assets of the Group and al! other separate
accounts and are (i) protected from claims made-against the Group and (ii) only available to meet claims against the
policy to which the separate account relates and protected from claims made on all othei policigs,

Separdte account pohcy loans are loans made by the Group to @ policyholder or policy beneficiary (borrower) that
are collateralized by the surrender value of the life insurance policy. Separate account policy loans are stated at the
amount of the outstanding principal amount plus the accruec_l but unpaid interest due. from thie borrower.

‘TInterest is charged.on the outstanding policy Toans:and is further crédited to the separate account of the associated life
insurance poficy. The loan amount accrued but unpaid foan interest is included within the separate account liabilities.

There are no fixed terms of repayment for a policy loan and (i} upon death of relevant life insured under a poticy, the-
death benefit proceeds will be reduced by the amount of any- outstanding loans atid accrued interést payable at the-
date of death; and. (ii) upon a:strrender of @ policy, the cash stirrender value wilf be determined after the offset of the
amount of the ary outstanding loans and accrued inferest payable at the date of surrender.

‘When. policy assets.are illiquid and may not be readily converted to cash on a timely basis, thie Group may distribute
‘the illiquid assets.in kind to satisfy the payment then due under the terms of the policy.

Separate account liabilities represent an amount by policy-and in total, equal to the separate account assets by policy
and in total that would be payable upon a-claim for benefits due under any one policy or as surrender valie. The
Group reports. separately, as assets and liabilities, investments held in separate accouiits and liabilities of the. separate
-accounts that.are legally recognized by app[wable insurance law, are'legally segregated from the general liabilities of
the Group, and whose investment performance is ot subject to any guarantee provided by the Group.

The investment income and realized investment gains or losses from separate account assets accrue to the policy and
are not included in the Group’s results of operations. Mortality risk charges, -policy administration fees, surrender
charges and other income are inéluded in pollcy charges and fee income in‘the Consolidated Income Statement.. Asset
administration fees charged to the accounts are-included in policy charges and feg income in the. Consolidated Tncome.
Statement.

2.7 Liability for future policyholder’s benefits
Liability for future policyholder’s benefits are the portion of past premiums or assessments received that are set aside

to meet futiire policy and contrdct obligations as they become due. The Group establishes reserves to-pay fiture
policyholder benefits, claims, and certain expenses for its life policies and annuity: contracts.
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ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED
Notes to the Corisolidaied Financial Stateménts

As of and for thie nine months ended December 31,:2021 and as of and for tlie year énded March 31, 2021
(Expressed in thousands of Bermuda Dollars)

2. Significant accounting policies (continued)
2.7 Liability for future policyholder’s benefits (contillued)

For-a majority of the Group'’s in-force policies, including its universal life policies and annuity centracts, the base
policy reserve is equal to the account value. For these products, the account value represents the Group’s obligation
‘to repay to the policyholder the amounts held on deposit; There are no significarit blocks of business where additional
‘policyholder reserves are explicitly calculated ‘as the Group does tiot offer any ‘secondary guarantees, indexed
universal life or other benefits.

The: liability for future policyholder’s benefits. also include liability. for single premium immediate annuity contracts
issued by the Group that is determined using the het premium model. This liability is calculated as the present value
of estimated future policy benefits 1o be paid; less the present value of expected futare net premiunis, if any. Liabilities
are-established based on “locked-in™ assumptions of future experience, including provisions for adverse deviation.

‘The assumptions on which reserves are based are. intended to représent an estimation of experience for the period that
policyholder benefits are payable. The adequacy of these reserves and the assumptions undetlying those reserves are
reviewed atleast annually. The Group cannot, however, determine with precision the amount or the timing of actual.
policyholder benefit paymetits.

2.8 Reinsurance

For future policyholder’s benefits, the Group estimates the amount of"rein'fsu_rance recoverable based on the terms of
the reinsurance contracts:and historical reinsurance recovery infortation. The reinsurance balance receivables are
based on what the Group believes are reasonable estimates and the balance is reported as'an dsset in the consolidated
batance sheet. However, the ultimate amount of the reinsurance recoverable is not kriown until all claims are settled.

The cost of reinsurance, which is the difference between the.amount paid for a reinsurance contract and the amount
of the [iabilities for policy. benefits relating to the underlying reinsured contracts, is deferred and amortized over the
reinsurance contract period for short-duration contiacts, or .over the ferms of the reinsuréd policies on a basis.
consistent with thie reporting of those policies for long-duration contracts: As of December 31, 2021 and March 31,
2021, the cost of insurance is determined to be equal to the unearned premiun as reported in the Consolidated Balance
Sheet.

Reinsurance contracts -do not relieve the Group froni its. obligations té policyholders, and failure of reinsurérs fo honor
‘their obligations could result in losses to the Group; consequently, allowances aré established for amounts deemed
uncollectible.

‘Other amounts due to or from reisurers with respect to premiums or ¢laims are included in Reinsurance balance
receivable or Insurarice and reinsurance balances payable in the Consolidated Balarice Sheet,
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ADVANTAGE INTERNATION AL LIFE BERMUDA LIMITED
"Notes to the Consolidated Financial Statements

As.of and for the nine months énded December 31, 2021 and as of and for the year ended March 31,2021
(Expre&sed in thoisands of Bermuda Dollars)

2. Significant accounting policies (continued)
2.9 Policy charges and fee income.

Amounts received as payment for universal life and investment-type contracts (i.e. Deferred variable annuities) are
repotted as-deposits to policyholder accatint:baténces and recorded in Separate account assets and Separate account
liabilities in the-consolidated balance sheet..

‘Revenues from these contracts consist. primarily of fees assessed against-the contract ‘holder account balance for
mortality, policy administration, separate account administration and sufrender charges, and are reported in policy
fees in the consolidated income statement.

The direct and indirect costs associated with the. successfil aequisition of annulty and universal life insurance
business; prtn01pa]1y commissions, underwriting and other expénses are deferred and-recorded in these consolidated
financial statements as-an asset- referred to as deferred policy acquisition costs (DAC). DAC are .subjéct to
recoverability testing at the end of each accounting period. DAC is amortized through earnings overthe expected life
of the related policies as a constant percentage of expected premiums. As of December 31, 2021, the Group had no
outstanding. DAC-balange.

2.10 Receivables and payables related to insurance and reinsurance contracts

‘Receivables and payables related to insurance and reinsirance contracts are recognized when due and measured on
initial recognition at the fair value of the: consideration receivable or payable. The carrying value of insurance and
reinsurance balances receivable is reviewed for impairmient whenever events or circumstances indicate that the
carrying amount may not be recoverable, with the impairment loss recorded in Operating expenses in the
Consolidated Income Statement.

The group evaluates-the financial condition of its reinsurers and monitors concentrations of credit risk, The Group
periodically assesses any reinsurance assets for impairment; with any impairment loss. recognized in Operating
expenses in the Consolidated Income Statement in the period in which any impairment is determined.

2.11 Intangible asséts

Intangible assets refer to customier lists which are initially measured at fair value by estimating the net present value
of fiture cash flows from the contracts iy force at the date of acquisition, These are amortized on a straight-line basis
over the estimated useful life of 16'years.

The carrying amount of the intangible assets are reviewed at’each reporting date to determirie if there is objective
evideénce of impairinent. Management reviews the valuation of intangible assets based upon estimates of future
eamings. and recognizes any permanent impairment. in Amortization of intangible in the Consolidated Income
Statement in the year-in which it is identified,
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ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED
Notes to the Consolidated Financial Statements

As of and for the vine months ended December 3;1-, 2021 and as of and for the’ year ended March 31, 2021
(Fxpressed in thousands of Bermuda Dollars)

2. Significant accounting policies (continued)
2.12 Taxation

The Group ha‘s' one Subsidiary (ALL'IL) that is s'ubject 10 taxat'ion in the Urnited States: Income taxes are prdvi'ded for
dlfferenc_es between the {*'mann:nal.l'e_p_n:mt_ln_vr a_nd tax basrs of a_ssets_ and l_1ab111t1es. Such temporaty dlfferences are
primarily due to the tax basis of net operating loss, or “NOL," carryforwards.

The Group evaluates the likelihood of realizing the benefit of deferred tax assets and may record a valuation allowance
if, based on all available evidence, the Group determines: that it is more-likely-than-not that some portion of the tax
benefit will not be realized. The Group adjusts the valuation allowance if, based on its evaluation, there is a ¢hange
in the amount of deferred income tax assets that are deemed 'm‘Ore-likéIy-:than—not 1o be realized.

The Group reports any expense related to income tax matters in income tax expense (benefit), and income tax
penalties in the consolidated income statement, For the nine months ended Decernber 31, 2021 and March 31, 2021,
the Group had no income-tax expense (benefit).

2.13 Recent Accounting Pronouncements

2.13.1 Tn August 201§, the FASB issued ASU 2018-12, Financial Services-Insurancé (Topic 944); Targeted
Improveinents fo the Accounting for Lonﬂ-Duratlon Contracts. The new guidance changes recognition,
measurement, presentatlon and disclosure requirements for long-duration contracts issued by an insurance
entity. The guidance is intended to improve the timéliness of recognizing changes in the liability for future
poticy. benefits. for long-duration contracts by requiring that underlying cash flow assumptions be reviewed
and updated at-least annually to curzent estimates without a provision for adverse deviation. The resulting
change to the liability for future policy benefits related to the assumption. changes will be recognized within
eammgs The discount rates used to discount future cash flows will-be-updated both annually and at each
interim périod based on-the yield of an upper-medium grade fixed-income instrument. The resulting change
in the liability forfutiee policy benefits will be reported through other comprehensive income, '

2.13.2 The gujdance in ASU 2018-12.also introduces a néw.concept for market risk benefits for certain contracts.
which protect the contract holder from other-than- normal capital market risk, and which expose the insurance
company to such risks. These contracts will be fequired to bé measured at fair value with the corresponding.
changes in value reported through net income. The amendment simplifies the amortization of deferred
acquisition costs and other batances amortized in proportion to premiums;, gross profits, or gross margins, and.
requires that those balances be amoriized on a constant lével basis over the expected term of the related
contracts: This guidance also requires increased and enhanced disclosure: requirements for long-duration
contracts and related balances. "For public companies, these amendments will be applied for fiscdl years
beginning after December 15, 2022.

Management. concluded ASU 2018-12 will impact, at Jeast to some extent, the accounting and disclosure,
requirements for all long-duration insurance.and investment contracts issued by the Company. The standard
also requires significantly enhanced disclosures.. In addition to the significant impacts to the balarice sheet
upon adoption, the Company also éxpects an impact to- the pattern of earnings emergence following the:
transition date. Outlined below are four key areas of change, although there.are other less significant policy
changes not noted below.
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ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED

Notes to the Consolidated Financial Statements

As of and for the niiie months ended December 31,2021 and as of and for the yéar énded March 31, 2021.
(Expressed in thousands of Bermuda Dollars)

2. Significant accounting pelicies (continued)

2.13.1 Recent Accounting Pronouncements (continued}
ASU 2018-12 Deseription Method of adoption Effect on the financial
' statements  or  other
significant matters
Cash flow | Requires an entity to review | An entity may choose one of two | The Company will adopt this

assumptions used to
measure the liability

for-  fiture  policy
henefits for non-
‘participating.

traditional and.

limited-pay insurance
products

and, if necessary, update
the cash flow assumptions
used 1o measure the lability
for future policy benefits,
for both changes in future

assumptions and actual
experience, at least.
annually using ‘a
retrospective. update
method with a cumulative
catch-up adjustment’

recorded in a separate line
item in the. Consolidated
Statements of Operations.

(*AOCI")

adoption, methods for the liability
for. future policy benefits: (1) a
modified retrospective transition
method whereby the entity may

thoose to apply the amendments

to contracts in force as. of the
beginning .of the. prior year (if
early adoption is elected) or as of
the beginning of the earliest.

period presented on the basis of

their ‘existing carrying amounts,

adjusted for the removal of any

related amounts in Accumulated
Other Comprehensive  incorne
or (2) a fall
retrospective transition method,

‘maodified

assumptiohs -as

-guidance effective Tanuary 1;
2023 using. the modified

retrospective transition
miethod. As a result of the
retrospective.
transition.  ‘method;,  the
Company expects the vast
majority of the impact of
updating cash flow
of the
transition date to be reflected
in ‘the. pattern of €arnings in
subsequent periods.. The
Company also expécts some
decrease- to  “Retained
earnings” apon  adoption
from cash flow assumption
updates isolated to the impact-

Discount. rate
assumption -used- to
measure the liability

for future  policy
benefits for non-
participating .

traditional and

limited-pay insurance
products

Requires  discount  rate

assumptions. to be based on’

an upper-medium grade

fixed income instfument
vield, which will be
updated each quarter: with
the  impact  recorded

‘through OCL .An -entity

shall maximize the. use of
relevant _observable

information and niinimize
the use- of unobservable:
information in determining
the

discount
assumptions.

rate

As noted -above, an entity may

choosé. either a modified
refrospective transition method or
full  fetrospective: transition

methed for the liability for future

policy benefits, Under ecither
method, for- balance sheet
remeasurement  purposes, the

liability for future policy benefits-
will be remeasured using curient
discournit rates as of either the
beginning. of the prior year (if
early adoption is. glected) -or the
beginning of the earliest period
presented  with the impact
recorded as. a cumulative effect
adjustment to AQCI.

on-cerfain issue year policies,
As noted above, the

Company will adopt the
guidance. for the liability for

future  policy  benefits
effective January 1, 2023
using the modified
retrospective transition
method. Under the modified
rétrospective transition

method, the Company does
not. expect a significant
impact to the balance sheet.
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ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED

Notes to the-Conselidated Financial Statements”

As-of and for the nine months ended December 31, 2021 and as of and for th‘e_y.'ear ended March 31, 2021
(Expressed in thousands of Bermuda Dollars)

2. Significant accounting policies (continued)

2,13.1 Recent Accourting: Pronouncements (continued)
Amoitization of | Réquires DAC and other | An entity may apply one of two | The Company will adopt this
deferred - acquisition | balances, such as unéarned | adoption methods: (1).a modified | .guidance effective January 1,

costs (DAG) and other
balances:

revenue reserves, VOBA
and reinsurance cost asset
to be .amortized .on a
constant level basis over the
expected terni of the related
contract, independent of
expected profitability.

apply

an

retrospective  transition method
whereby the entity may choose to
the améndments to
contracts in force as of the
beginning of the prior year (if

eatly adoption is elected) or as of

the beginning of the earliest
period presented on the basis of
their existing carrying amounts,
adjusted for the removal of any
related amounts in AQCI or (2) if
entity. chooses a fuil
retrospective fransition method
for its lability for future policy
benefits, as described above, it is
required to also use a full
Tetrospective fransition method
for DAC and other balances.

2023 using the modified

retrospective  transition
method. Under the moditied
retrospective transition

method, the Company does
not -expect a significant
mmpact to the balance sheet:

Market Risk Benefits
(“MR sa)

Requires an entity to
measwre  all market risk
benefits (e.g., living benefit
and death benefif
guarantees associated with
varizble annuities) at fair
value, and record MRB
assets .and liabilities
separately on the
Consolidated Statements of
Financial Position. Changes
in fair value of market risk
benefits are recorded in‘net
income, except for the
portion. of the change in
MRB liabilities attributable
to changes in an entity’s:net:

premium ratio (“NPR"),

Wwhich is recognized in OCL..

Ax eritity shall adopt the guidance

for market Tisk benefits using the
rettospective transition method,

which inclides a cumulative
effect adjustment on the balance
sheet as of either the beginning of
prior year (if early adoption is

‘elected) or the beginning of the
earfiest period -presented. ‘An

entity shall maximize the use of
relevant observable information
and minimize ‘the use of
unobservable information in
determining the balance of the
market risk benefits upon
adoption.

-adoption,

The Company will adopt this

‘guidance effective January 1,
2023 .using the retrospective:

trangition method. Upon
the  Company
expecta significant impact to

‘the-balance sheet.
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ADVANTAGE INTERNATIONAIL LIFE BERMUDA LIMITED
Notes to the Consolidated Financial Statements

As of and for the nine months ended Decémber 31, 2021 and as of and foi the'year ended March 31, 2021
(Expressed in thousands of Bermuda Dollars)

2. Significant aceounting policies (continued).

'2.13 Recent Accounting Pronouncements (continned}

2.13.2In March 2020, the FASB issued ASU 2020-03, Codification Improyements to Financial Instruments, “This
guidance: pr0v1des optional expedients and exceptions to: address the impact of reference rate reform when
contracts, hedging relationships- and. other transactions that reference the London Interbank Offered Rate
{“LIBOR”) or another reference rate needed t_o_]:le dlscontlnue_d The guidance was effective upon issuance a_nd
generally applied through December 31, 2022. The Company is.currently evaluating the impact of this guidance
on its-consotidated financial statements.

2.13.3.In October 2021, the FASB issued ASU 2021-08, Business. Combinations (Topic 805): Accountmg for
Contract Assets. and. Contract Liabilities from Contracts with Customers The new guidance requires the acquirer
to recognize and: measure contract assets and contract liabilities acquired-in a business combination in accordance
with Topic 606. At the acquisition date, an -acquirer should account for the related revenue contracts in
accordance with Topic 606 as if it had originated the contracts. The amendments in this update also provide
certain practical expedients for acqulrers when recognizing and measuring acquired contract assets and contract
liabilities. from revenue contracts. in a business combination. This-new pronouncement improves comparability
after the business combination. by proyiding consistent recognition and. measurement guidance for revenue:
contracts with customers acquired in a business combination and revenue-contracts. with customers not acquired
in a business.combination. For public companies, these amendments will be-applied for fiscal years beginning
after December 15, 2022, The Company expects the adoption of this guidance will not have a material impact
on its consolidated financial statements.

2.14 Impact of COVID 19

‘Starting in early 2020, and continuing throughout 2021, most of the world was affected by an outbreak of the COVID-.

19 disease, which' was: eventually deciared to'be a global pandemic by the World Health Organization. Measures
adopted by governments worldiide to mitigate the spread significantly impacted the global economy; trigg ering fears
of global recession and inflation, At the end of 2021, the arrival of a series of vaccines and prophylact:lc treatments:
had lessened the public health tmpact, however, the-emergence of several variants has been responsible for outbreaks
in many countries during 2022. The Group continues: to-monitor and evaluate the impact of the pandemic on its
business which includes stress and scenario-testing. The Group-h‘as_ implemented processes for the continuation of
‘operations arid to support the well- being'of customers, employees and btoader communities in the event that the-
impactof the virus.is pralonged. The risks associated with the'COVID-19 pandemic are being managed in accordance
'with the Group’s existing risk management framework. The Group’s Business continuity plans are designed to-
minimize distuptiot in service to customers, while also maintaining operations. and technology functions:

L ash and short-térm investments

December 31, March 31,

2021 2021
.Cash in bank and on hand 1,329 3,136
.Short-term investments 1,862 058
3,391 4,094
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Notes to the Consolidated Financial Statements
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e
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As of and for the nine meonths énded Decemper 31,2021 and as of-and for the year ended March 31,2021

(Expressed in thousands of Bermuda Dot'{a}'-s)

4. Investments at fair value and Net investment income

4.1 Cost and fair value of investments:

Investment in bond funds
Investment in equity funds

Investment in bond funds
Investment in equity funds.

4.2 Investment income

Interest income
Inyestment in bond funds
Cash and other

Dividend income
Investment in equity fund

Net realized gain on investments
Investment in equity filnds

Net unrealized (loss) gain on investments.

Investment in bond funds
Investment in equity funds

5. Fair value measurenent

December 31, 2021
Cost Gross unrealized Fair
Gains (Los'ses) value-
9,628 717 - 10,345
1,737 749 - 2,486
11,365 1,466 12,831
March 31, 2021
Cost Gross unrealized Fair
Gains. (Losses) value
9,321 763. - 10,084
2,298 865 - 3,163
11,619 1,628 13,247
Decemiber 31, Maich 31,
2021 2021
287 327
25 26
312 353
126 17
304 64
(46) 969
(116) 966
(162) 1,935
580 2,369
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Notes to the Consolidated Financial Statements

As of and for the nine months ended December 31, 2021 and as of and. for the year ended March 31,2021
(Expresséd.in thousands.of Bermuda Dollars)

5, Fair valne measuremént (continued).

U.S. GAAP establishes a three-level valuation hierarchy based upon observable and non-observable inputs. Observable
inputs reflect market data obtained from indépendent sources, while unobsérvable inputs feflect our market assumptions.
The fair value hierarchy prioritizes iniputs to the valuation techniques used to measure fair value, giving the highest priority
to Level 1 inputs and the lowest priority to Level 3 inputs.- A fihancial instrumeiit’s level in-the fair value hierarchy is
based on the lowest level of any input that is significant to fair value measurement of the financial instrument. The three
levels of the fair value_hlerarchy_ are-described below:

Basis of fair value measurement

Level 1 — Unadjusted quoted prices in active markets to-which the Group had access as of the measuremient date for
identical; unrestricted assets and tabilities. The Group determines securities classified-as Level 110 include highly liquid
.8, treasuries, certain highly liquid short-term investments and quoted equity securities.

Level 2 — Quoted prices for similar assets or liabilities in active markets, or quoted prices for identical assets o liabilities
in inactive markets, of inputs that are observable, either directly or indirectly, for substantiaily the full term’ through
‘corroboration with observable market data. Instruments included in Level 2 are valued via independent external sources
using modeled or other valuation methods. Such methods are typically industry accepted standard and include:.

" broker-dealer quotes;

= pricing' models or matrix pricing;
»  present values;

s future cash flows;.

*  vyield cuives;

" interestrates;

"  prepayment speeds; and

= default rates:

Other similar quited instruments or market. transactions may-be used.
The Group determines foflowing securities to be classified as Level 2:

* US corporate bonds;

= Municipal, other governmént.and agency bonds;

= Foreiga corporate bonds; '

*  Mortgage/asset-backed securities; and

= Bond and equity funds with listed underlying assets

Level 3 - Pricing inputs are unobservable for the asset or liability, That is, inputs that reflect the reporting entity’s own
assumptions about the assumptions market participants would use in pricing the asset or liability. The Group classifies
hard to value assets:and unquoted/private equities as Level 3 as the valuation technique- incorporates both observable and.
unobservable inputs. These investments:may be subject to certain lock-up provisions. The fype of underlying investments
held by the investee, which form the basis of the net asset valuation, include assets such as private business ventures, to
which the Group does not have access, the Group considers net assets as a reasonable approximate fair value.

The Group has. an established control framework with respect to the 'mea.sure_r’i_qen’t of fair values. This includes an
investment validation team that has overall responsibility for overseeing all significant fair valus neasurements,.
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Notes to the Consolidated Financial Statements.

As of and for the nine months ended December 31, 2021 and as of and for the year ended March 31,.2021
(Expressed in thousands of Bermuda Dollars)

5. Fair value measurement (continued)

including Level 3 fair values The Group's investment validation process includes a review of price movements relative
to the market. Any significant discrepancies are investigated and discussed with investmerit managers-and. a valuation
specialist. “The process also inchides regular reviews of :significant observable: inputs. and valuation adjustments.
Significant vatuation issues-are reported to the Board,

‘The fair value of investment in mutual fands (equity and bond funds) was detertiined by third-party invesiment managers.
Fair value is based on the reported net asset value of these funds. These assets are classified as Level 2,

The fair value of investments for separate account assets holders is based on net asset values reported by third parties,
such as investment managers.and fund-administrators. The fair value hierar¢hy of direct investments within investmients.
for separate accotnt assets holders, such as short-term securities, tocal equities and coiporate debt securities; is determined
according to vahiation methodologies and inputs described above in the respective asset type sections. '

The following table presents fair value and carrying value of the 'Group"s financial assets-and liabilities in'the Consolidated
Batance Sheet, catégorized by level under the fair value hierarchy.

December 31 2021

Level Level 2 Level 3 NAV “Fotal fair
practical value
expedient
Assets
Cash and:short-term investments 3,391 - - - 3,391
Fees receivable: - 980 - - 989
Total invesiments = 12,831 - — 12,831
Total assets at fair value 3,391 13,820 -~ - 17,211
Cash and monéy market funds 44,483 - - - 44,483
Private equity - 2,440 — - 2,440
Mutual funds 54,495 261,856 - - 316,351
Policy loan _ - - 132,974 - 132,974
Separate account assets. 08,978 264,296 132,974 - 496,248 _
March 31 2021
Level 1 Level 2 Level 3 ‘NAY Total fair
practical value
expediént
Assets
Cash and short-termt investments 4,094 - - - 4,094
Fees receivable - 976 - - 976
Total investments - 13,247 - - 13,247
Total assets at fair value 4,094 14,223 - - 18,317
Cash and money market funds 48,848 - . - A8 848
Private equity - - 1,688 - 1,688
Muitual finds - 296,753 20,683 - 317,436
Policy Joan _ — - 151,250 ~ 151,250
Separate account assets 48,848 296,753 173,621 - 519,222




ADVANTAGE INTERNATIONAL LIFE BERMUDA LIMITED
Notes tothe Consolidated Financial Staternents.

As of and for the nine months ended December 31, 2021 and as of and for the year ended March 31, 2021
{Expressed in thousands of Bermuda Dollars)

5. Fair value measurement (Contitued)

Transfers of Level 1, Level 2 and Level 3 assets and liabilities:

The. Group determinés: whether transfers have .occurred between levels of the fair value -hier_aréhy. by re-assessing the
categorization at the end of each: reporting period based on the lowest level input that is significant to the fair value
measurement as a whole,

The Group’s policy is to record transfers of assets and liabilities between levels at their fair values as at the end of each
reporting period, consistent with the date of determination of fair value. Assets are transferred out of Level 1 wher they
areno longer fransacted with sufficient frequency and volume in an active market. Conversely, assets are transferred from
Level 2 to Level 1 when transactions volume and‘frequency are indicative of an active market, During the nine months
ended December 31, 2021, there were no fransfers between levels 1,.2, of 3.

6. Reinsurer’s cost asset

As at December 31, 2021, the G'r'Oup'_-'has outstariding receivable from reinsuters as follows:

December 31, March 31,

_ 2021 2021
Reinsurer’s.cost asset 190 45
7. Fees receivable
Fees receivable are. mainly comprised of policy fees receivable.
8. Liability for fiiture policyholder benefits
“The Group’s liability for future policyholder benéfits as of December 31, 2021 comprised of:
_ Gross Ceded Net
Fixed unjversal life insurance _ o 6,113 - 6,113
Single premium immediate annuity (Limited-Pay) 98 - 98-
6,211 - 6,211

Fixed universal life

insurance
Balance, beginning of nine months-ended December31, 2021 6,103
Additions for the nine months. ended December 3 1, 2021 (ineluding premiums) 305
Deductions for the nine months ended December 31, 2021 (includihg withdrawals)y {295)
Balance;end of nine months ended December 31, 2021 ' 6,113
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(Expressed in thousands of Bermiida Dollars)

8. Liability for future policyholder heneﬁts.(cominued)

The Group’s liability for future policyholder benefits as of March 31, 2021 comprised of:

Gross Ceded Net

Fixed universal life ifisurance 6,103 - 6,103
Single premium immediate annuity {Limited-Pay) 126 - 126
' 6,229 - 6,229

Fixed universal life

insurasnce
Balance, beginning of year 6,214
Additions forthe year {including premiums) 368
Deductions for the year (including withdrawals) 479y
Balance, end of year 6,103

9. Intangible assets

Intangible assets refer to customer lists which are-initially measured. at fair value by estimating the net present value of
future cash flows from the contracts in force at the date of acquisition:

December 31,  March 31,

2021 2021
Gross carrying amount. 13,194 13,194
Accumulated amortization and impairment losses
Balance, beginning of petiod/year 13,082 12,831
Amortization charge for the period/year 110 251
Balance, €nd of period/year 13,192 13,082
Net catrying value 2 112

10. Re'i'nsur.ance balances payable
Reinsurance balance payable is comprised of amounts due to reinsurers:
11. Fund held on:behalf of third parties’

Fund held on behalf of third parties is comprised of amounts dué to pdlic‘y holders.
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{Expressed in thousands of Bermuda Dollars)

......

12, Accounts payable and acerued liabilitics
Acoounts payable and accrued liabilities is comprised of:

December 31,  March 31,
2021 2021

Accruals and deferred income 441 351

13. Financial instrument risk- management

The Group has policies relating to the identification, measurement, monitoring, mitigation, and control of risks associated
with financial ihstruments. The key risks related to financial instruments are credit risk, liquidity risk-and market risks,
interestrate and other price risks-including equity risks.

13.1 ll_;vestment. risk

Investment policy is-established by the Board of Directors to manage this risk. Investment policy sets parameters
within which the Group’s external investment managers must operate. Important, parameters inc’lude_ _-guidelines on
permissible asset classes, duration. ranges, credit quality, currency, maturity, sectors, geographical, sovereign and
issuer exposures. Compliance with-guidelings is monitored on a quarterly basis. Any adjustinents to the investient
policy are approved by the Board of Directors,

The Group’s fixed maturity portfolios are managed by two' external invesinient managers. The Group also has a
diversified low volatility multi-strategy portfolio of bond and equity finds and a small equity portfolio. The
performance of the managers is-monitored on an-ongoing basis..

All portfolios® duration is matched to the duration of the insurance liabilities within an agreed range. The: portfolios
are invested in fixed maturity securities, fixed maturity funds and cash and short-term investments. The portfolios

may, at times, contain assets significantly in excess of those reguired to meet insurance liabilities or other defined
funding needs.

The Group reviews the composition, duration and asset allocation of its investment portfolio.on a regular basis in
‘order to réspond to-changes in interest rates and other market conditions. If certain asset classes are anticipated to
produce: a higher return within ‘management’s risk telerance, an adjustment in asset allocation may be made;
Conversely, if the:risk profile is expected to move outside of tolerance levels, adjustments may be madé to reduce the
risks in the portfolio. ' '

The Board of Directors meets quarterly to ensure that the Group’s strategic investment actions.are consistent with
investment risk preferences, ‘appetite, risk and return objectives and tolerances.
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13. Finaneial instrument risk management (continued)
13.2 Credit risk

The Group. has exposure to- credit risk, which s the risk that a counterparty will suffer a deteriotation in perceived
financial strength or be unable to pay amounts in fisll whén due..

The concentration of credit risk exposures hield by insurers may be-expected to be greater than those associated with
other industries, due to-the specific nature of reinsurance markets and the extent of investments held in financial
markets, By the nature- of the business, reinsurers interact with similar customers, in similar markets. However, the
Group uses’a panel of reinsurers with global operations and diversified portfolios and limits its exposure to any one
reinsurer.

Reinsurance is placed with counterparties that have a strong credit rating. Management regularly monitors and
performs an assessment of creditworthiness of reinsurets.

1320 Maximuni expostre o credit risk
The following table summarizes the Group's maximum exposure to credit risk related to financial. instrements and

insurance ¢ontracts. The maximum credit exposure is the carrying value of the financial assets and insurance assets
net of any allowances for losses,

Note December March

312021 31 2021

Cash and short-term investments 3 3,391 4,094
Investments inbond funds 4 10,345 10,084
Reinsurer’s cost asset 6 190 45
Fegsreceivable 7 989 976
Total consolidated balance sheet maximum credit exposiire 14,915 15,199

' The-Group manages credit risk by- its specific investment diversification requirements. such as investing by asset ¢lass,
geography and industiy, review of credit quality ratings for portfolio investments and an active credit risk governance,.
including independent moaitoring and review and. reportl_n_g to management and the Board of Directors.

13.2.2  Concentration of credit risk

Concentrations. of credit risk arise from exposures 16 a $ingle debtor, a group of refated debtors or group of debtors.
that'have similar credit risk characteristics in that thiey operate ih the same geographic region orin similar industries.
‘The characteristics are similar in that changes in economic or political environments-may impact their ability to meet:
‘obligations as they come due. The' Group holds investments in bond funds of $10.3 million and $10.1 million at
December 31, 2021.and March 31, 2021, respectively,

[3.2.3  Asset Quality

Bonds by credit rating

The Group’s investment in bond funds had an average rating of A- in 2021.
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13, Financial instrument risk-management.(continued)
13.2  Credit risk {continued)
13.24  Age analysis-of financial assets past due

As of December 31, 2021 and March 31, 2021, there were nio past due receivables from operations, There was no
impairment recorded during the both periods.

13.3 Liquidity risk

Liquidity risk is the risk that the Group will nat be able to meet all cash outflow obligations as-they come-due, The
Group’sasset-liability management process allows it to maintain its good financial position by ensuring that sufficient
liquid assets are available to cover its potential funding requirements. The Group invests in-various types of assets
with a view to matching them with its liabilities. To strengthen its liquidity further, the Group actively manages and
‘monitors.its ¢apital and asset levels, diversification and credit quality of it_s;inve_stmént'_s_and cash forecasts and actual
amounts against established targets.

The short-term (less than one year) liquidity needs are- more than adequately met by maturing boxds, the sale of
equities, as well as by current operating cash flows. Longer duration cash flows are also backed by a broader range
of asset classes including equity and other non-fixed income assets.

Reinvestment strategies-and policies are in place for maturing assets backing long-term liabilities and are reflécted in
the Life and-annuity policy reserves. Based on the Group’s historical cash flows and cuirent financial performance,
management believes that the cash flow from the Group’s operating activities will coniinue to provide sufficient
liquidity for the Group to meet its contractual obligations and to pay other expenses, as, they fall due.

Liability maturity profile
The following is an analysis by liability type of the estimated timing of net cash flows based on the Group’s liabilities.

The settlement profile is based.on current estimates and historical trends and the actual timing of future cash flows
may differ materially from the disclosure below.

December 31,2021
Within. 2-5 6-10 Over 10
1 year years years years Total
Liability for future policyholder’s benéfits 443 1.668. 1,678 2,417 6,211
Due to-rélated parties 417 - - - 417
Insurance balarice payable 4,779 - - - 4,779
Accounts payable and accrued liabilities. 441 - - - 441

11,848
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13. Financial instrument risk management: (continued)

13.3 Liquidity risk (continued)

March 31, 2021
Within 75 6-10  Over 10
1 year years. years years Total
Liability for future policyholder’s benefits 449 1,673 1,683, 2,424 6.229
Due to related pariies 1,767 - - - 1,767
Insurance balance payable 4,771 - - - 4,771
Accouits payable and accrued liabilities 351 - - - 351

13,118
13.4 Market risk

Market risk is the risk that the fair value or future.cash flows of a financial instrument will fluctuate as a result of
changes in market factors. Market factors. include three types of risk: curréncy risk, interest rate risk arid equity risk.

The Group has no exposure to-cutrency risk, which is-the risk that the fair value of future cash flows of a financial
instrument will fluctuate because of changes in foreign exchange rates.

1341 fn_ter"‘esi Fate risk.

‘Interest rate risk is the potential for financial loss arising from changes in interest rates. Changes in-market interest
rates can impact the reinvestment of matured investments, as the returns available on the néw investrment may be
significantly different from the returns previously achieved. The. Group manages these risks through:

» Assét atlocation and diversification of the investment portfolio;

= -Investmg in fixed incomme assets that closely match the life product liability cash flows for products with fixed
and hlghly predictable ‘benefit payments; and. _

*  Quantifying and reviewing regularly the risk associated with the mismatch in portfolio duration and cash flow.

13.4.2  Equity risk

Equity investments-are held in accordance with the Group’s investment policy as part of the well diversified asset-
portfolio that are appropriate for the opetating ségment, Equity risk is the uncertainty associdted with the vatuation
of assets arising from changes in equity markets. If actual returns are lower than the expected: returns, the Group’s
Life and annuity policy resérves will increase and will reduce the Group’s net-earnings, Overall, it is expected that
the impct of an immediate 10% increase in value across all equity markets wou[d be.an increase in total iniconie of
$0.2 million; conversely the impact of a 10% would have an equal but opposne effect. The direct éxposure to equity
markets generally falls within the risk-taking phllOSOphy of the Gfoup’s investment policy and is régularly monitored:
by management.
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13. Financial instrument risk management (continued}
13.4 Market risk (contiiued)
13.4.3 Limitations of sensitivity analysis

The sensitivity information given above demonstrates the estimated impact.of a change i a major input assumption
while other assuinptions remain unchanged. In reality; there aré normally significant levels of correlation between
the assumptions and other factors. It should also be noted that these sensitivities are non-linear and larger or' smaller
impacts should not be mterpoiated or extrapolated from these results. Furthermore, estimates of sensitivity may
become less reliable in unusual market conditions such as instances when risk free rates fall towards zero.

14, Insurance risk management

As discussed in Note 2, a separate.account is linked:to each vatiabi¢ universal life insarance policy and deferred variable
anbaity policies issued to policyholders. The Group’s exposure for this type of policy is limited to the minimum
guarantees. The Group purchases reinsurance as part of its risk mitigation programme. Existing variable universal life
insurance policies are reinsured for the net amount at risk less the.retention based on treaties entered into With a nitaber
of reinsurers. Generally, the maximum automatic treaty limit per insured is $35.0 miltion. The. Group may periodically;
on a facultative basis, place larger amounts. The net amount at risk is-defined to bé the death benefit minus the policy.cash
value. The amount of reinsurance coverage for each month is the net amount at risk at the end of such month minus-the
initial amount retained by the Group being $50,000 to $100,000 per insured for all reinsured: pohmes issued after Janvary
1, 2002 (315,000 for policies issued before 2002). For policies issued in- 2001 and prior years, the Group reinsured. the’
variablé universal life insurance policies for the lesser of five times the initial net-amount at risk or $20.0 million: The.
Group periodically, oh a facuitative basis, placed larger amounts,

Bermuda Life Worldwide Limited insures a book of fixed universal life busingss and reinsures a portion of it. It generally.
retains $50, 000 per insured.

Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding claims provisions and are
in accordance with the reinsurance contracts. Although the Group has reinsurance arrangements, it'is not relieved of its:
direct obhgatlons taits polieyholders and thus a credit exposure exists with respect to ceded insurarice to the extent that
any reinsurer is unable to meet its obhgatmns assumed under such reinsurance agreements. The Group’s placement of
reinsurance. is diversified such that it is neither dependent on a single reinstrer nor are the operations of the Group
substantislly dependent upon any single reinsurance contract.
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15, Policy charges and fee income
Income recognized-for the ning months ended December 31,2021 and for the year ended Marchi 31, 2021 are as foliows:

December 31, Mareh 31,

2021 2021 .
Cost of insurance 2,785 2,961
Fee income 919 1,164

3,704 4,125

Fee. income from. policyholder administration under separate account assets arrangement is recognized based on a
percentage of assets under managemerit or another variable mietric. Asset-based fees vary with assets under management,
which are subject to market conditions and investor-behaviors beyvond the Group’s control.

16. -Gross policy benefits

Gross policy benefits-are comprlsed of death benefif, surrender and annuity payments dccrued and/or paid: during, the
petiod and yeat.

17. Operating expenses-

Operating expenses. incurred during the nine months ended December: 3 1, 2021 and the year ended March 31, 2021 are
as follows:

Décember 31, March 31,.

2021 2021
Aliocation of overhead expenses from Parent (Note 18) - 744
Finance cost 65 140:
Professional fees 1,310 847
General and corporate expenses: 70 18
Total operating expenses 1,445 1,749

18. Related party transactions

All related party transactions were conducted in the normal course of business. Significant related party transactions are
as follows:

18.1 Due to related parties

Due to related parties includes payables-arising from amounts settled by thé Parent.on behalf of the Group and Group’s
allocation of Parent overhead expense. These advances bear no interest and are-net séttled through the Due from
related parties” outstanding balance.

18.2 Compensation of key personnel

Key personnel have been .idcntiﬁed_ as the Board of Directors of the Group. These individinals have the authority and

responsibility for planning, directing and controlling the activities of the Group. Fees’ payable to directors for the
reporting nine months ended December 31, 2021 totaled $15,000.
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19, Thcome taxes

Under current Bermuda law, the Group.is not'require'd to'pay any faxes in Bermuda on either income or capital gains. The
Group has received an undertaking from the Minister of Finance in Bermuda that in the event of any such taxes being
imposed; the Group will be exempt from taxation until the year 2035.

Advantage International Life Insurance Limited (AILILY has elected under séction 9_53(_d) of the U.S. Internal Revenue:

Code (IRC) to be taxed a$ a 1.8. domestic corporation. AILIL is subject to a-U).S. corporate ircome tax rate of 21% for
its fiscal year ended December 31,2021 due to U, S. tax reform.

The Group does not expect the-current tax provision computed-on AILIL’s incommé before income taxes at the weighted
average tax rate to bie material.

2_[_). Separate aceount assets and. ]iab_i'iiti'es-

The assets for policies held under the separate accounts asssts are zllocated to separate accounts as authorized by the
Advantage International Life Insurance Limited Consdlidation and Amendment Act 2008,

Changes to the separate account assets are as follows:

Décember 31 March 31

2021 2021

Addition to separate account assets
Premiumis 28 1 §]
Returti on investments 20,066 100,227

20,094 100,243

Deductions firom separate acéount assets

Withdrawals and benefits paid 38,581 35401
Operating expenises 4,487 6,069

43,068 41,470
Net deductions to separate'aé_count-assets_:for ‘the period/year {22,974) 58,773
Separate account assets, beg_im}_ing_' of period/year 519,222 460,449
Separate account assets, end of period/year 496,248 519,222

21. Capital Management - Statutory Reporting

The Group’s capital base is structured to exceed regulatory targets, maintain. satisfactory credit ratings, align the’ prof' le
of assets and liabilities taking account of risks inherent in the-businesses, provide flexibility to take advantage of growth
oppurtunttles and provide an adequate return to-shareholders. Cap1ta1 is managed on.a consolidated basis under principles

‘that consider all the risks associated with the busiiiesses. It is also managed at the business unit level under the principles

appropriate to the jurisdiction in which it operates. The Group’s capital base-consists of Share capital; Contributed surplus

-and-Accumulated deficit as disclosed in the Consohdated Balance Sheet.

The Bermuda Monetary Authority (the BMA) is the regulator of the Group. The:laws and regulations of Bermuda require
that as a Class C Long-Term insurer, the Group shoutd maintain a niinimum amount of stahitory capital and surplus based.,
on the enhanced capital requirement.
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Mariagement monitors the adequacy of the Group’s ¢apital from the perspective of Bermuda statutory requirements, The
Bermuda Insurance Act 1978 and Related Regulations (the Act) requires the Group to. file an annual audited statutory
financial return and meet minimum solvency margins and minimum lquidity ratios.

The statutory capital and surplus for ‘the Group as at December 31, 2021 was $3:2 million and the minimum solvency
margin of the Group was $2.2 miliion.

The Bermuda Capital Solvency Requirement (BSCR) is the-preseribed form of capital arid solvency retutn in Bermuda,
which was revised under new legislation enacted in 2008, The BSCR includes a standardized model uséd to measure thie
risk -associated with an insurance subsidiary’s assets, liabilities and premiums, and a formula to take account of
catastrophe risk ¢xposure. The BMA requires all insurers to maintain their statutory capital and surplus-at a target level
which is. 120% of the amount calculated in accordance. with the BSCR. As.of December 31, 2021, the statutory Gapital
and surplus of the insurance subsidiaries exceeded this regulatory requirement. In addition, minisum licuidity ratios must
- be maintained by Bermuda entities writing general insirarice business whereby re!evant assets, as defined by the Act,
must exceed 75% of relevant liabilities. The Bermuda Insurance Act 1978 and Related Regulations limits the- maximum
amount of annual dividends and distributions that may be paid by the Group’s insurance subsidiaries. Before reduding
statutory capital by 15% or moie or statutory capital diid surplus by 25% or mote, as set out in the prior year’s statutory.
financial statements, the Group-shall request the approval of the BMA.: In addition, the Bermuda Companies Act 1981
limits the Group’s ability to pay dividends and distributions to shareholders if there are reasonable grounds for bellevmg.
that the Group would be nnableto pay its liabilities:as they become due, orifithe réalizable’ value of its assets would
be less than the agpregate of its liabilities, issued share capital and contributed surplus accoimts. -

~22. Subsequent-events

On March 7, 2022, the Group’s subsidiary Bermuda Life: Worldwide Limited (BLW) éntered into a guarantee up to the.
‘amount of US$110,000 in connection with an Irtévocable Letter of Credit between ATLIL and a local bank in Bermuda
for the pitrpose of securing AILIL s labilities-as-a 953(d) entity-under the Code of the Internal Revenue Service, As sirch,
BLW’s cash in bank balance has been restrlcted to the amount of guarantee.

Subsequerit events have been reviewed through August 17, 2022 and thefe were no matéridl subsequent. events that are
required to be dis¢losed 1ill the date the financial statements wete issued.
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