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Opinion

We have audited the financial statements of Nordica Life (Bermuda) Ltd. (the “Company”), which comprise the
balance sheet as at December 31, 2018, and the statement of operations, statement of changes in equity, and
the statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Company as of December 31, 2018, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in Bermuda, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of a Matter

As discussed in Note 1 to the financial statements, the Company applied to the Bermuda Monetary Authority
(BMA) for discontinuance in Bermuda and continuance in Barbados. In consideration of the discontinuance
effective April 25, 2017, the Company was not required by the Bermuda Monetary Authority to file a statutory
return for the 2016 year-end. On January 29, 2018, the Company resolved to remain in Bermuda and formally
withdrew the notice of discontinuance. As a consequence, the Company was required by the Bermuda
Monetary Authority to file a Modified Capital & Solvency Return in respect of the 2016 and 2017 year-ends,
except that an unaudited statutory financial return will be filed for the 2016 year-end.

On March 19, 2019, the Company requested BMA approval for a Modified Capital & Solvency Return for the
2018 year-end. On April 5, 2019, the BMA granted the approval to the Company to file a Modified Class C
Capital & Solvency Return in respect of the financial year ended December 31, 2018.

Our opinion is not qualified in respect of these matters.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.

Key Audit Matter How our audit addressed the Key Audit Matter
Assessing the carrying value of wealth

management assets and liabilities related to
separated accounts

The carrying value of wealth management assets - Testing IT controls and key application controls
and liabilities related to separated accounts as at over the Company's accounting and insurance
December 31, 2018 is $219,144,779. The Company systems;

has adopted the method of “deposit accounting”

relating to its wealth management transactions - Performing recalculations  and analytical
where the assets and liabilities of these wealth procedures on fee income in relation to the values
management transactions move in tandem. We of wealth management assets;

focused on these accounts because they are

material to the financial statements as a whole and - Obtaining third party confirmations from banks to
the fact that the valuation of wealth management support the values of cash and quoted
assets was significant to our audit. investments;

- Obtaining underlying supporting documentation to
support the value of private investments;

- Testing management's controls related to new
client policies;

- Inspecting underlying documentation for accepting
new clients,

We found the values were supported by the available
evidence.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRSs, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process.






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 opinicn. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or eror, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. 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.

*  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 intemal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

» Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company's ability to continue as a going concern. Iif we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Company to cease to continue as a going concern.

+ Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or reguiation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.






Other Matter

This report is made solely to the Company's shareholders, as a body. Our audit work has been undertaken so
that we might state to the Company's shareholders those matters we are required to state to them in an
auditor’'s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume

responsibility to anyone other than the Company and the Company’'s members as a body, for our audit work,
for this report, or for the opinions we have formed.

Wwes QS"&&J{\»&: S 13&.\%\

Chartered Professional Accountants
Hamilton, Bermuda
April 30, 2019






NORDICA LIFE {(BERMUDA) LTD.
BALANCE SHEET

DECEMBER 31, 2018
(Expressed in United Stales dollars)

December 31 December 31
2018 2017
Notes $ $

ASSETS
Cash and cash equivalents 2,526,684 2,846,999
Fees receivable 389,234 470,236
Funds received on policies not yet accepted 15,002 15,002
Wealth management client assets held in separated accounts 3 219144779 256,256,747
222,075,699 259,588,984

LIABILITIES

Accounts payable and accrued liabilities 5 370,353 573,621
Commissions payable 168,390 178,092
Provision for future policy benefits 1,330,120 1,383,486
Funds received on policies not yet accepted 15,002 15,002
Liabilities related to separated accounts 3 219,144,779 256,256,747
221,028,644 258,406,948

EQUITY
Contributed equity 4 650,000 650,000
Retained earnings 397,055 532,036
1,047,055 1,182,036
222,075,699 259,588,984

See accompanying notes to the financial statements.

Approved by the Board of Directors:

R |

} %\_‘] Go j\ Director

= Director







NORDICA LIFE (BERMUDA) LTD.
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2018
{Expressed in United States dollars)

December 31 December 31

2018 2017
Notes $ $

Revenues
Fee income 3 1,423,416 1,783,240
Life insurance premiums 3 55,130 62,864
Foreign exchange gain - 104,054
Interest income - 3,173
1,478,546 1,953,331

Expenses
Acquisition costs 461,396 601,517
Foreign exchange loss 82,348 -
Change in provision for future policy benefits - 52,909
General and administrative expenses 56 568,461 821,404
Interest expense 1,322 -
1,113,627 1,475,830
Net income ($0.56 per share (2017 - $0.73 per share) 365,019 477,501

See accompanying notes to the financial statements.






NORDICA LIFE (BERMUDA) LTD.
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2018
{Expressed in United States doltars)

December 31 December 31

2018 2017
Notes $ $

Contributed equity
Common stock - $1 par value
Authorised - 650,000 shares
Issued - 650,000 shares 4 650,000 650,000
Retained earnings
Balance, beginning of year 532,036 504,535
Net income 365,019 477,501
Dividends paid ($0.77 per share (2017 - $0.69 per share) {500,000) (450,000)
Balance, end of year 397,055 532,036

1,047,055 1,182,036

See accompanying notes to the financial statements.






NORDICA LIFE (BERMUDA) LTD.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018
{Expressed in United States dollars)

December 31 December 31

2018 2017
$ $

OPERATING ACTIVITIES:
Net income 365,019 477,501
Adjustments for non-cash items and working capital changes:
Decrease in fees receivable 81,002 59,487
Decrease in other accounts receivable - 63,042
(Decrease) increase in accounts payable and accrued liabilities {203,268) 150,529
Decrease in commissions payable (9,702) {42,914)
Decrease in provision for future policy benefits {53,366) {991,569)
Net cash from (used in) operating activities 179,685 {283,924)
FINANCING ACTIVITIES:
Dividends paid (500,000) (450,000)
Net cash used in financing activities (500,000) {450,000)
Net decrease in cash and cash equivalents (320,315) (733,924)
Cash and cash equivalents, beginning of year 2,846,999 3,580,923
Cash and cash equivalents, end of year 2,526,684 2,846,999

See accompanying notes to the financial statements.






NORDICA LIFE (BERMUDA) LTD.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

1.

General

Nordica Life (Bermuda} Ltd. (the “Company”) was incorporated under the laws of Bermuda on October 14,
1996. The Company holds a long-term license under the 1978 Insurance Act of Bermuda to write life
insurance and is govemed by the Nordica Life (Bermuda) Ltd. Act, 1997. This Private Act of Parliament
enables a wealth management client to request the establishment of a separate wealth management fund/
policy account (termed “separated account” under the Act). The effect of creating these separate accounts is
to ensure that the assets linked to each wealth management client's funds/policies are available only to the
wealth management policyholder or beneficiary on this specific policy, and not to other creditors of the
Company, general or otherwise.

In addition to wealth management, the Company writes unit-linked life insurance products that provide for a
death benefit consisting of a fixed amount or a percentage of the policy value. At December 31, 2018, the
Company's average exposure per policy is $12,927 (2017 - $12,778).

In addition to premiums written for its own account the Company receives a fee based on a percentage of
invested assets or a flat fee, eamed for structuring, facilitating and providing on-going management of the
wealth management programs introduced by external brokers. In addition to brokers fees settled, the
Company has, in tum, appointed a related company as Administrator to whom certain agreed fees are paid.

Certain comparative balances have been reclassified in these financial statements to conform to the
presentation adopted in the current year.

Effective December 31, 2015, the Company obtained approval™no objection” from the Bermuda Monetary
Authority ("BMA") to complete a merger with QLI Limited under the provisions of the Companies Act 1981
and in accordance with the terms of the Merger Agreement (the “Merger Agreement’). The Company was
issued with a Certificate of Merger by the Registrar of Companies effective December 31, 2015 naming
Nordica Life (Bermuda) Ltd. as the “Surviving Company”.

The Merger Agreement held that the Company and QLI Limited (together, the “Parties”) agreed to merge
(the “Merger”) pursuant to the provisions of The Companies Act 1981 and that the Merger Agreement and
the combined undertaking, property and liabilities of both companies shall vest in the Company as the
Surviving Company of the Merger. The Company shall continue as an exempted company incorporated in
Bermuda and registered as a Class C insurer under the Insurance Act 1978. QLI Limited shall thereafter be
struck off the register of companies maintained by the Registrar of Companies.

Also effective on the date of Merger per the Merger Agreement;

¢ The authorized share capital of the Surviving Company was agreed to be US$650,000 divided into
650,000 shares of par value US$1.00 each.

o Al of the 650,000 shares of the Company, par value US$1.00 each, were converted into 650,000
common shares, par value US$1.00 each, in the Surviving Company and all the issued and
outstanding shares of QLI Limited were cancelled without the repayment of capital in respect of
such shares.






NORDICA LIFE (BERMUDA) LTD.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

1.

General {continued)

On December 31, 2015, a liability to the shareholders of QLI Limited is recognized amounting it $708,815
which is QLI Limited's net equity of $833,615 and provision for future policy benefits of $75,200 at the date
of the Merger. The Company settled this liability on April 29,2016.

On December 20, 2016, the Company applied to the Bermuda Monetary Authority for discontinuance in
Bermuda and continuance to Barbados with verbal approval received on January 17, 2017. Ministerial
consent in Bermuda was granted on April 5, 2017 and the formal notice to discontinue was filed with the
Registrar of Companies (the “Registrar”) on Apnil 25, 2017. However, the Registrar could not issue a
Certificate of Discontinuance due to the premature continuance date that was granted by the Barbados
Authorities. The Certificate of Continuance issued was effective March 27, 2017. Despite efforts to resolve,
the Barbados Authorities did not amend the continuance date (See Note 7).

On January 29, 2018, the Company resolved o remain in Bermuda and formally withdrew the notice of
discontinuance. As a consequence, the Company was required by the Bermuda Monetary Authority to file a
Modified Capital & Solvency Retum in respect of the 2016 and 2017 year-ends, except that an unaudited
statutory financial retum was filed for the 2016 year-end (See Note 7).

The Company applied to the Bermuda Monetary Authority in a letter dated March 19, 2019 for approval to
submit a Modified Capital & Solvency Retum for the financial year ended December 31, 2018. The BMA
approval was granted on April 5, 2019 (See Note 7).

The registered office of the Company is located at Crawford House, 50 Cedar Avenue, Hamilton, HM 11,
Bermuda. The Company is listed on the Bermuda Stock Exchange Mezzanine Market and its majority
shareholder is First Universe Finance Ltd.

Significant accounting policies

The Company's significant accounting policies, which have been applied consistently throughout the year,
are summarized as follows:

Basis of presentation

These financial statements are prepared in accordance with Intemational Financial Reporting Standards
(IFRS} issued by the International Accounting Standards Board (“IASB"), and interpretations issued by the
International Financial Reporting Interpretations Committee of the 1ASB. These financial statements are
prepared under historical cost convention as modified by the fair valuation of securities and financial assets.
The Company’s functional and presentation currency is US Dollars. The preparation of financial statements
in compliance with IFRS requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues eamed and expenses incurred during the
reporting period. Actual results could differ from those estimates.

Separated accounts assets and liabilities held in Trust

Separated accounts assets held in Trust are in respect of wealth management clients. Separated accounts
assets are legally insulated from the Company's general funds and other policy holder funds held in trust by
the Company.

10






NORDICA LIFE (BERMUDA) LTD.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

2.

Significant accounting policies (continued)

A wealth management clients' account would normally include initial funds (termed “premiums”) paid into an
investment program, investment gains (losses) attributable to the underlying assets, less a risk assessed
premium due to the Company, less certain calculated and agreed net assets based fees for structuring,
facilitating and provision of on-going management of the wealth management programs provided by the

Company (a portion of which is paid to the Company's brokers, administrator and advisors) less withdrawals
{termed “surrenders”) paid to either the wealth management client or designee.

The Company has adopted the method of “deposit accounting” relating to its wealth management transactions
where the assets and liabilities of these wealth management transactions move in tandem.

Premiums and surrenders
Risk based premiums due to the Company's account are recorded by the Company on the accruals basis.

Under deposit accounting, wealth management client funds (premiums) are recorded when received and
surrenders are recorded when paid. Where such premiums are received in respect of proposals, which
were not accepted (by agreement or policy terms) at the balance sheet date, these funds are reflected as
“Funds received on policies not yet accepted” with the matching offsetting liability similarly described.

Provision for future policy benefits

The provision for future policy benefits represents management's best estimate of the Company's liability for
death claims on underlying policies in force at the balance sheet date, which are subject to review annually
by an independent actuary. These estimates are continually reviewed and are necessarily subject to the
impact of future changes in such factors as claims severity and frequency. While management believes that
the amount is adequate, the ultimate liability may be in excess of, or less than, the amounts provided and
any adjustments will be reflected in the periods in which they become known.

Investment valuation policies

In accordance with IAS 39, the Company categorises its general investments (at the time of purchase) into
one of three categories: ‘held-to-maturity’, ‘trading’ and ‘available-for-sale’ and re-evaluates such
designation on a regular basis. Investments, where the Company has the intent and ability to hold the
investment to maturity, are classified as held-to-maturity. Investments intended to be held for an indefinite
period of time, which may be sold in response to needs for liquidity or changes in interest rates, exchange
rates or equity prices are classified as available-for-sale. All other investments (if any) are otherwise
categorised as trading.

"






NORDICA LIFE (BERMUDA) LTD.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

2.

Significant accounting policies (continued)

With respect to separated accounts assets held in trust, the wealth management client bears all investment
risk thus the Company is not exposed to any market, credit, currency, or interest rate risk on these
investments. The Company therefore uses all reasonable means to record the underlying wealth
management clients assets at fair value with the exception of promissory note interest which may or may
not be reflected, unquoted investments which are primarily valued at cost (which may or may not be
representative of fair value) and certain other private investments which are also recorded at managements
best estimate of fair value. Valuation of quoted investments comprises values as derived from reports from
the appointed custodian banks and fund administrators which may or may not be reflective of fair value
since specific valuation methods (bid pricing, last reported pricing or mean pricing evaluations) will vary
depending on the wealth management product chosen and/or because of custodian bank pricing models
adopted. Investments in collective investment schemes are primarily based on reports from the fund

administrators, which are subject to price timing differences.
Determination of income

Investment income derived from general cash and cash equivalents is recognised as eamed and interest
income on the Company’s general interest-bearing instruments is recorded on the accrual basis using the
effective yield method.

Unrealised gains and losses arising from changes in the fair value of the Company's general investments is
recognised in a separate component of equity until sold unless the recoverable amount of the investment is
considered permanently impaired whereupon an impairment loss is recognised in the statement of
operations.

Realised gains (losses) arising on disposal of the Company’s general investments are calculated using the
specific identification method and recorded in income as they arise.

All purchases and sales of investments are recorded on the trade date basis.

The Company uses deposit accounting with respect to all investment income arising on investments
included in separated accounts assets and non-separated account assets held in trust.

Fee income and life insurance premiums

Fee income includes investment management, set up and on-going fees recognised on the accrual basis as
eamed and recovered from wealth management clients separated account funds and non-separated
accounts funds held in trust on a policy-by-policy basis based upon on the investment valuation policies
adopted.

Life insurance premiums are recorded at the inception of the policy period and recovered from wealth
management clients separated account funds and non-separated accounts funds held in trust on a policy-
by-policy basis.

Acquisition and administrative expenses

Acquisition expenses comprise commissions paid to the Company's brokers under various arrangements,
which are recognised when incurred, with any prepaid portion deferred in the balance sheet. Administrative
expenses charged by a company under common control are recorded as incurred on the accruals basis
under agreement.

12






NORDICA LIFE (BERMUDA) LTD.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

2,

Significant accounting policies (continued)

Foreign currencies

Monetary assets and liabilities denominated in foreign currencies have been converted into US dollars at
rates ruling at the balance sheet date. Income and expenses are translated at rates of exchange
approximating the transaction date rates. Foreign exchange gains and losses are recognised in the
separated accounts assets and non-separated accounts assets held in trust and statement of operations as
appropriate.

Cash and cash equivalents

Cash and cash equivalents consist of cash, demand deposits and short-term, highly liquid investments
readily convertible to known amounts of cash and which are subject to insignificant risk of changes in value.

Cash equivalents are investments with original maturity of three months or less from the date of acquisition.
The carrying value of these investments approximates their fair value because of their short maturity.

Fair values

The fair value of cash and cash equivalents, fees receivable, other accounts receivable, funds received on
policies not yet accepted, accounts payable and accrued expenses and commissions payable, approximates
their carrying value due to their relative short term nature.

Management considers that it is not practicable to estimate the fair value of all investments in separated
accounts and non-separated accounts held in trust.

The estimates of fair values presented herein are subjective in nature and are not necessarily indicative of
the amounts that the Company would actually realize in a current market exchange or indicative of the fair
value of the wealth management account net assets. Any differences may or may not be material. Certain
instruments such as the provision for future policy benefits are excluded from fair value disclosure. Thus the
total fair value amounts cannot be aggregated to detemmine underlying economic value of the Company.

Payables and provisions
Payables are stated at their nominal value.

The Company recognizes a provision if a present obligation has arisen as a result of a past event, payment
is probable and the amount can be measured reliably. The amount recognized is the best estimate of the
expenditure required to settle the present obligation at balance sheet date, that is, the amount the Company
would rationally pay to settle the obligation to a third party.

Related parties

Parties are considered related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions. Related party transactions
pertain to expenses paid or are owed to a company related through common controf and are entered into on
an arm’s length basis.

13






NORDICA LIFE (BERMUDA)} LTD.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

L

2.

Significant accounting policies (continusd)

Risks

Legalfregulatory risk is the risk that the legal or regulatory environment in which an insurer operates will
change or that the tax rulings relevant to the Company’s business model may change and create additional
loss costs or expenses not anticipated by the insurer in pricing its products. That is, regulatory initiatives
designed to reduce insurer profits or new legal theories may create costs for the insurer beyond those
recorded in the financial statements or the Company may not continue in its current form due to amended
tax legislation. The Company mitigates this risk through its review of underwriting and loss adjusting
practices and regularly reviews tax legislation, which identifies and minimizes the adverse impact of these
risks.

Credit risk is the risk that issuers of securities owned by the Company will default, or other parties that owe
the Company money, will not pay. The Company minimizes this risk by adhering to a conservative
investment strategy, by maintaining sound credit and collection policies, and by providing for any amounts
deemed uncollectible.

Taxation

As an entity organized under the laws of Bermuda, the Company is not currently subject to taxation in
Bermuda, as Bermuda does not impose any form of direct taxation on receipts, dividends, capital gains, gifts
or net income. In the event that such direct forms of taxation eventuate, the Company has received a tax
exemption certificate, valid through March 2035.

Subsequent events

Any post year-end event that provides additional information about the Company’s position at the balance
sheet date (adjusting event), is reflected in the financial statements. Any post year-end that is not adjusting
event is disclosed when material to the financial statements.

New accounting pronouncements not yet adopted

IFRS 17 Insurance Contracts

In May 2017, the International Accounting Standards Board {IASB) has published a new standard, IFRS 17
'Insurance contracts’. The new standard requires insurance liabilities to be measured at a current fulfillment
value and provides a more uniform measurement and presentation approach for all insurance contracts.
These requirements are designed to achieve the goal of a consistent, principle-based accounting for
insurance contracts. IFRS 17 supersedes IFRS 4 ‘Insurance Contracts' and related interpretations and is
effective for periods beginning on or after 1 January 2021, with earlier adoption permitted if both IFRS 15
‘Revenue from Contracts with Customers’ and IFRS 9 'Financial Instruments' have also been applied. The
Company is currently evaluating the potential impact of the adoption of IFRS 17, but does not currently
expect this standard to have a material impact on the overall financial statements presentation.

14






NORDICA LIFE (BERMUDA) LTD.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

2.

Significant accounting policies (continued)

Amendments to References fo the Conceptual Framework in IFRS Standards

In March 2018, the International Accounting Standards Board (IASB) has published its revised ‘Conceptual
Framework for Financial Reporting'. Included are revised definitions of an asset and a liability as well as new
guidance on measurement and derecognition, presentation and disclosure. The new Conceptual Framework
does not constitute a substantial revision of the document as was originally intended when the project was
first taken up in 2004. Instead the IASB focused on topics that were not yet covered or that showed obvious
shortcomings that needed to be dealt with. The amendments, where they actually are updates, are effective
for annual periods beginning on or after 1 January 2020. The Company is cumently evaluating the potential
impact of the adoption of the revised Conceptual Framework, but does not currently expect this amendment
to have a material impact on the overall financial statements presentation.

Separated accounts assets held in trust
Separated accounts assets held in trust are maintained on a policy-by-policy basis. As at December 31,

2018, and 2017, the summary totals of these wealth management assets, broken down by valuation method
are as follows:

2018 2017
$ $

Wealth management separated accounts:
investments held at reported market value 186,622,660 221,246,422
Investments held at estimated cost 32,522,119 35,010,325

219,144,779 256,256,747

Certain separated wealth management accounts utilize margin trading.
From time to time, the assets maintained on the separated accounts may be pledged as collateral to secure

loans acquired for that specific account. This is a normal practice in the Company's course of business and
does not restrict the general assets of the Company.

15






NORDICA LIFE (BERMUDA) LTD.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2018

3. Separated accounts assets held in trust (continued)

The annual summary transactions in separated accounts assets and non-separated accounts assets held in
trust for the years ended December 31, 2018, and 2017 comprise the following:

2018 2017
$ $

Additions to wealth management accounts:
Funds {premiums) contributed 13,838,534 25,624,780
Investment income and revaluation loss 2,894,815 (37,681,474)
Foreign exchange translation adjustments - 30,431,025

16,733,349 18,374,331
Deductions from wealth management accounts:
Funds (surrenders) withdrawn 32,164,281 47,933,116
Company fees recovered and/or due for settlement 1,423,416 1,783,240
Foreign exchange translation adjustments 20,202,490 -
Life insurance premiums for the Company’s account 55,130 62,864

53,845,317 49,779,220
Decrease in wealth management accounts in the year (37,111,968) (31,404,889)
Separated accounts, beginning of year 256,256,747 287,661,636
Separated accounts, end of year 219,144,779 256,256,747

219,144,779 256,256,747

4, Contributed equity

The Company's contributed equity consists of 650,000 (2017 - 650,000) authorized common shares with a par
value of §1 each. Atthe balance sheet date, there are 650,000 (2017 - 650,000) issued and fully paid
common shares outstanding.

5. Related party transactions
Included within the Company's general and administrative expenses are administration fees of $400,492
(2017 - $485,345) paid to a company related through common control, of which $100,448 (2017 - $132,910)

is included in accounts payable and accrued liabilities as at December 31, 2018. The Company's
management considers such general and administrative expenses to be on an arms-length basis.

16






NORDICA LIFE (BERMUDA) LTD.
NOTES TO THE FINANCIAL STATEMENTS
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6. Expenses

Included within the Company's general and administrative expenses are administration fees of $77,256
(2017 - $119,059) paid in Bermuda.

7. Statutory requirements

The Company is required by its Insurance license to maintain capital and surplus greater than $500,000.
Actual statutory capital and surplus is $1,047,055 of which $650,000 relates to issued and outstanding share
capital and, accordingly there is no restriction on the amount of retained eamings available for the payment
of dividends to shareholders.

On December 20, 2016, the Company applied to the Bermuda Monetary Authority for discontinuance in
Bermuda and continuance to Barbados with verbal approval received on January 17, 2017. Ministerial
consent in Bermuda was granted on April 5, 2017 and the formal notice to discontinue was filed with the
Registrar of Companies (the “Registrar”) on April 25, 2017. However, the Registrar could not issue a
Certificate of Discontinuance due to the premature continuance date that was granted by the Barbados
Authorities. The Certificate of Continuance issued was effective March 27, 2017. Despite efforts to resolve,
the Barbados Authorities did not amend the continuance date (See Note 1).

On January 29, 2018, the Company resolved to remain in Bermuda and formally withdrew the notice of
discontinuance. As a consequence, the Company was required by the Bermuda Monetary Authority to file a
Modified Capital & Solvency Retum in respect of the 2016 and 2017 year-ends, except that an unaudited
statutory financial retum was filed for the 2016 year-end (See Note 1).

The Company applied to the Bermuda Monetary Authority in a letter dated March 19, 2019 for approval to
submit a Modified Capital & Solvency Retumn for the financial year ended December 31, 2018. The BMA
approval was granted on April 5, 2019 (See Note 1).

8. Financial risk management
(a} Market risk

(i) Currency risk

The Company does not hold any investments which are denominated in a foreign currency; therefore it is
not exposed to any foreign currency risk.

The majority of the Company's cash balances are held in non-USD accounts. The largest balances are held
in accounts denominated in SEK, with smaller amounts in EUR, GBP, CAD and DKK denominated
accounts. A 1% strengthening of the USD against these currencies would have resulted in an estimated
decrease in the Company’s equity and profit of $18,963. Likewise, a 1% weakening would have resulted in
an estimated increase in the Company's equity and profit of $18,963,

(i) Equity price risk

The Company did not hold any equity investments at December 31, 2018, therefore it is not exposed to any
equity price risk.
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8. Financial risk management (confinued)
(iii} Interest rate risk
The Company did not hold any interest bearing investments at December 31, 2018.

The impact of interest rate movements on wealth management clients’ assets has not been considered as
the Company’s equity and profit are not impacted by changes in the values of these assets.

(b)  Creditrisk

Credit risk arises mainly from investments held by the Company. The camrying amount of these financial
assets represents the maximum credit exposure.

(¢)  Liquidity risk

The Company maintains sufficient cash balances to meet its working capital requirements as monitored by
the Board of Directors. However, due to the nature of the Company's liabilities, it is not possible to
realistically estimate the due dates of the insurance liabilities.

It should be noted that liquid assets as reported on the balance sheet far exceed the Company’s liabilities
when the liabilities relating to wealth management client accounts are ignored.

(d) Capital management
The Company has not invested its own capital but is holding it in cash placed on bank accounts in the
different Custodian Banks. The money held in these accounts is managed to obtain the highest possible
interest income. The Company has no debts besides the liabilities to the policyholders, as most fixed
expenses are prepaid, and commissions and administrative expenses are paid when eamed.

9. Subsequent events

The Company evaluated events and transactions occurring after December 31, 2018, through April 30,
2019, for potential recognition or disclosure in the notes to financial statements.

Management believes that there are no post-year-end events that need to be reflected in the financial
statements or disclosed in the notes to the financial statements.
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