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American Steamship Owners Marine Insurance Company (Europe), Ltd

Executive Summary

American Hellenic Hull Insurance Company Ltd has changed its name to American
Steamship Owners Marine Insurance Company (Europe), Ltd (ASOMIC) (the “Company”).
The Company, following an application to the Superintendent of Insurance, obtained on
20/2/2022 an extended licence (Licence No. 180) to conduct insurance business also under
Classes 1,7,12 and 17.

The Company was incorporated in 2016 as a subsidiary of the New York-based American P&l
Club, under the management of Hellenic Hull Management (HMA). In five years of operations,
client base has grown beyond all expectations as the company has increased its insured fleet
to well over 3,000 vessels.

The Company has been insuring vessels managed globally, including in Asia and North
America, with more than three-fourths of the fleet being controlled by European managers.

As an established marine hull underwriter, the Company will continue to cover hull & machinery
risks for all types of vessels, offering high quality services to its clients.

Chairman’s note

The world has certainly shifted its ‘normal’ mode of business to a new paradigm in response to
a hugely negligent release of a COVID 19 pandemic virus that cost lives and severely damaged
businesses in every sector around the world, including significant setback in the maritime
industry. The 2021 year continued to experience COVID related concerns and government
restrictions making it difficult to get business operations back to ‘normal’.

While 2021 saw a recovery of favorable freight rates and a welcomed increase in demand for
shipping tonnage, related claims for Hull and P&l incidents dramatically increased as well.
Premium increases are typically trailing claims activity increases, presently impacted by a
dramatic rise in both social and commodity inflation cost. The Russian invasion of Ukraine will
only make matters worse for the foreseeable future and make fulfilling all components of ESG
unlikely. The focus should now be on Sustainability and Survivability with a more pragmatic
view on the basic components of the business model.

On a brighter and more encouraging note, American Hellenic Hull Insurance Co., Ltd. (AHHICL)
was successful in expanding its license to underwrite P&I and related business. The corporate
name was changed to American Steamship Owners Marine Insurance Company (Europe) Ltd.
(‘ASOMIC’) and commenced writing P&I policies on February 20, 2022. ASOMIC is a wholly
owned subsidiary of the American Steamship Owners Mutual P&I Association, Inc. (ASOMPIA"),
a member of the International Group of P&l Clubs. The expanded license gives ASOMPIA a
passport into EU/EEA and further enhances ASOMIC's sustainable business plan. Hull policies
will continue to be written under the American Hellenic Hull trade name. More information
about this exciting business news can be found on the American P&l Club’s website:
www.American-club.com, Publications and Forms, Circular 5/22.

Vince Solarino
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CEO's note

During 2021, the global economy faced a variety of challenges on top of the Covid-19 pandemic
which continued to have a profound impact on all aspects of the financial activities trade,
including international shipping and marine insurance. Additional challenges arose from
Environmental, Social and Governance (ESG) issues, Brexit, international sanctions, among
other developments. Specific to shipping, the industry was focused on how to comply with new
International Maritime Organization regulations intended to decarbonize the industry and to
reduce GHG emissions.

American Hellenic Hull Insurance Company Ltd. was launched in 2016 by Hellenic Hull
Management and American P&l Club, the company’s sole shareholder, with the vision of
establishing it as a leading hull and machinery underwriter. Hellenic Hull and American Club
were able to apply their experience, traditional expertise, and infrastructure towards reaching
this goal. Almost six years into our voyage, we are firmly established worldwide as a leading
marine insurer. Growth has exceeded our most ambitious targets and projections.

In 2021, we achieved an excellent underwriting performance and a record-breaking year in our
insured portfolio. Our fleet reached a monthly average of 3,100 insured vessels on throughout
the year. Also noteworthy was a restructuring of the fleet of vessels in our portfolio in order to
improve its performance and targeted initiatives to reduce operating costs.

This year we expect that the hull and machinery market will stabilize, with more sustainable
premiums, and that further opportunities will arise within the sector. We are also optimistic that
in 2022 the worst consequences of the Covid-19 pandemic will come to an end, enabling the
global market to find stability.

In November 2021, American Hellenic Hull Insurance Company Ltd. changed its name to
American Steamship Owners Marine Insurance Company (Europe). The move reflects both the
success of the fast-growing marine hull insurer and the American Club’s desire to further
expand its footprint in the European market.

The Company has extended its activities into protection and indemnity insurance since
February 2022, while the company continues to operate globally for hull and machinery
business using the American Hellenic Hull trade name.

llias Tsakiris

International Union of Marine Insurance

IUMI can trace its roots as a forum and a voice for the international marine insurance industry
back to the 19th century. Mr. llias Tsakiris, CEO of ASOMIC, has been elected as member and
appointed as Vice-Chairman of the prestigious Ocean Hull Committee of the International Union
of Marine Insurance (IUMI), the first time a Cyprus-based insurer has been represented on the
body. Within the year 2022, Mr. Tsakiris is expected to become Chairman of the Ocean Hull
Committee.
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American Steamship Owners Marine Insurance Company (Europe), Ltd

1 Business Performance

1.1 Business
1.1.1  Name and legal form of undertaking

The Company was incorporated on April 21st, 2016, as a private limited liability company
by shares in accordance with the provisions of Cyprus Companies Law, Cap. 113. The
registered office of the Company is at John Kennedy Str., Iris House, 3rd Floor, 3016
Limassol, Cyprus and its headquarters at 4, Kallitheas street, Limassol, Cyprus.

On June 24th 2016 the Company obtained its licence (Licence No. 180) to conduct
insurance business under non-life Class 6, in accordance with the provisions of the
Insurance and Reinsurance Services and Other Related Issues Law of 2016. This
authorises the company to provide insurance cover in connection with damage to
or loss of sea vessels or lake vessels, or river or canal vessels as well as the damage
to or loss of the machinery, the fittings and features or the equipment of such
vessels.

In October 2021 the Company applied to the Superintendent of Insurance to extend
its licence to transact business under Non-Life Insurance Classes 1 (accident
including injury and occupational diseases, Class 7 (goods in transit), Class 12
(liability for ships) and Class 17 (legal expenses and costs of litigation). For this
purpose, on the 15" of November 2021 the name of the Company changed to
American Steamship Owners Marine Insurance Company (Europe) Ltd.

On the 4" of February 2022 the Company obtained its extended licence (Licence
No. 180) to conduct insurance business under Classes 1,6,7,12 and 17.

1.1.2  Name and contact details of the supervisory authority
The supervisory authority of the undertaking is the Superintendent of Insurance
Address: P.O. Box 23364, 1682 Nicosia
Telephone Number: 22602990
Fax Number: 22302938
E-mail: insurance@mof.gov.cy
The group supervisory is New York Superintendent of Insurance.
1.1.3  Name and contact details of the external auditor
Moore Limassol Limited

196 Arch. Makarios Ave., Ariel Corner, 1st floor, office 102, 3030 Limassol | Cyprus
Partner, Christos Tsissios

e-mail: c.tsissios@moore-limassol.com.cy
tel.: +357 25 820280
Fax: +357 25 344237
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1.1.4  Description of the holders of qualifying holdings in the undertaking

The sole shareholder of the Company which holds its entire issued share capital is
AHHIC Inc, a United States company. AHHIC Inc is a 100% subsidiary of the
American Steamship Owners Mutual Protection and Indemnity Association, Inc.
(trading as the American Club), which is the ultimate owner of the Company.

1.1.5 Details of the undertaking's position within the legal structure of the group

As mentioned above the Company is 100% subsidiary of AHHIC Inc which is a holding
company and, in turn, AHHIC Inc is owned by the American Steamship Owners Mutual
Protection and Indemnity Association, Inc.

The American Club was established in New York in 1917 and is a member of the
International Group of P&I Clubs, an unincorporated association of thirteen independent
mutual insurance associations which together provide Protection and Indemnity insurance
for approximately 90% of the world's ocean-going tonnage.

1.1.6  Material lines of business and material geographical areas where the undertaking
carries out business

The Company maintains a licence issued by the Superintendent of Insurance of
Cyprus to carry out insurance activities under non-life Class 6, that is to provide
insurance cover in connection with damage of or loss of sea vessels or lake vessels,
or river or canal vessels as well as the damage to or loss of the machinery, the
fittings and features or the equipment of such vessels. The headquarters of the
undertaking are situated in Limassol, Cyprus.

As stated above on the 4" of February 2022 the Company obtained extended
licence (Licence No. 180) to conduct insurance business under Classes 1,6,7,12 and
17.

1.1.7  Any significant business or other events that have occurred over the reporting
period that have had a material impact on the undertaking

There was no significant business nor other events that have occurred over the
reporting period that have had a material impact on the undertaking.

1.2 Underwriting performance

1.2.1  Qualitative and quantitative information on the undertaking's underwriting
performance, at an aggregate level

Throughout 2021, two areas of focus for the Company were the restructuring of its
fleet of insured vessels to improve the portfolio’s insurance performance indicators,
and targeted initiatives to reduce operating costs. The company maintains a high
amount of liquidity on its balance sheet. The capital injection of S7m that took place
in March 2022 had a very significant contribution to the solvency condition of the
company driving the solvency coverage ratio in excess of 200%.
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With regard to the fleet, the initiatives undertaken lasted the whole year, with the result that the
portfolio now has a historical gross claims ratio (gross claims to gross earned premium) of
59.74%.

The Company's leading position in the marine insurance market is such that, despite the
serious restructuring of the portfolio, at end of 2021 the insured fleet had increased year-on-
year by 2% to 3,113 vessels. In addition, the target was achieved without diluting the strategic
orientation of the company in Greek-owned shipping. Since the company’s inception, the Greek
fleet has represented about 65% of our company's clientele.

The beneficial effect of the restructuring of the portfolio of insured vessels and their reflection
in the financial results, are expected to become fully evident within the next 24 — 36 months.

For the year 2021 Gross Earned premium decreased by 14,2%, from USS$15,9m to USS13,6m
mainly the result of a 9% reduction of portfolio’s average line of cover from 6.62% at end 2020 to
6.02% at end 2021. A lower Gross Earned Premium in combination with an increase of the
amount of net claims have resulted in an operating loss of USS$2.296.168. However,
Company’s underwriting result (gross earned premiums net of ceded reinsurance premium
minus gross claims paid and technical provisions including all movements net of
reinsurance recoveries including all movements) remained positive for a fourth consecutive
year, at 1,85% (2020: 21,7%).
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According to Company’s Statement of Comprehensive

2027 P&L - FULL YEAR RESULTS

2021 2020 DIFF.

S S %

Gross earned premium 13,613,561 15,867,946 -14.2%

R/l Premium Ceded (2,139,686) (2,703,409) -20.9%

Net earned Premium 11,473,875 13,164,537 -12.8%

Additional Unexpired Risk Reserve .

(AURR) - 43.949 -100.0%

Gross Claims (14,232,957) (16,074,074) -11.5%

R/l Recoveries 3,011,269 6,302,163 -52.2%

Total Net Claims (11,221,688) (9,771,911) 14.8%
UNDERWRITING RESULT 252,188 3,436,575

Total Commissions (1,635,087) (2,337,277) -30.0%

OPEX (incl. MG fees)* & finance costs (913,270) (1,705,383) -46.4%
PROFIT / (LOSS) (2,296,168) (606,085)
2021 2020
Reinsurance cost on earned premium 15.7% 17.0%
Gross claims to Gross earned 104.5% 101.3%
Claims net of reinsurance recoverles / gross 97 8% 74.8%

earned premium net of Reinsurance cost

Reinsurance Recovery Ratio 21.2% 39.2%
OPEX & finance costs to Gross earned 6.7% 10.7%
Commissions to Gross earned 12.0% 14.7%
Combined Ratio 119.22% 105.34%
Profit / (Loss) margin (16.9%) (3.8%)

Cost-cutting initiatives resulted in total savings equivalent to 5.8% of gross earned premium,
mostly as a consequence of the downsizing of the operating costs and contract acquisition
costs. Operating expenses were reduced by 46.4% compared to 2020, while acquisition costs

by 30%.
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Financial Strength

BALANCE SHEET YE 2021 YE 2020 Dif. vs YE 2020
ASSETS AMOUNTS USS AMOUNTS USS %
PREMIUM RECEIVABLE 7,258,123 6,573,438 10.4%
REINSURANCE DEFERRED COST 1,502,428 1,195,837 25.6%
CASH AT BANK & FINANCIAL
: 2%

ASSETS 14.281,095 14,753,649 (3.2%)
REINSURANCE RECOVERIES

%
RECEIVABLES 2,754,274 703,975 291.2
REINSURANCE RECOVERIES

%
RESERVE 203,600 2,995,960 (93.2%)
THRID PARTY RECOVERIES 502,054 544,711 (7.8%)
BROKERS COMMISSIONS DEFERRED 850477 8510920 0.9%
COST
OTHER RECEIVABLES 689,972 854,924 (19.3%)
TOTAL ASSETS 28,051,022 28,474411 (1.5%)
EQUITY AND LIABILITIES
EQUITY AMOUNT USS  AMOUNT USS %
SHARE CAPITAL 6,550,001 6,550,001 0.0%
SHARE PREMIUM 10,449,999 10,449,999 0.0%
PROFIT / LOSS FOR THE PERIOD -10,581,299 -8,285,131 27.7%
TOTAL EQUITY 6,418,701 8,714,869 (26.3%)
LIABILITIES AMOUNT USS  AMOUNT USS %
CLAIMS RESERVES 7,647,420 10,626,822 (28.0%)
REINSURANCE PREMIUMS PAYABLE 1,724,378 1,441,346 19.6%
CLAIMS CREDITORS 4,259,725 337,362 1,162.7%
OTHER CREDITORS 237,706 161,516 47.2%
BROKERS COMMISSION PAYABLE 931,732 912,836 2.1%
UNEARNED PREMIUM 6,831,360 6,279,661 8.8%
TOTAL LIABILITIES 21,632,321 19,759,542 9.5%
TOTAL EQUITY & LIABILITIES 28,051,022 28,474,411 (1.5%)

e 51% of Total Assets are Cash and Investments
The company closed the year with its invested funds and cash assets exceeding 50% of its

assets and a liquidity ratio of 3.6.
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American Steamship Owners Marine Insurance Company (Europe), Ltd

BALANCE SHEET

SUMMARY 2016 2017 2018 2019 2020 2021
CASH / INVESTMENTS 5,746,345 6,545,013 7,563,482 11,533,371 14,753,649 14,281,095
RECEIVABLES 3,058,847 7,276,789 8620441 11228295 7,380,532 10,104,883
DEFFERED COSTS & 2,036,652 4982229 4214628 4,096,158 5588427 3,067,558
RESERVES T T T T T T
TOTAL ASSETS 11,741,844 18,804,030 20,398,551 26,857,824 28474411 28,051,022
PAYABLES 2,756,760 4,188,746 3,594,245 4,649,283 2,961,407  7,195013
RESERVES (CLAIMS, UPR,
URR) 4901,804 10,531,431 12,543,494 15387,587 16,906,484 14,478,781
TOTAL LIABILITIES 7,658,565 14,720,176 16,137,739 20,036,870 19,759,542 21,632,321
RECEIVABLES & CASH
PAYABLES / 319% 330% 450% 490% 747% 339%
CASH & INVESTMENTS
TOTAL ASSETS / 49% 35% 37% 43% 52% 51%
100 _— I(;\l/i/SEHSTMENTS $14,8 $14,3 160
140 e CASH AND INVESTMENTS 14,0
12,0 12,0
g 100 100 ¢
g g
6,0 6,0
4,0 4,0
2,0 2,0
0,0 0,0

2016 2017

e 32% of total Claims reserves are Technical reserves

2018

2019

2020

2021

Technical reserves that include special provisions for claims incurred but not reported (IBNR),
incurred but not enough reported (IBNR) and unadjusted loss adjustment expenses (ULAE)
constitute 32% of the total amount of the open claims reserves, which means that the current

solvency of the company covers even a possibility of increasing the liabilities from earned

premiums by 47%.
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1.2.2  Qualitative and quantitative information on the undertaking's underwriting
performance by material line of business

Portfolio: The company continued its controlled growth in 2021 insuring 52 new fleets out of
274 seen (19%), maintaining a selective approach and implementing its strict Underwriting
criteria.

2016-17 2018 2019 2020 2021 Overall

Fleets Seen 391 341 351 372 274 1,729
Fleets Insured 111 43 64 66 52 335
Acceptance 28% 13% 18% 18% 19% 19.4%
Rate

The above-mentioned growth was accomplished in accordance with the strict Underwriting
protocols in place, as far as oceangoing vessels are concerned, which among others
includes the following guidelines:
e Vessels only flying white listed flags
e Vesselsonly IACS classed
e Vessels no more than 15 years old, unless they are part of a fleet whose total
average age does not exceed 15 years.

SFCR-Page | 11



American Steamship Owners Marine Insurance Company (Europe), Ltd

¢ No singletons / doubletons

Above guidelines do not apply to coastal/inland trading vessels due to the restricted nature of

their trading.

The company during 2021 further increased its oceangoing vessels portfolio to
3,083 oceangoing vessels (99.04% of whole portfolio), whilst its coastal/inland
trading vessels portfolio only comprised of 30 vessels (0.96% of whole portfolio) as

at 31t December 2021.

Out of the 3,083 vessels:
e 1,638 aredry cargo vessels (BBU, GGC, MPP etc.);
e 457 are container carriers (UCC etc.);
e 698 are tanker vessels (VLCC, TPD, TCH. TCR, TTA etc.);
e 146 are passenger and/or vehicle carriers (PRR, MPR, etc.);
e 71 aregas carriers (LNG, LPG etc.);
e 79 are other/special type vessels (OSV, XTG etc.).

Oceangoing Portfolio

Gas Carriers Other/Special
2% 2%

Pax/RoRo “"
5% ‘

Tankers

23% Dry Cargo

53%

Containers
15%

As far as the 30 coastal/inland trading vessels are concerned:
e 16 are other/special type vessels (OSV, XTG etc.).
e 12 are passenger and/or vehicle carriers (PRR, MPR, etc.);
e 2 aretanker vessels (VLCC, TPD, TCH. TCR, TTA etc.);

SFCR
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Coastal/Inland Trading Portfolio

Tankers
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40%
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Vessels’ demographics:
Vessels insured with the company as at 315t December 2021 are flagged as follows:

Flag No of Vessels  Flag No of Vessels
Liberia 723 Greece 69
Marshall Islands 621 Portugal 69
Panama 316 Hong Kong, China 67
Malta 238 Isle Of Man 44
Netherlands 226 United Kingdom 41
Cyprus 217 Cayman Islands 37
Bahamas 184 United States Of America 21
Singapore 95 Germany 12
Greece 124 Italy 9
Antigua & Barbuda 74 Other 50

Out of the 3,113 vessels insured by the company on 315t December 2021, 99.33% fly white
listed flags (as per Paris MoU 2020 Performance List), an increase compared to 98.62% in

2020.
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Flag of Vessels
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Flag
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= Other Flag
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Vessels insured with the company as at 315t December 2021 are classed as follows:

Class No of Vessels | Class No of Vessels
DNV GL 707 KR 120

NK 664 RINA 80

BV 564 CCS 45

LR 488 HMMI 6

ABS 416 Other 23

Out of the 3,113 vessels insured by the company on 315t December 2021, 99.39% are IACS
classed, with the rest being predominantly coastal/inland trading vessels, an increase
compared to 99.08% in 2020.

Classification of Vessels

IACS
99% non-IACS

1%
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Vessels insured with the company as at 315t December 2021 are of the following age:

Age Band 0-5years 6 -10 years 11 -15years over 15 years
No of Vessels 463 932 1,085 633

Age of Vessels

over 15 years

20% 0-5years
15%

6-10 years

11-15years 30%

35%

The average age of the whole portfolio as at 315t December 2021 remains below 12 years, with
the percentage of the whole portfolio of vessels having an age of up to 15 years remaining in
the region of 80%.

Production

Brokers: During 2021, 51 different Broking Houses of the following origin produced business for
the company, increased by 3 compared to 2020, further establishing the Company as a marine
insurer of choice for brokers internationally:

Broker Origin UK. Greece Germany Cyprus USA. Other
No of Brokers 15 15 7 4 3 7

Managers: As at 315t December 2021, the company insures fleets of 213 different Clients of the
following origin, increased by 1 compared to 2020:

Client Origin Greece Restof Germany Asia Cyprus US.A. Other
Europe
No of Clients 134 27 16 12 11 8 5

The majority of the company’s insured fleets (70.42%) originate from Greece and Germany, two
traditionally shipping nations.
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Claims

General: During 2021, 513 claims were reported (increased by 7.7% compared to those
announced in 2020) with a total claim cost (excluding technical reserves) of US$6,211,327 (-
23,5% compared to 2020). These 513 claims can be split in different types as follows:

Type of Claim No of Claims Total Claim cost (USS)  Average per claim
(USS)

Machinery related 164 2,168,679 13,224

Total Loss - - -

Other* 181 2,551,859 14,099

Fire 10 252,047 25,2205

Collision/ FFO 125 906,089 7,249

Grounding 33 332,653 10,080

Total 513 6,211,327 12,108

* Heavy weather damage, anchor related machinery, stern tube leakages (non-grounding), rudder
damage (non-grounding), propeller damage (non-grounding), structural damage (non-grounding)

Cost per claim type
37%

41%

4%

5% 0% 15%

The average claim cost of the announced claims in 2027 has decreased compared to 2020 (as
at 31.12.2021).

Ann. Year No of claims ~ Total Claim Cost (USS) Average cost per claim (USS)

2021 513 6,211,327 12,108
2020 476 8,129,168 17,078
2019 587 9,167,297 15617
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1.3 Investment Performance

The Company takes the view that investment activities should not pose undue risks
to capital. Accordingly, the company maintains at all times a well-diversified
investment portfolio. It currently holds money in operating accounts, time deposits
and / or investments in US Treasury bills.

1.3.1  Income and expenses arising from investments by asset class

According to the performance analysis of 31 December 2021 the Investment Asset
had a valuation of USS$13,899,586 (31 December 2020: USS13,715,991) giving an
unrealized loss in current year of USS$10,465 and a Rate of Return: of -0.09% (31
December 2020: profit USS34,670 and a rate of return: 0.25%).

1.3.2  Any gains and losses recognised directly in equity

As of 31%t December 2021 there were no gains or losses recognised directly in
equity.
1.3.3  Any investments in securitisation

There are not any investments in securitisation.

1.3.4  Performance of other activities

There are no other activities.

1.3.5  Other material income and expenses

There is no other material income and other expenses that incurred over the
reporting period.

1.4 Any other information

The Coronavirus disease 2019 (COVID-19) has become one of the biggest threats to the global
economy and financial markets. However, virus outbreak had no impact on the company’s
financial and solvency position despite of the slowdown in economic activity and the travelling
restrictions. As far as the company’s liabilities are concerned, technical provisions did not
change materially as a result of the pandemic. The company continuously stress-tests its
ability to withstand adverse scenarios which incorporate adverse impacts on revenue, premium
collection, investments and counterparty defaults. The results of the stress tests demonstrate
resilience to several adverse developments including those arising out of the Covid-19
outbreak.

The pandemic had no impact on the ability of the company to operate on a going concern
basis, providing reassurance for the company’s clients and employees.

In light of the new developments in relation to the Russian Federation’s decision to proceed
with the recognition of the non-government-controlled areas of the Donetsk and Luhansk
oblasts of Ukraine as independent entities, and the subsequent decision to send Russian troops
into these areas as well as subsequently in other areas, the Council of the European Union has
imposed and continues to impose targeted restrictive measures.
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The restrictive measures imposed, include an asset freeze and a prohibition from making funds
available to the listed individuals and entities. In addition, a travel ban applicable to the listed
persons prevents these from entering or transiting through EU territory. Governments, including
the Republic of Cyprus, have adopted these measures sanctions.

Industries such as the marine insurance are expected to be directly disrupted significantly by
these measures.

The financial effect of the current crisis on the global economy and overall business activities
cannot be estimated with reasonable certainty at this stage, due to the pace at which the
conflict prevails and the high level of uncertainties arising from the inability to reliably predict
the outcome.

The Company has considered the unigue circumstances and the risk exposures and has
concluded that there is no significant impact in the Company’s profitability position as there are
no direct exposure neither in Ukraine nor in Russia. The Company will continue to monitor
closely the situation as well as emerging risks and will assess any changes if deemed
necessary.
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2 System of Governance

2.1 General information on the system of governance
2.1.1  The structure of the Board of Directors (BoD)
The Board of Directors of the undertaking is currently comprised of seven directors.

Currently, the Board of Directors has two committees: the Audit Committee and the Finance
and Investment Committee.

The Audit Committee is consisted of three Board Members out of which the two of them
(including the president of the Audit Committee) are independent non-executive Directors
whereas the other member of the Audit Committee, following an approval from the Superindent
of Insurance, is the Chairman of the Board.

The Investment Committee is consisted of two Board Members and the General Manager of
the undertaking.

The BoD consists of 7 non-executive members. The current Board Members of the Company
are the following:

Chairman Vincent Solarino

Secretary of the BoD Fidentia Secretarial Ltd
Member Joseph Edwin Morgan Hughes
Member Dorothea loannou

Member Andreas Georghadijis

Vice - Chairman Angelos Kostakos

Member Dimos Dimou

Member Manolis Hadjimanolis

2.1.2  Description of the main roles and responsibilities of key functions

Internal Audit Function

The Internal Audit function of the Company is administratively independent of any
functions which have operational responsibilities. The Internal Audit function
reports to the BoD through the Audit Committee. The Internal Audit function does
not subordinate to any other operational function of the Company however, all its
reports are communicated to the Company’s Management.

The Internal Audit Function is responsible for evaluating the adequacy and
effectiveness of the internal control system and other elements of the system of
governance. The responsibilities of this function are governed by the Internal Audit
Function Manual, which is approved by the BoD and reviewed annually.
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- Compliance Function

The Compliance Function reports to the Board of Directors and to the CEQ / General
Manager. The Compliance Function is administratively independent of risk-taking
functions e.g. underwriting and claims. It also has a direct reporting line to the BoD,
in order to ensure its operational independence and safeguard its ability to escalate
important issues.

The main function of the Compliance Function is the establishment and application
of suitable procedures for the purpose of achieving a timely and on-going
compliance of the Company with the existing legal and regulatory framework. The
activities and responsibilities of the Function are governed by the Compliance
Manual, which has been approved by the BoD.

The function is subject to audit by the Internal Audit Function.

— Actuarial Function

The Actuarial function advises the Senior Management and the BoD of the
Company on the valuation of the technical provisions, the overall underwriting
policy and the reinsurance arrangements and contributes to the effective
implementation of the risk-management system. Additionally, it is responsible to
assist where requested in the pricing adequacy. The Actuarial Function is a
measure of quality assurance with a view to safeguarding that certain control tasks
of the Company are based on expert technical actuarial advice.

- Risk Management Function (RMF)
The RMF aims at facilitating the implementation of the Risk Management System
of the Company. The mission of the RMF is the efficient and effective management

of risks in accordance with the risk appetite of the Company, as stipulated in its Risk
Appetite and Tolerance Statement.

In order to achieve its mission, the RMF designs and implements strategies,
processes and reporting procedures necessary to identify, measure, monitor and
report the risks on an individual and on an aggregate level.

2.1.3  Material changes in the system of governance over the reporting period
There were no material changes in the system of governance over the reporting
period.

2.2 Remuneration policy and practices for the BoD and employees

- Principles of the remuneration policy, with an explanation of the relative
importance of the fixed and variable components of remuneration

Board of Directors: The remuneration of non-executives Board Members takes into
account other factors, such as their regular attendance to the Board and Committee
meetings and their responsibilities.
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Non-executive Members of the Board receive an agreed annual fee which has been
approved during company’s first meeting of the Board of Directors which took place
on the, 8th September, 2016.

The Company has outsourced all management and administration affairs to
Hellenic Hull Management (HMA) Limited, which is remunerated according to the
provisions of a Management Agreement which has been ratified during company’s
second Board of Directors, on 6th December, 2016 and as amended on 31 March
2018 and on 1%t January 2021.

- Information on the individual and collective performance criteria on which any

entitlement to share options, shares or variable components of remuneration is
based

There is no provision of any entitlement to share options, shares or variable
components of remuneration to the members of the Board of Directors.

With regards to remuneration of the company’s managers, Hellenic Hull
Management (HMA) Limited, there are provisions for an annual fee and profit
commission. The exact provisions are described in detail in section 7 of the
management agreement described above.

- A description of the main characteristics of supplementary pension or early
retirement schemes for the members of the BoD and other key function holders

There is no provision for supplementary pension or early retirement schemes for
the members of the BoD and other key function holders.

2.3 Information about material transactions during the reporting period with:
- Shareholders

There were no material transactions with Shareholders during the reporting period.
- Persons who exercise a significant influence on the undertaking
There were no material transactions with persons who exercise a significant
influence on the undertaking during the reporting period.
- Members of the BoD

There were no material transactions with Members of the BoD during the reporting
period.

24 Fit and proper requirements

All members of the Board of Directors and people who effectively run the business
or have other key functions have professional skills, expertise and knowledge as per
the requirements of Article 44 of the Insurance and Reinsurance Activities and other
Related Matters Law of 2016 (Law 38(I) / 2016) (as amended) and applicable
regulations. The Members of the Board have been approved, at the time of their
appointment, by the Superintendent of Insurance.
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2.4.1  Description of the specific requirements concerning skills, knowledge and
expertise

The fit and proper requirements are set out in section 8 of the Governance Manual
of the undertaking.

2.4.2  Description of the undertaking's process for assessing the fitness and the
propriety

The undertakings’ process for assessing the fitness and the propriety is set out in
section 8 of the Governance Manual of the undertaking.

25 Risk management system including the own risk and solvency
assessment

2.5.1  Description of the undertaking's risk management system and how it is able to
effectively identify, measure, monitor, manage and report, on a continuous basis

2.5.1.1 Principles

The Risk Management System is governed by the Risk Principles defined by the
BoD. The main principles adopted by the Company regarding the management of
risk are listed below:

The Company aims to create and promote a strong risk culture that is embedded
in all aspects of the Company'’s activities.

The BoD in carrying out both its management and supervisory functions has
collectively a full understanding of the nature of the business and its associated
risks.

The BoD is responsible for setting ASOMIC's risk appetite and risk tolerance at a
level which is commensurate with its sound operation and the strategic goals of
the Company.

The Company has an established, comprehensive and independent from risk taking
activities RMF.

The Company applies high standards of transparency with regards to the
performance of its operations and communicates all the information it considers
necessary to the interested and affected parties.

New products, markets, and business strategies are analysed carefully and the
Company makes sure that it possesses adequate internal tools and expertise to
understand and monitor the risks associated with them

The risk management framework is subject to an independent review by the
Internal Audit Function.

2.5.1.2 Risk Appetite

In line with its overall strategy, the Company’s appetite is for underwriting risk and
specifically related to Marine Hull and Marine Protection and Indemnity. Hence, non-
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life underwriting risk accounts for the most significant portion of the Company's
risk portfolio.

Nonetheless, the Company accepts that underwriting inevitably gives rise to other
risk exposures, such as the counterparty default risk that arises from the
agreements with reinsurers and from the delays in the collection of premiums from
brokers, as well as operational risk. The Company acknowledges that these risks
are unavoidable and seeks to reduce these risks to a reasonable and practicable
extent.

Moreover, like any other insurance company, the Company has a capital base, the
investment of which introduces some investment risk. The Company has a very low
appetite for investment risk and hence it invests its portfolio of assets in a manner
that ensures security of investments, adequate diversification as well as sufficient
liquidity to meet liabilities as they fall due.

2.5.1.3 Risk Management Cycle

The Company's Risk Management System encompasses a number of key
processes and procedures which address the Company’s key risks. These steps
are summarised below:

Risk identification - Risks are identified and documented in the Risk Register. Risk and
control owners are assigned to each risk to ensure accountability for managing all
material risks and the related controls.

Risk assessment - The risk exposures are then assessed qualitatively on a gross basis
(inherent risk) and on a net basis (residual risk) on established criteria for frequency and
severity for risks not covered by capital, and using the Value at Risk (VaR) measure for
risks covered by capital.

Risk control and mitigation - The Company designs and implements controls to prevent
or detect the occurrence of an identified risk event or to mitigate its severity. The
Company'’s control activities are documented in the Risk Register.

Risk monitoring - At least once a year, net risks are compared to the stated risk tolerance
levels and the Risk Register is formally reviewed by the RMF. Moreover, the RMF,
together with the Actuarial Function, runs the stress and scenario tests as specified in
the Board policies. A set of Key Risk Indicators has been developed to be used for a more
frequent assessment of the risk exposures of the Company.

2.5.1.4 Risk Reporting

The RMF reports to the BoD at least annually on its assessment of material risks and the

management thereof, in particular the actions being taken to mitigate or control key risk
exposures. Itis also obliged to report the following to the BoD, without delay:

Any significant changes to the overall risk profile of the Company

Any deviations from the risk management strategy or risk appetite

Any risk management matters in relation to strategic affairs, such as major projects and

investments
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— Any significant internal control deficiencies

2.5.2

Description of how the risk management system (including the RMF) are
implemented and integrated into the organisational structure and decision-
making processes of the undertaking

In implementing its risk management strategy, the Company operates the Three
Line of Defence Model’ to manage its risk and control its activities. This ensures the
establishment of clear responsibility boundaries, the proper segregation of duties
and the avoidance of conflicts of interest at all levels, including the BoD, Senior
Management, RMF and Business Units.

Board of
Directors

Management
Committees

Functions /
Business
Areas

Board of Directors

Managing Director

Line 1: Management Line 2: Control Line 3: Assurance

IAudit Committee

Investment

Risk Management

arial Internal Audit

Compliance

Legal
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Responsibility for the management of individual risks (first line of defence) vests
with the function identified as the risk (and control) owner. Each risk owner is
accountable for all the RMS processes and procedures outlined above in relation to
the owned risks.

The RMF acts as a second line of defence by assisting and supporting such
processes and procedures, reporting risks in a timely manner and ensuring an
aggregated and consistent approach towards risk management. The tasks of the
risk management function are outsourced to Deloitte.

The role of the RMF is to:

Support the BoD in the determination and implementation of the risk strategy
and capital planning

Coordinate the implementation of the risk management framework
Be the main unit for risk management responsibilities
Report to the Senior Management

Risk management training to the BoD, Committees, Senior Management and
risk-taking functions directly involved in the management and oversight of risk,
on the contents of, and for providing guidance on their application

Monitor the risk profile of the Company against the company’s risk appetite
Develop internal risk methodologies and models
Bring to the attention of the BoD any breaches of the Risk Management Policy

The RMF is assisted by the Actuarial Function on the technical aspects of risk
management and modelling.

The third line of defence which comprises of the Internal Audit Function
undertakes independent reviews and testing of the risk management framework or
of specific components of the framework and reports the results to the Audit
Committee.

The company embeds the risk management system into the organisational
structure and supports it by appropriate internal controls and by information
systems that provide relevant, accurate and reliable information. The risk
management system then provides information that is fed into the decision-making
processes by assessing the risk exposure of alternative strategies that the
company is considering with respect to risk mitigation, business volumes and
investments.

2.5.3  Description of the risks on an individual and aggregated level, to which the
undertaking is or could be exposed

The primary risk exposure of the Company arises from its underwriting activities.
This is consistent with the risk appetite of the ASOMIC. Premium and reserve risks
are the main drivers of the exposure to underwriting risk, as catastrophe risk is
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completely ceded through the reinsurance contracts in force. ASOMIC is fully
aware of the disastrous effect a catastrophe event could have on its solvency and
financial position, and hence it chooses to mitigate that risk through a number of
reinsurance agreements, at of course a cost.

By entering into reinsurance arrangements, the Company exposes itself to
counterparty default risk. In order to minimise this risk, all risk mitigation is placed
through at least A-rated reinsurers.

Another element introducing counterparty default risk as at year-end 2021 were the
premium receivables. As the Company is following leaders, it is obliged to also
follow the credit periods they offer. At year-end 2021, the majority of these amounts
relate to future instalments and only a small proportion of the amounts was
overdue.

The Company’s exposure to market risk is minimal and aligned with its risk appetite.
This was achieved through investments in high-graded Treasury bills and Treasury
Notes.

2.5.4  Process adopted to fulfil the obligation to conduct an ORSA

2.5.4.1 Description of the process undertaken by the undertaking to fulfil its obligation to
conduct an ORSA as part of its risk management system

In line with the Company’s ORSA policy, ORSA can be defined as the entirety of the
processes and procedures employed to identify, assess, monitor, manage and
report the short and long term risks the Company faces or may face and to
determine the own funds necessary to ensure that the Company’s overall solvency
needs are met at all times.

ASOMIC follows the steps below to implement its ORSA:

a. Identify and classify risks - The Company identifies the material risks it faces at a
particular point in time. This includes risks considered in the SCR standard formula,
as well as risks not included in the standard formula such as liquidity, strategic and
business risks.

b. Assessment and measurement of risks - the Company collects data, quantifies and
aggregates risks using different approaches such as Value at Risk and stress
testing. The assessment is done using predefined risk metrics.

c. Capital Allocation — According to its risk profile, the Company determines the
necessary risk capital required at that point in time.

d. Capital planning — The company projects its risk profile based on its business plan
and prepares a capital plan over the business planning horizon. The capital plan
depends on its strategic objectives and financial projections and assumptions on
future economic conditions.
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e. Stress testing - The Company applies stress and scenario testing to the forward-
looking capital plan and develops actions that can be taken in unforeseen
circumstances in the future.

f. Communicate and document the results — The Company presents the results of the
process to senior management and the Board of Directors and prepares the ORSA
report.

2.5.4.2 How the ORSA is integrated into the organisational structure and decision- making
processes of the undertaking

ORSA covers all the operations of the organisation and all business units of the
company. The BoD is the body that bears ultimate responsibility for the ORSA, its
application and embedment within the Company’s day to day procedures. The roles
and responsibilities for the ORSA for each body and function of the company (BoD,
Senior Management, RMF, Actuarial Function, Compliance Function, Finance
Function, Internal Audit Function, Risk Taking Departments) are defined in the ORSA
policy of ASOMIC.

The ORSA process is not independent from the “business as usual’ process of the
Company. As a result, the RMF reports the Company'’s risks and stress tests and
the BoD and Management make decisions upon the results of these procedures. In
addition, the Company considers the impact on its capital in its financial
projections. Strategic decisions are assessed and evaluated in the light of their
effect on the Company’s risk situation and risk-bearing capacity over the business
planning horizon. Such strategic decisions include but are not limited to:

Introduction of new products

— Utilisation of additional distribution channels
— Target business volumes

— Reinsurance arrangements

— Investment decisions

2.5.4.3 A statement detailing how often the ORSA is reviewed and approved by the BoD

The Company currently performs the ORSA annually. The assessment will be
repeated immediately following any significant changes to the internal or external
environment that the company operates.

2.5.4.4 A statement explaining:

- how the undertaking has determined its own solvency needs given its risk profile

The Company determined that the Solvency Il standard formula would be used to
calculate the required solvency capital and to assess the overall solvency needs.
The standard formula is widely used internally as it represents the main metric for
the ongoing management of risk and capital. Given the characteristics of ASOMIC's
portfolio, ASOMIC is confident that the risk capital as calculated by the standard
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formula is generally at least equal to the actual underlying risk of the company.
Furthermore, we observe that the ranking of risks as quantified by the standard
formula represents the expectations of the management which provides additional
comfort about the merits in adopting this approach.

how its capital management activities and its risk management system interact
with each other

A three-year base case projection of the Solvency Il Balance Sheets and Solvency
Capital Requirements ('SCR’) is produced using the standard formula. The results
are subjected to a range of scenario testing that is reviewed by management and
challenged by the BoD and, where appropriate, potential management actions are
noted and conclusions drawn. Based on the scenarios presented to the BoD, it is
assessed whether the Company is adequately capitalised and if not what options
are available.

2.6 Internal control system

2.6.1  Description of the undertaking's internal control system

Every member of the Company has a role in the system of internal control. Internal
control is people-dependent and its strength dependents on people's attitude
toward internal control and their attention to it:

e The BoD is responsible for setting the strategy, tone, culture and values of the
Company

e Business Management, Risk Management, Compliance and Actuarial function
design policies and procedures to ensure that an effective internal control
system is established within the Company

e The Internal Audit function monitors the effectiveness of the internal control
system

In accordance with the standardized framework for internal control used by COSO,
there are five interrelated components of effective internal control, which are
discussed in the following sections:

e Control Environment
e Risk Assessment

e Control Activities

e Reporting

¢ Monitoring

The Company has established the necessary assessment criteria for evaluating its
internal control system.
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2.6.2

2.7
2.7.1

Description of how the compliance function is implemented

Compliance is a responsibility shared by all staff. Regardless of their position within
the Company, all individual employees, including the ones within Company
Management, share the responsibility of compliance with applicable laws,
regulations, and business standards. To this effect, Senior Management ensures
that all staff in their respective departments have knowledge of applicable
compliance policies, and understand the regulations, standards and best practices
associated with the discharge of their respective duties, as well as the compliance
risks involved and managing of such risks.

ASOMIC adopts the following principles with respect to the operations of the
Compliance Function:

(@) The operation of the Compliance Function is assigned to a person/function
who/which is independent from other significant functions of the Company where
there might be possible conflicts of interest

(b) The Compliance Function has a formal status within the Company to give it
appropriate standing and authority

(c) The Compliance Function reports to the BoD and to the General Manager of the
Company

(d) The Compliance Function carries out its responsibilities on its own initiative in all
areas of the Company in which compliance risk exists and report any irregularities
or possible breaches without fear of retaliation or dissatisfaction from
Management

(e) The Compliance Function should be undertaken by persons that have the
necessary qualifications, experience and professional qualities to carry out its
duties.

The responsibility of the Compliance Function is to assist the General Manager and
the BoD in managing effectively the compliance risks faced by the Company.

Internal audit function
Description of how the undertaking's internal audit function is implemented

Internal audit execution, including development of the audit program, is performed
after approval of the Internal Audit Plan.

During the internal audit execution process the following activities are conducted:
e Business Process Analysis

e Creation of Internal Audit Program

e Execution of the Program

e Documentation of Evidence and Report Issues
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The activities performed during internal audit execution may allow the IAF to
identify operational weaknesses and produce relevant recommendations which are
important to adding value to the Company.

Internal Audit may also provide consultancy services to the Company for any
specific internal control issues, best practise recommendations, review of the ad-
hoc requests subject to BoD/ Audit Committee enquiries and other services.

2.7.1.1 Audit preparation

Information for the audit is gathered during the preparation stage, from information
available from previous audits (as applicable), procedures manuals, as well as
information gathered on site and through discussions with Management.

The scope of the on-site visit is to obtain a full understanding of the audited cycle
of operations, to perform business process analysis and to define the specific risk
factors.

By reviewing all information gathered, auditors can identify manual and automated
controls, establish the time period for the audit, necessary evidence, and any
necessary special knowledge and auditing tools needed. Objectives are identified
during the planning phase in order for the auditor to focus on the required audit
work for each case.

2.7.1.2 Preparation of Internal Audit Programmes

Audit programmes are developed and are also enhanced based on the information
gained during the audit preparation. Audit programmes for each audited area are
completed during the Internal Audit visits.

2.7.1.3 Documentation of Evidence

During the course of the Internal Audit visits, the evidence gathered from testing is
documented in the working papers. Each test procedure should link back to the
specific scope of the internal audit project. Upon completion of the test / audit work,
the audit program is referenced to the relevant working papers.

During the work, identification of additional internal control issues that require
resolution but are not specifically within the scope of the internal audit project may
be identified.

2.7.1.4 Summarize Findings/ Performance Improvement Observations (PIOs)

A finding is noted when the results of internal control testing denotes that the
control is either missing or is not working as expected, and could be documented
in the Summary of Findings. All findings included in the internal audit report should
tie back to the Summary of Findings, which in turn should tie directly back to the
supporting test documentation or other relevant working papers.

Additionally, performance improvement observations (P10) may be defined. Based
on the results of the internal audit procedures, the auditor will document the
following information for both findings and PIOs:
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e Basis for observation
e Associated risks
e Recommended actions

e Timeframe for implementation of recommended actions and role responsible
for the implementation

e Management responses

2.7.1.5 Dispute / Disagreement Resolution

There are certain cases where there will be disagreement between the audited party
and the Internal Audit. Where agreement cannot be reached, the audited party has
the opportunity to have its written comments included in the report. The comments
will be recorded in the management response portion of the internal audit report.
Management's views should clearly identify:

e Thereasons for disagreement with the recommendations
e The alternative course of action that management plans to follow (if any)

e Justification for preferring the alternative course of action.

2.7.2  Description of how the undertaking's internal audit function maintains its
independence and objectivity from the activities it reviews

The tasks of the Internal Audit Function are outsourced to KPMG Limited. The
Internal Audit Function is objective and independent from any operational functions,
in accordance with Article 47 of the Solvency Il Directive. The Internal Audit is
independent from the organisational activities audited and carries out its
assignments with impartiality. The principle of independence entails that the
Internal Audit Function only operates under the oversight of the administrative,
management or supervisory body, reporting to the Audit Committee. At the same
time, it is ensured that the Internal Audit Function is not subject to instructions of
the administrative, management or supervisory body when performing the audit
and when evaluating and reporting the audit results.

Audit area independence is defined by many factors, such as the objective of work,
categorisation and interdependence of procedures and associated risks. This
facilitates the execution, to the extent possible, of completed audits, which with
their completion will provide a general assessment on the quality and the operation
of the internal control system for the audited area.

Therefore, it is possible that a Department / Service or Unit of the Company, or a
procedure, information system, or a cycle of operations, is defined as an audit area,
depending on the degree of completion and independence of its operations, which
is possible to be extended in more than one Department or Service.
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2.8 Actuarial Function

2.8.1  Description of how the undertaking's actuarial function is implemented

ASOMIC's actuarial function is the responsibility of the key function holder, who
reports to the Senior Management and the BoD. The tasks of the actuarial function
are outsourced to Deloitte.

The actuarial function provides an independent assessment of the technical
provisions, suitability and execution of the underwriting policy, and adequacy of the
reinsurance arrangements. Based on this assessment, an actuarial function report
is provided to the BoD of the Company.

The actuarial function advises on improvements in design, implementation and
execution of the calculation of Technical Provisions.

The actuarial function cooperates mostly with Finance, Risk and internal control in
order to further enhance the internal control requirements.

The responsibilities of the actuarial function include:
Coordinate the calculation of technical provisions

Ensure the appropriateness of the methodologies and underlying models used
as well as the assumptions made in the calculation of technical provisions

Assess the sufficiency and quality of the data used in the calculation of
technical provisions

Compare best estimates against experience

Inform the Senior Management and the BoD of the reliability and adequacy of
the calculation of technical provisions

Oversee the calculation of technical provisions in cases where approximations
are used in the calculation of the best estimate

Express an opinion on the overall underwriting policy
Express an opinion on the adequacy of reinsurance arrangements

Contribute to the effective implementation of the risk management system, in
particular with respect to the risk modelling underlying the calculation of the
capital requirements and to the Own Risk and Solvency Assessment (ORSA)

Assist where requested in the pricing adequacy

Each of these activities is undertaken on an at least annual basis and the outcome
reported to the Senior Management and the Board in an internal actuarial function
report. Both the calculation of technical reserves and the risk modelling underlying
the calculation of the solvency capital requirements are performed on a quarterly
basis.
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29 Outsourcing

2.9.1  Description of the outsourcing policy

The Outsourcing Policy is maintained and updated by the Compliance Function and
reviewed and accepted by the Board of Directors. The Compliance Function
assesses and updates the Policy at least on an annual basis (if needed), in order to
take account of the market and Company developments and to ensure that the
policies for outsourcing continue to be in compliance with the latest requirements
and regulations in force.
Each department of the management company is responsible for ensuring that the
staff under their control complies with the Policy’s provisions and standards. A
deliberate or serious breach of this Policy may render an employee liable to action
under ASOMIC's disciplinary procedures up to, and including, termination of
employment.

2.9.2  List of any critical or important operational functions or activities that are
outsources and the jurisdiction in which the service providers of such functions or
activities are located
Critical or important outsourced functions of the Company are included in the
following table:

Function/ Description of outsourced Critical or Service Provider
Activity service Important
[Y/N]
Risk The carrying out of the risk Y Deloitte Limited
Management management function reporting
Function to the Board of Directors of the
Company
Internal Audit The carrying out of the internal Y KPMG Ltd
audit function reporting to the
Audit Committee of the Company.
Actuarial The carrying out of the actuarial Y Deloitte Limited
Function function reporting to the Board of
Directors of the Company
Compliance Y Andreas Georghadjis LLC
Function
Claims Handling Y Hellenic Hull Management
(HMA) Ltd
Underwriting Y Hellenic Hull Management
(HMA) Ltd
Accounting Y Hellenic Hull Management
(HMA) Ltd

We would like to note that in 2022, the Company entered into an outsourcing agreement with
Shipowners Claims Bureau Inc (hereinafter “SCB”) by virtue of which SCB will provide to the
Company underwriting services and perform handling and administration of claims services
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in relation to the provision by the Company of Marine Protection and Indemnity insurance as
well as any related or ancillary insurances pursuant to the licence extension. A reference to
this agreement will be made in the report of 2022.

2.10 Adequacy of the system of governance

To ensure that the outsourcing of any critical or important functions or activities
does not lead to a material impairment of the quality of ASOMIC’s governance
system:

» Taking into consideration the Services to be provided and the size of the Service
Provider, the Company shall implement the principle of proportionality, and
accordingly ensure that the Service Provider has in place an adequate risk
management and internal control system

» Theoutsourced activities are adequately included in ASOMIC's risk management and
internal control system

= ASOMIC establishes a contractual right to information about the outsourced
activities and a contractual right to issue general guidelines concerning the
outsourced activities

» The Company is responsible for ensuring that the outsourced functions and activities
are satisfactorily performed.

In the event that the outsourced activity is sub-outsourced, the Company retains its
responsibility for ensuring the outsourced activity is satisfactorily performed.

2.11  Any other information

The outbreak of COVID-19 is not expected to significantly impact the Company's
system of governance.
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3 Risk Profile

ASOMIC strives to safeguard its clients’ needs as a robust, resilient and
multifunctional partner. Business operations are designed and implemented
through the company’'s effective risk management system, underpinned by
innovation, sustainability strategies, monitoring processes and transparent
reporting. The company carefully reviews and applies risk management procedures
to new products, market business and renewal terms.

During the Covid-19 pandemic outbreak, ASOMIC protected its clients’ needs
minimizing any potential risk exposure due to its robust and effective business
continuity plan.

Contribution of each risk to SCR

6,8% 5,3%

1,2%

The Company’s risk profile is mainly driven by its insurance operations.
Underwriting risk forms around 86.7% of the total risk portfolio of ASOMIC. The rest
of the risk exposure arises from operational risk, credit risk in relation to premium
receivables from brokers, reinsurance recoveries, cash at bank and market risk,
albeit minimal.

3.1 Underwriting Risk

3.1.1  Description of the risk
For ASOMIC, the underwriting risk reflects the risk arising from insurance
obligations, in relation to Marine Hull and the processes used in conducting the

business. This risk refers to the uncertainty in the results of the Company related to
the existing insurance obligations as well as to the new business expected to be
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written over the following 12 months and arises mainly due to the uncertainty
around the frequency, timing and number of claims.

Following the expansion of the licence of the company to transact business in the
Marine Protection and Indemnity line, underwriting risk will increase. The regulatory
approval for this was granted on 4 February 2022. A further injection of S7m in the
form of new share capital took place in March 2022 to accommodate and
strengthen Company’s capital position.

ASOMIC ranks its residual exposure to underwriting risk as a risk exposure.
3.1.2  Description of the measures used to assess the risk

ASOMIC measures its Underwriting risk using the standard formula. The
measurement is done in three parts:

- Premium & Reserve Risk;

- Lapse Risk; and

- Catastrophe risk.
The main exposure to underwriting risk arises from Premium & Reserve risk, the
measurement of which depends on premium and reserve volumes.

3.1.3  Risk Concentration

Underwriting risk is concentrated to the following line of businesses: Marine Hull
and Machinery and Marine Protection and Indemnity due to the business strategy
and focus of the Company. Within these lines of businesses, the Company

diversifies the risk by type of vessel from bulk carriers to tankers, geographical
location, broker and fleet.

3.1.4  Risk Mitigation

Underwriting risk is mitigated, to a great extent through the company’s reinsurance
program. This reduces the volatility in financial results due to potential claims and
protects the Company from extreme losses due to catastrophic events.

Furthermore, due to the capital relief effect of reinsurance the company is able to
insure a larger number of smaller risks, diversifying further its portfolio. Risk
mitigation comes at a cost which under a best estimate scenario would be
expected to reduce own funds.

Marine Protection and Indemnity business will be heavily reinsured through a quota
share arrangement with the American P&l Club with the maximum possible loss
per event being capped at $200,000.

3.1.5  Risk Sensitivity

3.1.5.1 Methods used, Assumptions made and Outcome of stress testing and sensitivity
testing

The Company has carried out stress testing based on its latest projections which
included underwriting risks such as higher loss ratio, lower/higher future premium
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volumes, higher expenses and increase of bad premium debts. In all scenarios, the
Company remained at all times profitable. The stress scenarios are indicative of the
resilience of ASOMIC to deterioration of forecasted performance and help identify
the events representing a material threat to solvency and financial condition, thus
necessitating the increase of capital upon their occurrence.

3.2 Market risk
3.2.1  Description of the risk

Market risk reflects the risk arising out of the level or volatility of market prices of
financial instruments which have an impact upon the value of the assets and
liabilities of the Company. Market risk forms 0.1% of the total SCR which is
immaterial.

As at 31 December 2021, ASOMIC's investment assets are held in cash in both
Cyprus and USA based bank accounts and in US Treasury bills and notes.
Investments are subject to credit risk (including default risk, spread risk and
concentration risk) which is dealt with in the respective section below. In addition
to credit risk, investment risk arises from the US Treasury bills and notes which
introduce interest rate risk. However, this exposure is minimal due to the short
duration of the assets. Moreover, interest rate risk arising from investments is partly
offset by the impact of changes in interest rates on the value of the best estimate
liabilities.

ASOMIC has also exposure to currency risk due to operating accounts cash
balances in EUR and GBP.

ASOMIC has no exposure to equity, property or derivatives.

The overall market risk exposure is considered to be minimal.

3.2.2  Description of the measures used to assess the risk
ASOMIC measures its market risk using the standard formula. The measurement
is done separately for Interest rate risk, Equity risk, Property risk, Spread risk,

Currency risk and Concentration risk. Then the aggregate marker risk measure
allows for diversification between its components.

3.2.3  Risk Concentration

The Company's investments are concentrated to just two asset classes. This
however is in line with having very limited appetite for market risk.

3.2.4  Risk Mitigation
Market risk is mitigated through the investment policy, adopted by ASOMIC, which

safeguards limited exposure to risky asset classes and minimum diversification
limits.
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3.2.5  Risk Sensitivity

Due to the low exposure to market risk, ASOMIC does not perform any sensitivity
or stress testing.

3.2.6  Prudent Person Principle
The short term high quality liquid investment holdings are a consequence of the

investment assets being prudently invested, taking into account the liquidity
requirements of the business and the nature and timing of the insurance liabilities.

ASOMIC regularly reviews the financial condition of its investment counterparties
and ensures that the currency, nature, and duration of assets is appropriate to the
characteristics of its liabilities, avoiding excessive reliance on any one counterparty
or asset class or geographical location.

Prior to any material investment an SCR impact is generated that helps the
management understand the marginal impact on the SCR and the solvency
coverage ratio of the proposed investment.

There are no investments in derivative instruments.

3.3 Credit risk
3.3.1  Description of the risk

Credit risk refers to the risk of loss or of adverse change in the financial situation,
resulting from fluctuations in the credit standing of counterparties. ASOMIC is
exposed to credit risk rising from the following exposures:

Cash at bank (local and US banks)
Reinsurance recoverables
Premium receivables

Credit risk, as measured through the SCR, is entirely composed of counterparty
default risk as there is no exposure to concentration risk or spread risk in relations
to the investments.

The overall credit risk exposure is considered to be low. This is considered within
the company’s risk appetite in order to ensure the smooth continuity of its
operations.

3.3.2  Description of the measures used to assess the risk
ASOMIC measures its credit risk using the standard formula. With respect to
exposures to banks and reinsurers, the assessment depends highly on the credit
rating of the counterparties which defines the probability of default. On the other

hand, for premium receivables, the assessment is based on how long overdue these
are and the probability of default is determined based on that.

3.3.3  Risk Concentration

Risk concentration is limited through the diversification of the asset portfolio.
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3.3.4  Risk Mitigation

To mitigate the risk of reinsurer counterparty default, reinsurance is split between
a number of reinsurance counterparties to reduce single name exposure. Credit
ratings of reinsurance counterparties are reviewed every quarter. A further
mitigation of credit risk is that reinsurance counterparties are large, well established
multinational reinsurers and selected such that the credit rating is at minimum of
A-.

Similarly, to mitigate the risk of banking counterparty default, banks are chosen
following a thorough diligence exercise to select only highly reputable and
creditworthy banks. Nonetheless, for operational efficiencies an amount is kept at
local banks.

3.3.5  Risk Sensitivity

3.3.5.1 Methods used, Assumptions made and Outcome of stress testing and sensitivity
testing

The sensitivity of the solvency ratio to credit rating downgrades of the
counterparties of ASOMIC was assessed. This demonstrated a decrease in
solvency coverage ratio of ¢. 21.13% when the credit quality deteriorated by one
step.

3.4 Liquidity risk
3.4.1  Description of the risk

Liquidity risk refers to the risk that ASOMIC will be unable to realise investments
and other assets in order to settle their financial obligations when they fall due.
Given that all investment assets of ASOMIC are highly realisable due to either being
liquid (cash at bank) or due to being highly tradable (US Treasury Bills), the
Company's exposure to liquidity risk is considered very low.

3.4.2  Description of the measures used to assess the risk
ASOMIC’s liquidity requirements are assessed monthly in order to meet the
Company's stated liquidity objectives. A projection is performed each month from

the accounts department to assess whether all obligations due will be met by the
expected cash inflows mainly from premiums due.

3.4.3  Risk Concentration
Sources of cash in and cash out flows (brokers’ receivables, claims, expenses etc.)
are diversified and to a certain extent independent.

3.4.4  Risk Mitigation
The Company maintains a pool of liquid assets which exceed its short-term liquidity
demands. Moreover, ASOMIC has in place a contingency liquidity plan to manage

and co-ordinate the actions required to mitigate the effects of a liquidity problem
across ASOMIC.
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3.4.5  Risk Sensitivity

3.4.5.1 Methods used, Assumptions made, Outcome of stress testing and sensitivity
testing

Given that liquidity is not a material risk for the Company, no specific risk sensitivity
is performed.

3.4.6  Expected profit in future premiums

No allowance is made in the best estimate liabilities for expected profit in future
premiums as these are outside contract boundaries.

3.5 Operational risk
3.5.1  Description of the risk

Operational risk means the risk of loss arising from inadequate or failed internal
processes, personnel or systems, or from external events. Measuring operational
risk is to a large extent professional judgment. ASOMIC have a control in place
based on a cycle of risk management system. Monitoring operational risk is an
important aspect within this system. During the latest ORSA performed, the
following sources of operation risk were identified as the most material following
any risk mitigation actions:

Risk Class Risk
Information Technology Error in historical claims records.

Underwriting Uncertainty around the frequency, timing and cost of claims.
Inadequacy of underwriting model.

Strategy Inadequate Company Strategy.

Claims Poor administration of claim payments in claims payments
leading to reputational risk.

Compliance Lack of appropriate compliance procedures (breaches of

laws/regulations including adherence to regulatory reporting
timeframes).
Internal Processes Inadequate internal processes when an employee is absent.

3.5.2  Description of the measures used to assess the risk
The following measures are used to assess operational risks:

— Risk and control assessments — A qualitative assessment of operational risks is
performed at least once a year during which potential sources of risk are identified,
then a frequency severity measurement is performed both before and after any risk
mitigation/control actions taken.

— The SCR standard formula includes an assessment and quantification of the
operational risk exposure.
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3.5.3  Risk Concentration

The operations of ASOMIC are managed through one main service provider,
Hellenic Hull Management.

3.5.4  Risk Mitigation

Since its inception, the Company has in place its Business Continuity plan, which captures a
number of operational risks it is exposed to. In addition to that, a number of controls are
enforced which mitigate the operation risk exposure, some examples of which are listed below:

Effective oversight of management at BOD level
Application of the four-eyes-principle in all activities

Set up of a compliance function, an internal audit function and a risk management
function

Documented policies and procedures
Introduction of a number of controls within the IT systems

Training of employees to ensure that each task can be performed by more than one
person

3.5.5  Risk Sensitivity

3.5.5.1 Methods used, Assumptions made and Outcome of stress testing and sensitivity
testing

Operational risk makes up 7% of the standard formula SCR as at 31 December
2021.

ASOMIC perceives reputation damage as one of the primary loss that could be
incurred by the crystallisation of an operational risk event. A stress test has been
performed under which reputational damage is represented by a 20% decrease in
business volumes over the next three-year business planning horizon. Under this
scenario, the Company remained adequately capitalised in all years.

3.6 Any other material information
3.6.1 Environmental, Social & Governance Risks

The insurance industry plays an important role in promoting Environmental, Social and
Governance (ESG) issues, which pose a shared risk to marine insurers and the shipping
community. ESG risks are arising out of climate change, violation of human rights, pollution,
together with risks related to health and safety of the onshore and offshore employees in the
shipping industry.

ASOMIC through its management team'’s extensive network of co-operations, aims to integrate
Environment, Social and Governance issues into risk management, underwriting and capital
adequacy decision — making processes. Unsustainable practices come at a serious cost to all
insurance companies. Insurance capacity is not limitless and comes at a considerable price
both for the insurance industry and the end-users of insurance products. In order to implement
sustainability strategies and pioneer in new business models that embrace ESG risks, Hellenic
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Hull Management (HMA), managers of ASOMIC, has invested in partnerships towards this
direction.

Thus, HMA is the first company in the marine insurance industry to enter the United Nations
family, as a member and signatory company of United Nations Environment Programme
(UNEPFI) Principles for Sustainable Insurance initiative, United Nations Global Compact
Initiative and UNEPFI Sustainable Blue Economy Finance Initiative. Being part of these UN
initiatives, the company is committed to incorporating emerging social, environmental, and
business issues into its sustainable and holistic approach.

Furthermore, HMA has participated in the development of two pioneering guidance papers that
act as a toolkit for companies’ sustainability strategies aiming to tackle ESG risks: “Managing
Environmental, Social and Governance Risks for Non-life Business”, launched by UNEPFI PSI
and “Turning the Tide: How to finance a sustainable ocean recovery”.

The company is also member of the:

e Ship Recycling Transparency Initiative, the platform to engage sustainability issues
in ship recycling

e Net Zero Insurance Alliance, the initiative aiming to lead the industry to a net zero
pathway

e afounding member of the Poseidon Principles for Marine Insurance, the global
framework for assessing and disclosing the climate alignment of insurers’ hull and
machinery portfolios.

Finally, the company has a unique co-operation with World Maritime University, founded by the
International Maritime Organization aiming to enhance education in marine insurance.

3.6.2  Covid-19 outbreak

The Covid-19 coronavirus outbreak that began towards the end of 2019 has now become a
global pandemic. The measures taken to flatten the transmission curve have inevitably had
enormous impact on economic activity and the business environment including the insurance
sector. Since the virus outbreak, ASOMIC has continuously monitored the World Health
Organization’s and National Government's updates, regulations and procedures. Protecting the
health and safety of its executives and staff is a key focus under ASOMIC’s business continuity
plan, and of great importance in maintaining its reputation and the trust of its clientele.
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4 Valuation for solvency purposes

4.1 Assets

Financial assets are recognised in the Company's statement of financial position
when the Company becomes a party to the contractual provisions of the
instrument.

4.1.1 Value of assets

Trade receivables: Trade receivables are measured at initial recognition at fair value and are
subsequently measured at amortised cost using the effective interest rate method. The
effective interest method is a method of calculating the amortised cost of a financial
instrument and of allocating interest over the relevant period.
Financial assets: The Company classifies its financial assets in the following categories:

- financial assets at fair value through profit or loss;
loans and receivables;
held-to-maturity investments; and

- available for-sale financial assets.
The classification depends on the purpose for which the financial assets were acquired.

Management determines the classification of financial assets at initial recognition.
Regular way purchases and sales of financial assets are recognised on trade-date which is the date

on which the Company commits to purchase or sell the asset. Investments are initially recognised
at fair value plus transaction costs for all financial assets not carried at fair value through profit or
loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value
and transaction costs are expensed in profit or loss.

Cash and cash equivalents: For the purpose of the statement of cash flows, cash
and cash equivalents comprise cash at bank and in hand. In the IFRS, cash and
cash equivalents are presented at the notional amount. In the Solvency I, are
presented at market value. There are no significant valuation differences between
the two.

4.1.2  Description of bases, methods and main assumption used for valuation for
solvency purposes

Bases, methods and main assumption used for valuation for solvency purposes is
analysed in detail in section 4.2.2.
4.1.3  IFRS vs Solvency I

Quantitative and qualitative explanation of any material differences between the
bases, methods and main assumptions used for the valuation for solvency
purposes and for IFRS.

Quantitative and qualitative explanation of any material differences with the
valuation bases, methods and main assumptions used for the valuation for
solvency purposes and for IFRS as per section 4.2.2.
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4.2 Technical Provisions

4.2.1  Value of Technical Provisions (Amount of Best Estimate and Risk Margin)

The table below shows the value of technical provisions of ASOMIC as at 31
December 2021 both gross and net of reinsurance (RI) recoverables:

$°000S CLAIMS PREMIUM RISK TECHNICAL
PROVISION PROVISION MARGIN PROVISIONS

Gross 7.601 -675 436 7.361
Rl Recoverables 258 -399 0 -141
Net 7.343 -276 436 7.502

4.2.2  Description of the bases, methods and main assumptions used

4.2.2.1 Claims provision

The provision for claims outstanding relates to claim events that have already
occurred, regardless of whether the claims arising from those events have been
reported or not. Thus, the components of the Claims Provision are the Outstanding
Case Estimates, the Incurred But Not Reported (IBNR), the Incurred But Not Enough
Reported (IBNER), the Unallocated Loss Adjustment Expenses (ULAE) and an
allowance for Events Not in Data (ENID). Under Solvency I, the reserves are
discounted to allow for the time value of money.

Company’'s own experience could not be solely used to estimate the claims
provision due to the scarcity of data. As such, historical data of the Hellenic Hull
Mutual and were also used. In particular, a credibility approach was followed
whereby more weight was placed on the claims development experience of the
Hellenic Hull Mutual. This approach was considered appropriate for providing more
statistically credible results.

4.2.2.2 Premium provision

The calculation of the best estimate of the premium provision relates to all future
cashflows arising from future events, over the remaining duration of unexpired
policies. Such cashflows mostly relate to future premium, claims, administration
expenses and reinsurance cost.

Company’s experience has been significantly improved compared to prior year.
This is primarily a result of the growth and diversification of the portfolio which is
now more balanced between vessel types and geographical areas. This results in
a blended gross loss ratio assumption for unexpired policies equal to 67,5%. The
expense ratio for all policies was set equal to 6%.

4.2.2.3 Recoverables

The reinsurer’'s share on the outstanding reserve was determined according to the
reinsurance arrangements that relate to each claim. The calculations for the
reinsurance share of IBNR and IBNER by accident year was based on the
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proportional allocation of claims under each reinsurance arrangement. Since the
proportional reinsurance arrangements are determined by underwriting year, it was
required to calculate the durations of all the policies in the claims dataset to specify
the company’s average exposure by underwriting year.

In order to estimate the gross reserves, we ignore any cashflows related to the
existence of reinsurance. In order to estimate the net reserves, the projections allow
also for any cashflows related to reinsurance. A reduction of reinsurance
recoverables has been made to allow for expected losses due to the default of a
counterparty. The probability of default is derived from that used in the counterparty
default risk under the standard formula depending on the credit quality of each
reinsurer.

4.2.2.4 Risk Margin

The Risk Margin is designed to ensure that the value of technical provisions is
equivalent to the amount that a third undertaking would be expected to require in
order to take over and meet the Company’s insurance obligations. The risk margin
is calculated by determining the cost of providing an amount of eligible own funds
equal to the SCR necessary to support the Company’s reinsurance obligations over
their lifetime thereof. This rate, called the Cost-of-Capital, is prescribed at 6%.

4.2.2.5 Discounting

The USD risk free curve (with no volatility adjustment) as at the valuation date,
published by EIOPA, has been used for discounting.

4.2.3  Description of the level of uncertainty associated with the value of technical
provisions

Uncertainty relates primarily to how future actual experience will differ from the best
estimate assumptions used to calculate the technical provisions. The key
assumptions are development factors, loss ratios and expense ratios. A robust
assumption setting process is followed in order to ensure the uncertainty is well
understood and minimised.

As at 31 December 2021, the main source of uncertainty arises from the limited
volume of own experience data on the development of claims. This forces ASOMIC
to rely on the use of data from another entity.

4.2.4  Quantitative and qualitative explanation of any material differences between the

bases, methods and main assumptions used for the valuation for solvency
purposes and for IFRS.

The table below are presented the main differences between the Net Technical
Provisions under solvency Il and IFRS valuation.
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$'000s Solvency Il Valuation IFRS Valuation

Marine, Net Claims  Net Risk Net Net Claims  Net NET Net
aviation Provision Premium Margin Technical Reserves UPR AURR Technical
and Provision Provisions Provisions
transport 7.343 -276 436 7.502 7.388 5329 O 12.717

insurance

The difference between the net Premium Provision and the net UPR is the result of
the following (partly) offsetting effects:

1. Under Solvency Il, we allow for future profits where we expect these to emerge. This
leads to the gross Premium Provision being higher than the gross UPR (IFRS) by
c$1.8m.

2. Under Solvency I, we allow for future premium payments by instalment (c$6.8m)
whereas under IFRS these are held separately on the asset side as premiums
receivable.

In addition, there is a small reduction in the Net Claims Provisions under solvency
[l due to the allowance for time value of money through discounting of future cash
flows.

Furthermore, the IFRS balance sheet includes the Deferred Acquisition Cost of
$859k which is not admissible in the Solvency Il balance sheet.

Finally, the Solvency Il Technical Provisions include the Risk Margin, a concept
which does not appear under IFRS.

4.2.5  Statement on whether the volatility adjustment referred to in Article 77d of
Directive 2009/138/EC is used

4.2.6  Statement on whether the transitional risk-free interest rate-term structure
referred to Article 308c of Directive 2009/138/EC is applied

4.2.7  Statement on whether the transitional deduction referred to in Article 308d of
Directive 2009/138/EC is applied

ASOMIC has not used any of the following:
The volatility adjustment referred to in Article 77d of Directive 2009/138/EC

The transitional risk-free interest rate-term structure referred to Article 308c of
Directive 2009/138/EC

The transitional deduction referred to in Article 308d of Directive 2009/138/EC

4.2.8  Material assumption changes

1. For the unexpired policies, the reinsurance loss ratio has been reduced from 65% in YE2020
to 60% in YE2021 for non-proportional reinsurance. The loss ratio for unexpired policies has
also been reduced from 73.7% in YE2020 to 67.5% in YE2021.
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4.3 Valuation of other liabilities

Financial liabilities are recognised in the Company's statement of financial position
when the Company becomes a party to the contractual provisions of the
instrument.

4.3.1 Value of other liabilities

Borrowings: Borrowings are recorded initially at the proceeds received net of
transaction costs incurred. Borrowings are subsequently stated at amortised cost.
Any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the borrowings using the
effective interest method.

Trade payables: Trade payables are initially measured at fair value, and are
subsequently measured at amortised cost, using the effective interest rate method.

4.3.2  Description of the bases, methods and main assumptions used for their valuation
for solvency purposes

Bases, methods and main assumption used for valuation for solvency purposes is
analysed in detail in section 4.2.2.

4.3.3  Quantitative and qualitative explanation of any material differences with the
valuation bases, methods and main assumptions used for the valuation for
solvency purposes and for IFRS

Quantitative and qualitative explanation of any material differences with the
valuation bases, methods and main assumptions used for the valuation for
solvency purposes and for IFRS as per section 4.2.2.

4.4 Any other information

In light of the global outbreak of COVID-19, the Actuarial Function is closely monitoring
developments and the potential impact on the Company’s ability to meet its insurance
liabilities. The Actuarial Function is actively assisting in closely monitoring developments,
identifying potential risks, designing and implementing risk mitigation actions to ensure
business continuity, limit damages and safeguard the solvency of ASOMIC.

As part of its 2021 ORSA, the company has tested specific stress scenarios to understand the
potential effect of COVID-19 to its solvency position. The scenarios included a long term
duration of Covid 19 pandemic in which a short-term/long-term decrease of future volumes of
business, short-term/long-term increase in premium bad debts and a short-term/long-term
decrease in bond market values.

The results of the short-term stress test demonstrate resilience to adverse conditions arising
due to the COVID-19 outbreak. While the long-term COVID-19 scenario leads to an SCR ratio of
100% in 2022. However, the SCR ratio is restored to acceptable levels by the end of the
projection horizon.

These stresses indicate potential threats to solvency and financial condition which the
management will monitor very closely in conjunction to its updated business plan, in order to
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mitigate such exposures. The Company has introduced mechanisms to monitor the solvency
assessment on a monthly basis and take immediate corrective action once actual experience
deviates from expected and jeopardises solvency.

SFCR - Page | 48



American Steamship Owners Marine Insurance Company (Europe), Ltd

5 Capital Management

5.1 Own Funds

5.1.1  Objectives, policies and processes employed for managing its own funds

The objective of capital management is to maintain, at all times, sufficient own
funds to cover the SCR and MCR with an appropriate buffer. These should be of
sufficient quality to meet the eligibility requirements in Article 82 of the Delegated
Regulation. The Company holds regular meetings of senior management and BoD,
in which the ratio of eligible own funds over SCR and MCR are reviewed. As part of
own funds management, the Company prepares annual solvency projections and
reviews the structure of own funds and future requirements. The business plan,
which forms the base of the ORSA, contains a three-year projection of funding
requirements and this helps focus actions for future funding.

5.1.2  Information on the structure, amount and quality of own funds at the end of the
reporting period and at the end of the previous reporting period

The following table shows the structure of own funds as at 31 December 2021 as
well as at the end of the previous reporting period.

OWN FUNDS ($°000S) DECEMBER DECEMBER

2021 2020

Ordinary share capital 6.550 6.550

Share premium account related to ordinary shgre 10.450 10.450
capital

Net deferred tax assets 0 0

Reconciliation reserve 10,762 8,952

TOTAL BASIC OWN FUNDS 6.238 8.048

The current structure of own funds as shown above is composed entirely of capital
classified as Tier 1 - Unrestricted.

5.1.3  Eligible amount of own funds to cover SCR (by tier)

The Company’s own funds are available to cover the SCR.

5.1.4  Eligible amount of own funds to cover MCR (by tier)

All own fund items are eligible to cover the MCR as they are tier 1.

5.1.5  IFRS Equity vs Own Funds

The following summary table shows the comparisons and movement in the IFRS
and Solvency Il valuation of assets, liabilities and Own Funds.
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IFRS Solvency Il Movement
$'000s $'000s $'000s
Total Assets 28.051 18.547 9.504
Total Liabilities 21.632 12.309 9.323
Total Own Funds 6.419 6.238 180
Ordinary Share Capital 17.000 17.000 0

(incl. share premium account)
Retained Earnings -10.581 -10.581
Net deferred tax assets 0 0 0
Reconciliation Reserve 0 -10.762 10.762

The movement in the valuation of assets and liabilities arises from the differences
in the valuation of IFRS and Solvency Il standards, below:

— Deferred Acquisition Cost (DAC) is not included under Solvency |l

— Differences in gross technical provisions and reinsurance recoverables (as

explained in section 4.2.4)

5.2 Solvency Capital Requirement and Minimum Capital Requirement

5.2.1  Amounts of SCR and MCR

As at 31 December 2021 the SCR of ASOMIC was calculated at $5,823k and the

MCR at $2,369k.

5.2.2  Amount of SCR split by risk modules

The following table shows the SCR split by risk modules:

SOLVENCY CAPITAL REQUIREMENT $°000S
Market risk 74
Counterparty default risk 320
Non-Life underwriting risk 5228
Life Underwriting risks 0
Health underwriting risk 0
Sum of risk components 5.622
Diversification effects -207
Diversified risk 5415
Intangible asset risk 0

Basic SCR 5.415

Operational risk 408

Adjustments 0
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SCR 5.823

5.2.3  Simplifications

No simplifications have been used for any of the modules or sub-modules of the
SCR.

5.2.4  Undertaking-specific parameters

ASOMIC has not used undertaking-specific parameters for any of the parameters
of the standard formula.

5.2.5  Information on the inputs used to calculate the MCR
The inputs used in the calculation of the MCR are listed below:
— Absolute floor of €2,500K (converted to USD; $2,911k)
—  SCRof $5,823k
— Net Technical Provision excluding Risk Margin $7,067k

—  Net written premium in 2021 $11,719k
5.2.6  Material changes in the SCR and MCR compared to the previous reporting period

The only material change in the SCR arises from underwriting risk which is driven
by the growth achieved by the Company during the year.

The change in the MCR is driven by the change in the absolute floor denominated
in USD and is driven solely by exchange rate movements against the Euro.

5.3 Non-compliance with the MCR and non-compliance with the SCR
5.3.1  Non-compliance with the MCR

5.3.1.1 The period and maximum amount of each non-compliance during the reporting
period, an explanation of its origin and consequences, any remedial measures
taken and an explanation of the effects of such remedial measures

ASOMIC was compliant with the MCR throughout the year.
5.3.2  Non-compliance with SCR

5.3.2.1 The period and maximum amount of each significant non-compliance during the
reporting period, an explanation of its origin and consequences and any remedial
measures taken and an explanation of the effects of such remedial measures

ASOMIC complied with the MCR and the SCR throughout the reporting period.
Furthermore, the capital injection of $7m that took place in March 2022 had a very
significant contribution to the solvency condition of the company driving the
solvency coverage ratio in excess of 200%.

In prior year the Company submitted to the Superintendent of Insurance an updated
business plan which detailed the set of actions already undertaken and future
actions agreed upon at management, Board of Directors and shareholder levels. To
facilitate the shareholder’s intentions to financially support the Company, since 1st
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October 2020, the shareholder's Manager, SCB, Inc. (“SCB”), have entered into a
modified Management Agreement with HMA (ASOMIC’s Manager) that reduced
overall management fees through a separate Sub-Management Agreement (“SMA”)
between SCB and HMA, as well as substantially relieved ASOMIC of direct
responsibility for making such payments. The above amounts considered as an
additional, non-refundable, annual support to the Company. The actions have
improved Company's operating performance and maintained adequate levels of
solvency throughout the year. A series of stress tests and sensitivity analyses was
also undertaken to identify potential threats that management will monitor very
closely in order to appropriately mitigate its risk exposure.

Other measures include:
Increases in premium rates.

An actuarial premium rating exercise was carried out in order to identify the main
rating factors and the recommended levels of premiums to ensure satisfactory
underwriting performance and to mitigate cross subsidies within the portfolio.

ASOMIC implemented strict underwriting standards and continually monitors
underwriting performance by type of risk including type of vessel, geographical
location, broker, fleet on a monthly basis.
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$.02.01.02 - Balance sheet

Assets
Intangible assets
Deferred tax assets
Pension benefit surplus
Property, plant & equipment held for own use
Investments (other than assets held for index-linked and unit-linked contracts)
Property (other than for own use)
Holdings in related undertakings, including participations
Equities
Equities - listed
Equities - unlisted
Bonds
Government Bonds
Corporate Bonds
Structured notes
Collateralised securities
Collective Investments Undertakings
Derivatives
Deposits other than cash equivalents
Other investments
Assets held for index-linked and unit-linked contracts
Loans and mortgages
Loans on policies
Loans and mortgages to individuals
Other loans and mortgages
Reinsurance recoverables from:
Non-life and health similar to non-life
Non-life excluding health
Health similar to non-life
Life and health similar to life, excluding health and index-linked and unit-linked
Health similar to life
Life excluding health and index-linked and unit-linked
Life index-linked and unit-linked
Deposits to cedants
Insurance and intermediaries receivables
Reinsurance receivables
Receivables (trade, not insurance)
Own shares (held directly)

Amounts due in respect of own fund items or initial fund called up but not yet paid in

Cash and cash equivalents
Any other assets, not elsewhere shown
Total assets

Liabilities
Technical provisions - non-life
Technical provisions - non-life (excluding health)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - health (similar to non-life)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - life (excluding index-linked and unit-linked)
Technical provisions - health (similar to life)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - life (excluding health and index-linked and unit-linked)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - index-linked and unit-linked
TP calculated as a whole
Best Estimate
Risk margin
Contingent liabilities
Provisions other than technical provisions
Pension benefit obligations
Deposits from reinsurers
Deferred tax liabilities
Derivatives
Debts owed to credit institutions
Financial liabilities other than debts owed to credit institutions
Insurance & intermediaries payables
Reinsurance payables
Payables (trade, not insurance)
Subordinated liabilities
Subordinated liabilities not in Basic Own Funds
Subordinated liabilities in Basic Own Funds
Any other liabilities, not elsewhere shown
Total liabilities
Excess of assets over liabilities

Solvency II
value

[
w
o
o

[=] [e] (=] [«] [«] i) (=] [«] (=] (=]

13.900

13.900

olo[o|o|o|o|o|o|o|o|o|o

-141

-141

-141
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1.118

2.734

556

0

0

382

0

18.547

Solvency I1
value

7.361

7.361

0

6.925

436
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1ers Marine Insurance Company (Europe), Ltd

$.19.01.21 - Non-life Insurance Claims Information (simplified template for the public disclosure)

Total Non-Life Business

Accident year /
Underwriting year

Gross Claims Paid (non-cumulative)

(absolute amount)

Year

(absolute amount)

Year

Prior
N-9
N-8
N-7
N-6
N-5
N-4
N-3
N-2
N-1
N

20020 ‘

Accident year [AY]

Development year
In Sum of
0 1 2 3 4 5 6 7 8 9 10&+  Current years
year (cumulative
)
0] 0 0
0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0
267 | 1.874 | 253 84 15 17 17 2511
2.047 | 2.972 | 1.047 76 39 39 6.181
4.031 | 6.753 | 1.358 34 34 12.177
2.505 | 8.023 | 3.238 3.238 13.766
2.860 | 10.368 10.368 13.228
3.291 3.291 3.291
Total[ 16.988 51.153
Gross undiscounted Best Estimate Claims Provisions
Development year
Year end
0 1 2 3 4 5 6 7 8 9 10&+  (discount
ed data)
0 | 0
0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
2453 | 713 43 27 46 -10 -10
4.153 | 1.637 264 272 245 244
4.590 | 1.879 579 721 717
4.926 | 4.286 | 573 569
5.443 | 1.884 1.872
4.235 4.209
Total| 7.600
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$.23.01.01- Own funds

Tier1-

‘ Total ‘ . ‘Tier 1- restricted‘ Tier 2 ‘ Tier 3 ‘
unrestricted

Basic own funds before deduction for participations in other financial sector as foreseen in article 68 of

Ordinary share capital (gross of own shares) 6.550 6.550 0

Share premium account related to ordinary share capital 10450 10450 0

Tinitial funds, members' contributions or the equivalent basic own - fund item for mutual and mutual-type undertakings 0 0 0

Subordinated mutual member accounts 0 0 0 0

Surplus funds -10.581 -10.581

Preference shares 0 0 0 0

Share premium account related to preference shares 0 0 0 0

Reconciliation reserve -181 -181

Subordinated liabilties 0 0 0 0

An amount equal to the value of net deferred tax assets 0 0

Other own fund items approved by the supervisory authority as basic own funds not specified above 0 0 0 0 0

Own funds from the financial statements that should not be represented by the reconciliation reserve and do

not meet the criteria to be classified as Solvency II own funds

Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the 0

criteria to be classified as Solvency Il own funds

Deductions

Deductions for participations in financial and credit institutions 0 0 0 0 0

Total basic own funds after deductions 6.238 6.238 0 0 0

Ancillary own funds

Unpaid and uncalled ordinary share capital callable on demand 0 0

Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for mutual and mutual - 0 0

type undertakings, callable on demand

Unpaid and uncalled preference shares callable on demand 0 0 0

A legally binding commitment to subscribe and pay for subordinated liabiltties on demand 0 0 0

Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC 0 0

Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC 0 0 0

Supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC 0 0

Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive 2009/138/EC 0 0 0

Other ancillary own funds 0 0 0

Total ancillary own funds 0 0 0

Available and eligible own funds

Total avaiable own funds to meet the SCR 6.238 6.238 0 0 0

Total available own funds to meet the MCR 6.238 6.238 0 0

Total eligible own funds to meet the SCR 6.238 6.238 0 0 0

Total eligible own funds to meet the MCR 6.238 6.238 0 0

SCR 5.823

MCR 2911

Ratio of Eligible own funds to SCR 1,0712

Ratio of Eligible own funds to MCR 2,1426

Reconciliation reserve

Excess of assets over liabilties 6.238

Own shares (held directly and indirectly) 0

Foreseeable dividends, distributions and charges 0

Other basic own fund items 6.419

Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring fenced funds 0

Reconciliation reserve -181

Expected profits

Expected profits included in future premiums (EPIFP) - Life business 0

Expected profits included in future premiums (EPIFP) - Non- life business 0

Total Expected profits included in future premiums (EPIFP) 0
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$.25.01.21 - Solvency Capital Requirement - for undertakings on Standard Formula

Gross solvency capital usp Simplifications
requirement
Market risk R0010 74
Counterparty default risk R0020 320
Life underwriting risk R0030 0
Health underwriting risk R0040 0
Non-life underwriting risk R0050 5.228
Diversification R0060 -207
Intangible asset risk R0070 0
Basic Solvency Capital Requirement R0100 5.415

Calculation of Solvency Capital Requirement

Operational risk R0130 408
Loss-absorbing capacity of technical provisions R0140 0
Loss-absorbing capacity of deferred taxes R0150 0
Capital requirement for business operated in accordance with Art. 4 of Directive RO160 0
2003/41/EC
Solvency capital requirement excluding capital add-on R0200 5.823
Capital add-on already set R0210 0
Solvency capital requirement R0220 5.823
Other information on SCR
Capital requirement for duration-based equity risk sub-module R0400 0
Total amount of Notional Solvency Capital Requirement for remaining part R0410 0
Total amount of Notional Solvency Capital Requirements for ring fenced funds R0420 0
Total amount of Notional Solvency Capital Requirement for matching

) ) R0430 0
adjustment portfolios
Diversification effects due to RFF nSCR aggregation for article 304 R0440 0

Yes/No

Approach to tax rate

3 - Not applicable as LAC
DT is not used (in this case

Approach based on average tax rate R0590 R0600 to RO690 are not
applicable)
Calculation of loss absorbing capacity of deferred taxes
LACDT
DTA R0600
DTA carry forward R0610
DTA due to deductible temporary differences R0620
DTL R0630
LAC DT R0640 0
LAC DT justified by reversion of deferred tax liabilities R0650 0
LAC DT justified by reference to probable future taxable economic profit R0660 0
LAC DT justified by carry back, current year R0670 0
LAC DT justified by carry back, future years R0680 0
Maximum LAC DT R0690 0
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§.28.01.01 - Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity

Linear formula component for non-life
insurance and reinsurance obligations

MCRNL Result 2.369 |
Net (of reinsurance/SPV)  Net (of reinsurance) written
best estimate and TP premiums in the last 12
calculated as a whole months

Medical expenses insurance and proportional reinsurance
Income protection insurance and proportional reinsurance
Workers' compensation insurance and proportional reinsurance
Motor vehicle liability insurance and proportional reinsurance
Other motor insurance and proportional reinsurance

Marine, aviation and transport insurance and proportional reinsurance 7.
Fire and other damage to property insurance and proportional reinsurance
General liability insurance and proportional reinsurance

Credit and suretyship insurance and proportional reinsurance

Legal expenses insurance and proportional reinsurance

Assistance and proportional reinsurance

Miscellaneous financial loss insurance and proportional reinsurance
Non-proportional health reinsurance

Non-proportional casualty reinsurance

Non-proportional marine, aviation and transport reinsurance
Non-proportional property reinsurance

reN
~N
-
=

ololo|olo|o|o|lo|o|o|Q|lo|lo|o|e|e

olo|lo|olo|o|o|o|o|o|u|o|o|e|e|e

Linear formula component for life
insurance and reinsurance obligations

MCRL Result 0 |
Net (of reinsurance/SPV) Net (of reinsurance/SPV) total
best estimate and TP capital at risk
calculated as a whole

Obligations with profit participation - guaranteed benefits
Obligations with profit participation - future discretionary benefits
Index-linked and unit-linked insurance obligations

Other life (re)insurance and health (re)insurance obligations
Total capital at risk for all life (re)insurance obligations 0

olo|o|o

Overall MCR calculation

Linear MCR 2.369
SCR 5.823
MCR cap 2.620
MCR floor 1.456
Combined MCR 2.369
Absolute floor of the MCR 2911
Minimum Capital Requirement 2911
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u MOORE . Moore Limassol Limited

Ariel Corner, 1st Floor, Office 101

196 Arch. Makarios Avenue, CY-3030
Limassol, Cyprus

P.O. Box 57528, CY-3316 Limassol, Cyprus

T +357 25820280
F  +357 25344237
E info@moore-limassol.com.cy

www.moore-limassol.com.cy

Independent Auditor’s Report

To:  The Board of Directors of American Steamship Owners Marine Insurance Company
(Europe) Ltd

Report on the Audit of the relevant elements of the Solvency and Financial Condition
Report

Opinion

We have audited the following Solvency Il Quantitative Reporting Templates (“QRTs”)
contained in Annex | to Commission Implementing Regulation (EU) No 2015/2452 of 2
December 2015, of American Steamship Owners Marine Insurance Company (Europe) Ltd
(the “Company”), prepared as at 31 December 2021:

e 5.02.01.02 - Balance sheet

e S5.17.01.02 — Non-Life Technical Provisions

e S.23.01.01 -Own funds

e S5.25.01.21 - Solvency Capital Requirement - for undertakings on Standard Formula

e S5.28.01.01 — Minimum Capital Requirement — Only life or only non-life insurance or
reinsurance activity

The above QRTSs are collectively referred to for the remainder of this report as “the relevant
QRTs of the Solvency and Financial Condition Report”.

In our opinion, the information in the relevant QRTs of the Solvency and Financial Condition
Report as at 31 December 2021 is prepared, in all material respects, in accordance with the
Insurance and Reinsurance Services and other Related Issues Law of 2016, the Commission
Delegated Regulation (EU) 2015/35, the Commission Delegated Regulation (EU) 2016/467,
the relevant EU Commission’s Implementing Regulations and the relevant Orders of the
Superintendent of Insurance (collectively “the Framework”).

Moore Limassol Limited is a private company registered in Cyprus with fegistered number HE203824. A
list of the company's officers is available at the Ariel Corner, 1st Floor, 0fﬁc_e'101,-196 Arch. Makarios Avenue,
CY-3030 Limassol. Cyprus the company's principal place of business and registered office. An Independent
member firm of Moore Global Network Limited - member firms is principal ¢ities throughout the world.
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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 relevant QRTs of the Solvency and Financial Condition Report section of
our report. We are independent of the Company in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code) together with the ethical requirements
that are relevant to our audit of the relevant QRTs of the Solvency and Financial Condition
Report in Cyprus, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to the ‘Valuation for solvency purposes’ and ‘Capital Management’
sections of the Solvency and Financial Condition Report, which describe the basis of
preparation. The Solvency and Financial Condition Report is prepared in compliance with the
Framework, and therefore in accordance with a special purpose financial reporting
framework. As a result, the Solvency and Financial Condition Report may not be suitable for
another purpose. Our opinion is not modified in respect of this matter.

Other information

The Board of Directors is responsible for the Other information. The Other information
comprises certain narrative sections and certain QRTs of the Solvency and Financial
Condition Report as listed below:

Narrative sections:

e Business and performance
e Valuation for solvency purposes
e Capital management

QRTs (contained in Annex | to Commission Implementing Regulation (EU) No 2015/2452 of 2
December 2015):

e S5.05.01.02 - Premiums, claims and expenses by line of business
e S5.19.01.21 - Non-Life insurance claims Information
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Our opinion on the relevant QRTs of the Solvency and Financial Condition Report does not
cover the Other information listed above and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the Solvency and Financial Condition Report, our
responsibility is to read the Other information and, in doing so, consider whether the Other
information is materially inconsistent with the relevant elements of the Solvency and
Financial Condition Report, or our knowledge obtained in the audit, or otherwise appears to
be materially misstated. If, based on the work we have performed, we conclude that there
is a material misstatement of this Other information, we are required to report that fact. We
have nothing to report in this regard.

Responsibilities of the Board of Directors for the Solvency and Financial Condition Report

The Board of Directors is responsible for the preparation of the Solvency and Financial
Condition Report in accordance with the Framework.

The Board of Directors is also responsible for such internal control as the Board of Directors
determines is necessary to enable the preparation of a Solvency and Financial Condition
Report that is free from material misstatement, whether due to fraud or error.

In preparing the Solvency and Financial Condition Report, the Board of Directors 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 the Board of Directors either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the relevant QRTs of the Solvency and Financial
Condition Report

Our objectives are to obtain reasonable assurance about whether the relevant QRTs of the
Solvency and Financial Condition Report 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 it 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 the Solvency and Financial Condition Report.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
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e Identify and assess the risks of material misstatement of the relevant QRTs of the
Solvency and Financial Condition Report, whether due to fraud or error, 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.

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.

e Evaluate the appropriateness of the basis of preparation used and the reasonableness of
accounting estimates and related disclosures made by the Board of Directors.

e Conclude on the appropriateness of the Board of Directors’ 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. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the Solvency and Financial Condition Report 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.

We communicate with the Board of Directors 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.

Other Matter
Our report is intended solely for the Board of Directors of the Company and should not be

used by any other parties. We do not, in giving this opinion, accept or assume responsibility
for any other purpose or to any other person to whose knowledge this report may come to.

[ | J / }
[/ V&‘&'f@ Angas / honi el

Moore Limassol Limited
Certified Public Accountants and Registered Auditors

Limassol, 4 April 2022
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