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APPROVAL

Approval by the board of directors of the Group Solvency and Financial Condition Report
(*SFCR”) for the financial year ending 31 December 2024 for Riverstone Malta Holdings
Limited, the Holding Company of the RiverStone Malta Insurance Group.

We acknowledge our responsibility for preparing the Group Solvency and Financial
Condition Report in all material respects in accordance with the MFSA Rules and the
Solvency Il Regulations.

We are satisfied that:
a. Throughout the financial year in question, the RiverStone Malta Insurance Group
has complied in all material respects with the requirements of the MFSA rules and

Solvency Il Regulations as applicable to RiverStone Insurance (Malta) SE; and

b. [t is reasonable to believe that RiverStone Insurance Group has continued to
comply subsequently and will continue to so comply in the future.

Andrew Creed [uke Tanzer C//
Director Director
RiverStone Holdings Malta Limited RiverStone Holdings Malta Limited

26th March 2025
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1. INTRODUCTION

1.1 Basis of Preparation

The Group Solvency and Financial Condition Report (‘GSFCR”) has been produced in
accordance with the requirements of Solvency Il legislation.

This GSFCR is applicable to the financial year ending 31 December 2024 (the “reporting
period”) and was approved by the Board on the 4t March 2025.

The board of directors of Riverstone Holdings Malta Limited (‘RHML”) (the “ HoldCo
Board”) would like to bring to the attention of the readers that the RMSE Group Solvency
& Financial Condition Report (Holding & Insurance Undertaking or “Group”) does not
materially differ from the RMSE Solo Solvency & Financial Condition Report (Insurance
Undertaking). This is due to the fact that the only two companies within the Insurance
Group are the Insurance Holding Company, Riverstone Holdings (“Malta”) Limited
(‘RHML") and the Insurance Undertaking (‘RMSE”). Therefore this Group SFCR
incorporates information at the level of the Riverstone Insurance Malta Insurance Group
as well as solo SFCR information for its subsidiary Riverstone Insurance (Malta) SE.

The reporting currency of RiverStone Insurance Group (or the “Group”) is Euro (“€”).
Any amounts referenced in this report are in EUR unless specifically stated otherwise.

2. SUMMARY

2.1 Business and Performance

RHML, whose ultimate parent is RiverStone International Holdings Limited (‘RIHL”), a
company registered in Jersey, is the parent of RMSE.

The principal activity of RHML is to act as Holding Company of the operating entity within
the Insurance Group, RiverStone Insurance Malta SE (‘RMSE’). In turn, the principal
activity of RMSE is the timely and economic run-off of the liabilities associated with
insurance and reinsurance business previously written.

For the year ending 31 December 2024 RMSE reported a loss for the financial year of
€2.8 million (2023: €3.2 million loss). As of 31 December 2024, total equity amounted
to €13.6m (2023: €13.9m).

The Insurance Holding Company solely holds shares in the Insurance Undertaking. No
trading takes place within the Insurance Holding Company except that of holding shares
in the sole subsidiary which is the Insurance Undertaking.

The bases, methods and main assumptions used at the Group level for the valuation for
solvency purposes of the Group's assets, technical provisions and other liabilities are
consistent with those used by the Insurance Undertaking for the valuation for solvency
purposes of its assets, technical provisions, and other liabilities.
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Asset (EUR) Liabilities (EUR) Eligible Capital
(EUR)
Group (Holding & Insurance Undertaking) 107,591,226 94,784,051 12,807,174
Solo {Insurance Undertaking) 107,510,829 94,496,883 13,013,945
Variances 80,397 287,168 -206,771

The method of calculation of the Solvency at the level of the Group has been carried out
in accordance with Method 1 — Accounting consolidation-based method (default
method) in line with Article 230 of the Solvency Il Directive.

The Insurance Holding Company does not carry out insurance business and therefore
the risks calculated under the standard formula for the purposes of the Group Solvency
Capital Requirement are identical to Solvency Capital Requirement (“SCR") risks at
Insurance Undertaking level except for the counterparty default risk on the Insurance
Holding Company’s cash and investments. The SCR cover at the Group level is 193%
whereas at the Insurance Undertaking level the SCR cover is 196% as per below table.

% Cover SCR (EUR) E"g"zfuia)pita'
Group SCR Cover {Holding & Insurance undertaking) 193% 6,634,028 12,807,174
Solo SCR Cover (Insurance Undertaking) 196% 6,624,247 13,013,945
Variance -3% 9,781 -206,771

There are no restrictions with regard to the fungibility and transferability of owns funds
eligible for covering the Group Solvency Capital Requirement. A full consolidation of
data of the Insurance Holding Company and the Insurance Undertaking was carried out
hence no other method of consolidation referred to in Article 336 of EU Regulation
2015/35 has been used. There were no Group diversification effects that were availed
of in view that the consolidation only entailed the Insurance Holding Company and the
Insurance Undertaking.

Given that the substance of the group is vested within RMSE as the operational
Insurance entity within the group and the RMSE Board, any mentions of (“the Board”)
hereafter will be taken to mean the RMSE Board. Any reference to systems of
governance and risk profile will similarly in substance refer to RMSE’s activity.

Capital levels were, and remain, in excess of management and regulatory capital
requirements.

2.2 System of Governance

RMSE is committed to high standards of corporate governance and maintains a strong
framework for the control and management of the business.
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RMSE has established and maintained effective systems of governance which provide
for sound and prudent management. There is a clear and well-defined organisational
structure with clear, consistent and documented lines of responsibility. The Board and
staff have the skills, knowledge and expertise to fulfil their allocated responsibilities.
RMSE’s information systems produce sufficient, reliable, consistent, timely and relevant
information on all business activities, commitments assumed and risk exposures.
Adequate risk management, compliance, internal audit and actuarial functions are
established and maintained. RMSE’s system of governance is considered to be
proportionate to the nature, scale and complexity of the Company’s business.

2.3 Risk Profile

RMSE has an embedded dynamic risk review framework that identifies, assesses and
reports risks that, on an ongoing basis, could have a material adverse impact on its
business activity, its financial position or results and its ability to meet its strategic
objectives. The following risks, constituted within the adopted RMSE risk taxonomy,
defines the current risk profile of the business:

e Insurance risk, being the potential for financial loss due to uncertainties related
to insurance and reinsurance obligations comprising primarily of reserve risk.
The latter results from uncertainty around the estimation of the frequency,
severity and timing of future claims and indemnity payments which could result
in reserves being insufficient to make up for the uitimate cost of the claims;

e Capital Risk, captures the risk of shortfall in capital to meet regulatory
requirements or expectations: encompassing both capital level and capital model
risk. These being the risk of the entity’s own funds falls below the level acceptable
by the board and the inadequate assessment of capital required through use of
the entity’s capital calculation methodology.

» Market risk embodies the risk of financial loss due to adverse movements or
volatility of market prices of financial instruments in the financial market.

o Credit risk constitutes the risk of financial loss arising from unexpected default,
delays in payment, and/or deterioration in the credit standing of the
counterparties relating to reinsurance assets, securitisations and derivatives as
well other debtors and insurance intermediaries. This also captures any potential
for financial loss arising from the deterioration in the value of the Reinsurer's
assets held in collateral.

» Liquidity risk comprising the potential for difficulties around RMSE’s ability to
meet its financial obligations in full and in a timely manner in normal and/or
stressed environment or is forced to do so in a manner that results in material
financial losses.

» Regulatory and Legal Risk captures the risk of not complying with applicable
laws, regulations or legal actions which may result in fines, censure, loss of
authorisation or other negative ramifications

» Operational risk captures the potential for direct or indirect losses stemming
from inadequate internal processes, people, and systems or from external
events. This includes amongst others; claims settlement, cyber and data integrity
risks and security risks.

Page 7 of 60



o Strategic risk, including climate change and sustainability risks, arise from the
inability to effectively deliver on the RMSE business strategy and deliver
RiverStone Group’s objectives.

The risks arising from any of the business activities are managed in line with the Risk
Management Framework to protect policyholders and maximise shareholder value.
This established framework addresses all the risks surrounding the RMSE’s past,
present, and future activities.

Capital is held to allow for risks that RMSE is exposed to and is calculated using the
Standard Formula.

2.4  Valuation for Solvency Purposes

RMSE values its assets and liabilities in accordance with Solvency Il principles. There
have been no changes in the approach to the valuation for solvency purposes during
the reporting period.

2.5 Capital Management

RMSE maintains policies and procedures which set out how capital management is
undertaken. On a Solvency Il valuation basis, RMSE holds unrestricted Tier 1 capital
only. RMSE'’s available and eligible capital has remained in excess of the Solvency and
Minimum Capital Requirements during the reporting period.

There have been no other changes in the approach to capital management during the
reporting period.
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3. BUSINESS AND PERFORMANCE

3.1 General Information

3.1.1 Name and Legal Form

RiverStone Insurance (Malta) SE is a private company incorporated in Malta with
registration number SE2. The registered address of RiverStone Insurance (Malta) SE
is:

RiverStone Insurance (Malta) SE
Aragon House

Dragonara Road

St. Julian’s

STJ 3140

Malta

3.1.2 Supervisory Authority

RMSE'’s supervisory authority responsible for financial supervision is the Malta Financial
Services Authority (MFSA), whose contact details are below:

Malta Financial Services Authority
Insurance and Pensions Supervision Unit
Notabile Road

Attard BKR3000Malta

3.1.3 External Auditor

RMSE's external auditor for the reporting period were Deloitte Audit Limited (“Deloitte”),
whose contact details are below:

Deloitte Audit Limited

Deloitte Place

Trig I-Intornjatur, Zone 3

Central Business District, CBD 3050
Birkirkara

Malta
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3.1.4 Shareholder and Ultimate Parent Company

The immediate parent companies of RMSE are RiverStone Holdings (Malta) Limited, a
company with registered address at Aragon House Dragonara Road, St Julian's, STJ
3140, Malta (99.99999% ownership) and Gemini HoldCo Limited, a company with
registered address at 6" Floor, 2 Grand Canal Square, Dublin D02 A342, Ireland
(0.000001% ownership).

The ultimate holding company is RiverStone International Holdings Limited (“RiverStone
International”), a private limited company incorporated in Jersey at the registered
address at 27 Esplanade, St Helier, Jersey, JE1 1SG. The majority of the shares in
RiverStone International are held by CVC Capital Partners Strategic Opportunities Il LP.

3.2 Business

3.2.1 Business Profile

RMSE’s primary focus is on the economical and timely runoff of its existing portfolios of
runoff business.

RMSE comprises a variety of London market and European portfolios of both
reinsurance and direct business, including significant long-tail exposures. The lines of
business of RMSE are diverse and mature. The Company used to underwrite business
under the following classes of business:

Class 1 — Accident (I/R)

Class 2 — Sickness (I/R)

Class 4 — Railway Rolling Stock (I/R)
Class 6 — Ships (I/R)

Class 7 — Goods in Transit (I/R)

Class 8 — Fire and Natural Forces (I)
Class 9 — Other Damage to Property (1)
Class 12 — Liability for Ships (I/R)
Class 13 — General liability (I/R)

Class 15 — Suretyship (1)

Class 16 — Miscellaneous financial loss (I/R)

3.2.2 Significant Business Events

RiverStone International is a leading global non-life run-off insurance business specialist
with more than 25 years of experience helping insurers release capital, streamline their
operations and reduce volatility from legacy property and casualty books. During the
year-ended no acquisition activity took place in RMSE. Riverstone Malta is no longer
actively pursuing the acquisition of further portfolios of run-off business. The Company
intends to explore a cross-border merger with an affiliated Group company during 2025.
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The former Argo Re Quota Share Agreement which had provided for the cession of 90%
of the claims development result (net of inuring reinsurance) to Argo Re was commuted
on the 3 June 2024. In replacement, an equivalent term 90% Quota Share Agreement
with Intra-Group affiliate reinsurer Riverstone International Bermuda Limited (‘RIBL’)
was entered into during the year then ended. The agreement provides RMSE with
sufficient Credit Risk mitigation arising through its collateralisation requirement: That is,
the agreement requires that assets equivalent to a 100% of ceded recoverable assets
are to be held in a secure collateral account in trust by an independent third-party
trustee.

Ahead of the “Digital and Operational Resilience Act (‘DORA’)" (Regulation (EU)
2022/2554 EP) regulation coming into effect in January 2025, RMSE undertook a DORA
preparedness exercise. DORA is a comprehensive piece of legislation that recognises
the complexity of subject entities’ IT systems and provides for the reinforcement and
documentation of the risks, controls and recovery & mitigation inherent to ICT- driven
business insurance services. This exercise assessed the entity’s ability to comply with
the new requirements and set out a plan towards ensuring compliance by the
implementation date of January 17" 2025.

3.2.3 Summary of Financial Performance
In relation to the Riverstone Malta Insurance Group, RMSE recorded a loss for the
financial year of €2.8 million (2023: loss of €3.2 million), driven by net operating

expenses of €0.7 million (2023: €4.6 million), and net favourable reserve development
and investment income.

3.3 Performance of Other Activities

There is no other material information that merits disclosure.

3.4  Other Information

There is no other information to be disclosed within this section.
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4,

41

SYSTEM OF GOVERNANCE

General Information on the System of Governance

411 Governance Structure

The ultimate responsibility for sound and prudent management of the business of the
Company rests with the Board.

The RMSE Board comprises three independent non-executive directors and three
executive directors. The chair of the RMSE Board is an independent non-executive
director. The Board has one Board committee being the Risk & Capital Committee,
whilst the functions of the Audit Committee are carried out by the Board in accordance
with Solvency Il legislation. A number of functions are outsourced by RMSE to a UK
affiliate, RiverStone Group Service Company.

The following matters are reserved to the Board:

set the Company'’s strategy, ensure that the key goals in that strategy are within
agreed risk appetite, and oversee executive implementation of that strategy.

set and monitor the amounts, types and distribution of capital and own funds
ensuring their adequacy to cover the risks of the insurance undertaking.

shall monitor the ongoing solvency and liquidity position, and cash flow forecasts
of the Company.

shall ensure an adequate and effective internal control framework, that includes
well-functioning Risk Management, Compliance and Internal Audit Functions,
and an appropriate financial reporting and accounting framework.

shall ensure that the Company complies with all laws, regulations and
administrative provisions.

establish and maintain a culture of risk awareness and ethical behaviour for the
entire organisation to follow in pursuit of its business goals.

shall ensure a remuneration framework that is aligned to the risk strategies of the
Company.

shall ensure that robust succession plans that recognise current and future
business needs and requirements are in place, and which address unexpected
loss of key individuals and arrangements covering both short- and long-term
situations and requirements.

shall monitor risk exposures and ensure remediation plans are put in place where
risk tolerance is exceeded.

shall monitor the performance of service providers, including the RiverStone
Group Service Company.

The Board shall identify, consider, and manage conflicts of interest. The board
comprises of 3 executive directors (including a managing director) and 3 independent
non-executive directors.
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Executive Committee (“Exco”)

Exco is responsible for the day-to-day management responsibilities in relation to RMSE
and monitoring the performance of run-off services against the Company's business
plan and company goals.

Risk and Capital Committee (‘RCC”)
The RCC has been established by the Board to oversee the Company’'s Risk
Management and Capital position ensuring that risk appetite is appropriate and adhered

to and that key risks are identified and managed. The RCC meets at least four times a
year at appropriate times and otherwise as required.
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Roles and Responsibilities

Setting the company’s strategy

Monitoring the ongoing solvency and liquidity position of RMSE
Ensuring the company complies with all laws and regulations
Establishing a culture of risk awareness

Monitoring risk exposures

Ensuring that robust succession plans are in place
Monitoring the performance of service providers
Identifying, considering and managing conflicts ol interest

Second Line of Defence

Third Line of Defence

Monitoring the effectiveness of the
Company’s risk framework
Satisfying itsel [ that an appropriate
risk culture is embedded within the
Company

Monitoring and overseeing RMSE’s
risk profile

Reviewing and making
recommendations to the RMSLE
Board on risk appetites and
lolerances

Ensuring management have
identified and considered all key
risks

Reviewing the effectiveness of the
Company’s Risk Management
FFunction

Keeping under review the
appropriateness of RMSE's ORSA
Oversight of capital management
including making recommendations
to the Board as appropriate

Monitoring the integrity of
[inancial statements
Keeping under review the
adequacy and effectiveness
of RMSE s internal
financial controls
Considering and making
recommendations to the
Board and Group Audit
Commilttee, in relation to
the appointment and
removal of the external
auditor

Reviewing the annual audit
plans

Monitoring the
cflectiveness of RMSE’s
Internal Audit function

Key Functions

The following table sets out the key functions for RMSE. This includes actuarial, risk
management, compliance and internal audit, which have the necessary authority,
resources and operational independence to carry out their tasks. This is ensured
through being enshrined within their respective function terms of reference which are
reviewed and approved by the Board. The functions have delegated responsibilities
from the Board and the relevant committees. RMSE did not employ individuals to
perform the Internal Audit or Compliance functions directly.
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A formal outsourcing agreement was in place with the RiverStone Group service
company, to provide Internal Audit resource. In the case of Compliance, this was
outsourced. Both the Risk and Actuarial Functions were held by a Fellow of the Institute
of Actuaries approved by the MFSA as the dual function-holder, who has sufficient
competence and experience to carry out the respective roles.

On minimum of a bi-monthly, and ad-hoc basis if merited, a report is produced by each
function head and reviewed by Exco. The appropriateness of resource across all
functions is reviewed monthly by Exco. The RiverStone Group service company
maintains authority schedules which set out the authorities relevant to each function
head and their departments to enable them taco manage their functions and their
operations effectively.

Reporting from the key functions to the Board is through Board members having access
to the Exco reports and through the Board determining what specific reporting they
require at Board meetings.

¢ Coordination of the calculation of technical provisions

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

* Assessing the sufficiency and quality of data used in the calculation of technical provisions

¢ Comparing best estimates against experience

e Informing the Board and management on the adequacy of the calculation of technical provisions

Actuarial

¢ Delivering and reporting on the Board agreed annual Compliance plan
Compliance ¢ Advise management on compliance with laws and regulations
* Assess possible impact of any significant changes in the legal environment

e Delivering and reporting on the Audit Committee recommended and approved annual Internal Audit plan.

Internal Audit e Evaluating the adequacy and effectiveness of all functions within the firm

o Delivering and reporting on the Risk & Capital Committee recommended, Board agreed, annual Risk
Management Plan

Risk Management| | e Document and communicate the Risk Management Plan to embed within business

¢ Develop and review Risk Management strategies and policies

¢ Design and produce ORSA processes and documents

4.1.2 Material Changes in the System of Governance
There were no material changes to RMSE'’s system of governance structure

throughout 2024, with the exception of the appointment of an independent non-
executive director on 04/01/2024.
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4.1.3 Remuneration

The principles of RMSE’s remuneration policy are:

Recruit and retain high calibre employees who are equipped with the correct skills
and knowledge required in order to deliver its strategic objectives

Ensure that salaries and benefits remain competitive with other companies in its
market sector and geographical location

Ensure that the contribution of its employees in achieving the Company goals is
recognised and rewarded in a manner that both enhances service delivery and
is consistent with the long-term interests of the Shareholder. The measurement
of performance takes into account any activities that could have an adverse effect
in the future or where there is evidence that activities in previous years have
caused deterioration in the current year

Achieve equity, fairness and consistency in the operation of reward policies and
procedures

Ensure that any material risks linked to remuneration arising at the level of the
RiverStone Group are considered and managed

To pay bonuses which are a fair reflection of individual performance against both
the Company and Departmental goals and the overall company performance,
whilst also taking account of key personal qualities and responsibilities

To ensure that the fixed or guaranteed component represents a sufficiently high
proportion of the total remuneration to avoid employees being overly dependent
on the variable components, and to allow RMSE to operate a fully flexible bonus
policy, including the possibility of paying no variable component

To create an environment where employees recognise that good performance
and behaviours are rewarded appropriately and that bonuses are not paid
automatically

To pay a market rate which is comparable to similar roles within both the financial
services industry and the local employment market

To recognise that our employees are appropriately skilled in their respective fields
and, as such, deserve appropriate reward for their respective individual
contributions to the Company’s performance

To assist in the retention of our employees

Performance related bonus is the main variable element of remuneration and is awarded
dependent on performance for the calendar year prior to the date on which the bonus is
paid. Factors taken into account include; individual performance, contribution to
appropriate risk management, contribution to performance against specific, measurable
pre-set Company and Departmental goals, and the wider performance of the RiverStone
Group.

There are no supplementary pension schemes.

The remuneration structure is designed to protect the long-term interests of the
company, promote sound and effective risk management, and prevent excessive risk

taking.
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4.1.4 Material Transactions during the Reporting Period
The prior-mentioned commutation of the former Argo Re 90% Quota Share agreement

and the inception of the RIBL 90% Intra-Group Quota Share arrangement comprise the
material transactions for the year.

4.2 Fit and Proper Requirements

4.21 Requirements Concerning Skills, Knowledge and Expertise

RMSE ensures that those individuals who hold a regulated position within the scope of
the rules established by the MFSA have the required skills, knowledge and expertise
through:

o ldentification of the requirements of the role, including qualifications, and creation
of a role profile

L Background checks in line with ‘Fit and Proper’ guidelines

. Annual monitoring of competencies and capabilities

. Annual appraisal process

4.2.2 Assessment Process for Assessing Fitness and Propriety

An initial assessment of fithess and propriety is performed to ensure the individual is fit
and proper to carry out the role they have been nominated or interviewed for.

The following minimum standards are considered when assessing fitness and propriety:

e Experience in the market for the role they are carrying out

e Any previous regulatory applications or positions held

¢ Regulatory References (for relevant jurisdictions) or employment references
generally documenting any previous conduct matters

¢ Criminal record checks

e Completion of the Fit and Proper Questionnaire

» Assessment against the relevant Conduct Standards

e Annual fit and proper reassessment

All in-scope individuals are subject to an annual fit and proper reassessment to ensure
they continue to meet the standards of fithess and propriety.

Collective fitness of the Board is undertaken by RMSE through an annual board
effectiveness review process. This consists of a ratings-based questionnaire that all
members complete to assess the Board’s performance, effectiveness and how it could
be improved. The board effectiveness review is externally facilitated on a three-year
basis.
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4.3 Risk Management System including the Own Risk and Solvency
Assessment

4.3.1 Risk Management Framework

RMSE employs one MFSA-approved individual to manage the Risk Function, in
coordination with the wider Group Risk Function. The Risk Management Function
reports to the Risk and Capital Committee (RCC) and to the Board of Directors and is
responsible for delivering an annual, Board approved Risk Management Plan for RMSE.
Amongst other strategic risk management documents, RMSE has in place a risk
management framework, comprising strategies, processes, and reporting procedures.
These components identify, measure, monitor, manage and report on the risks to which
RMSE is exposed, and consider their interdependencies. These processes operate on
an individual basis but are considered on an aggregate level within the context of the
risk appetites and the ORSA reports.

Identification

RMSE's risk management processes seek to ensure all risks to which RMSE is exposed

are identified and monitored. As at the reporting date, the following key processes were

in place:

. Board approved Key Risks, with associated Risk Appetite Statements and
monitoring in place to ensure RMSE remains within Risk Appetite. With a
minimum annual re-confirmation and revision process in place.

. Monitoring of key risk indicators on a monthly basis and a minimum annual risk
and control attestation process.

. Oversight and review of the Risk Management Framework by the RCC to ensure
it is appropriate and all key risks are identified.

. Recording and monitoring of risk events, with onwards reporting to oversight
bodies as appropriate.

. No blame risk culture, with training provided to all employees on the importance

of risk event reporting.

Measurement

Risks are assessed against an impact/probability matrix on both an inherent (without
any form of controls) and residual (with existing controls and their effectiveness) basis,
with an overall rating provided for reporting purposes.

Monitoring

It is the responsibility of the individual risk owners to monitor the risks that they are
responsible for, including the effectiveness of the associated controls. The Risk Function
supports risk and control owners in their monitoring responsibilities via regular meetings,
attestations and an annual risk review at a minimum, providing sufficient challenge and
interaction. This also includes ad-hoc Risk assessments and deep-dives for specific
events / identified emerging risks of business importance.
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Management

It is the responsibility of the individual risk owners to ensure that all risks are cost
effectively mitigated on a net basis, and that any associated metrics do not breach
RMSE's risk appetite. This is achieved through a variety of methods, including the
regular review, facilitate by the Risk Function, of the metrics for each Risk Appetite.

The key governance bodies in RMSE's risk management process are set out below:

. The Board: responsible for setting business and risk strategy and ensuring the
principal risks and uncertainties facing the Company are managed;

) Risk and Capital Committee (RCC): responsible for the oversight of the
Company’s risk management framework and monitoring that the Company is
operating within the risk appetites approved by the Board;

o Exco: responsible for the oversight and review of key deliverables and updates
from the Risk Management Function.

Reporting

The Risk Management Function reports on a minimum bi-monthly frequency, and on an
ad-hoc basis as needed to the Exco and quarterly to the RCC and the RMSE Board.
This reporting encompasses:

) Key risk developments;

. The status of critical risk indicators, which provides an early warning system for
where a key risk may crystallise;

Any control deficiencies

Risk events and near-misses that have occurred;

Any risk appetite breaches or ORSA triggers;

The status of identified emerging risks;

General risk developments and trends; and

Appropriateness of Standard Formula regulatory capital and ORSA reports.

Implementation and Integration

To implement the risk management framework, RMSE has a Risk Management
Framework Document which outlines the approach taken by RMSE in relation to risk
management.

Risk management is implemented and integrated into the organisational structure and
decision-making processes of the Company. The Board has ultimate responsibility for
ensuring the effectiveness of the risk management system, setting risk appetite and
overall risk tolerance limits, as well as approving the main risk management strategies
and policies.

The RCC has been established to support the RMSE Board and provides independent

oversight of the Risk Management function. The role of the RCC is further described in
Section 4.1.1.
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A report is provided to the RCC on a quarterly basis which provides information on the
risk profile, risk appetite status, key risks and the activities of the Risk Management
Function. This allows the RCC to ensure the continued effectiveness of the risk
management framework. The RCC in turn report to the Board.

Risk Management Function

RMSE has in place a Risk Management Function with responsibility for delivering the
risk management service across the business, with specific responsibilities for:

. Facilitating Board review and agreement of risk appetites and risk tolerances;

) Monitoring the overall risk profile against the risk appetites and tolerances and
Key Risk Indicators KRIs). This includes assessing the accumulations of risk,
trends, and risks from internal and external market changes, including any
changes in risk profile that may necessitate the completion of an out of cycle
ORSA Report;

) Drafting risk policies and risk management standards for Board review and
approval,

. Coordinating the preparation of the ORSA, apportioning and co-ordinating the
responsibilities of those who are involved in the ORSA as required, together with
assisting with capital modelling from time to time;

. Developing and implementing the risk framework;

. Developing and distributing tools, techniques, methodologies, common risk
language, risk framework, analysis, reporting, communication and training;

. Escalating high priority issues, including key risk events, to the Exco, the RCC
and the Board;

. Collating, challenging and reporting on aggregate risk profile, control
effectiveness and actions taken to the Board, the RCC and the Exco;

) Ensuring that risks that have been identified as potentially material are reported
on to the Board,;

o Ensuring that specific areas of risk are reported to the Board and the RCC either
on its own initiative or following requests from the Board or the RCC, and

. Advising and coaching management and staff on risk management.

Internal Model

RMSE does not currently operate an approved Internal Model but instead uses the
Solvency Il Standard Formula framework to calculate its regulatory capital in the ORSA
exercise.

4.3.2 Own Risk and Solvency Assessment

During the reporting period an ORSA report was produced and submitted for RMSE.

The ORSA process operates continuously and provides evidence to support the Board
required confirmatory statement and ORSA Report approval.

The key stages of the current ORSA process are detailed below:
o Review of the risks on the risk register
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Considerations of any new and emerging risks

Quantification of risks

Business Planning and Risk Appetite Review

Calculation of the capital required

Stress and scenario testing planning and undertaking

ORSA Report prepared capturing the results of the above tasks

ORSA Report reviewed and challenged by RMSE'’s Executive Committee
(“Exco”) prior to final approval by the Board

Submission of the final Board approved report to the MFSA

The Board is engaged throughout the year in respect of the ORSA process, including
the review and scrutiny of the Business Plan, oversight of the risk framework, approval
of the Stress & Scenario tests, review of the financials including the Standard Formula
SCR calculations. These elements are part of the ORSA process which culminates in
the production of the ORSA Report.
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4.4 Internal Control System

4.4.1 Internal Control System

The following diagram illustrates the key components of an internal control system as
captured in the entity’s internal control policy,

Control Environment I

Control Governance l

Control Assessment, Monitoring, Reporting and Improvement J

]
|

Controls Design and Operation

|
L
{
|

First Line of Defence Second Line of Defence Third Line of Defence
Business Operating Procedures o
. . Risk Management
Business Policies - Internal Audit
(Audit plan provides independent assurance
Business Objectives Compliance over the control environment)
Business Function
The control framework is made up of:
o The control environment - the culture and organisational structures that support
sound internal control;
o Control governance activity - the roles and responsibilities that provide oversight
of internal control;
o Control assessment, monitoring and reporting activities - supporting the oversight
and governance of internal control; and
o Control design and operation - outlining the elements of effective control design

and operation.

In order to ensure the ongoing effectiveness and efficiency of the control framework a
“three lines of defence model” in in operation.

Controls are first and foremost the responsibility of the business and relevant line
management, i.e., the ‘first line of defence’. As the first line of defence, line management
is responsible for monitoring day to day adherence to this Framework within its area of
jurisdiction.

Assurance, which is also referred to as quality assurance or the ‘second line of defence’,
is partly provided by specialist employees who are independent from business line
management and partly outsourced to a third-party service provider. The Assurance
functions are Risk Management and Compliance. The Risk Function approved
individual holds the regulated function, whilst the Compliance Function is outsourced,
supported by a RiverStone Group service company.
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Principal responsibilities include risk assessment, monitoring, benchmarking, and
challenge where appropriate. Second line of defence assurance functions monitor
adherence to this Framework. Material risk events are reported to Exco, the RCC, and
the Board as appropriate.

The third line of defence is provided by Internal Audit. The primary role of the Internal
Audit department is an independent, objective assurance activity designed to add value
and improve the operations. It accomplishes its objectives by bringing a systematic,
disciplined approach to evaluate and improve the effectiveness of risk management,
control, and governance processes. Further information on how Internal Audit operates
and maintains its independence is provided in Section 4.5. All persons in the second
and third line of defence, as described in the diagram above, are independent of the
business.

4.4.2 Compliance Function

RMSE has in place a dedicated Compliance Function which operates in accordance
with an annual, Board approved Compliance Plan. Work undertaken by the Compliance
Function and progress in achieving the annual plan is reported monthly to the Exco and
quarterly to the Board.

The compliance function is responsible for:

o ldentifying, documenting, and assessing compliance risks of the business and
identifying processes and controls to be implemented to mitigate these risks.

. Ensuring adherence with policies and procedures and with the highest ethical
standards in all business activities.

. Understanding and advocating rules, regulations and laws and the effective
management of compliance risk.

. Proactively working with and advising the business on the management of

compliance risk.

The Compliance Function holder reports on a regular basis to the Board on compliance
matters. If any material compliance breaches or deficiencies are identified, the
Compliance Function Holder reports on the corrective measures recommended to
address them, and on corrective measures already taken.

In undertaking its role, the Compliance Function has the authority and ability to
communicate with any staff member on its own initiative and be able to access any
records necessary for it to fulfil its role.

Terms of Reference

The Compliance Function Terms of Reference defines the responsibilities,
competencies, and reporting duties of the Compliance function.

In line with this policy, the Compliance function:
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o Drafts compliance policies and standards for Board and/or senior management
review and approval, as appropriate

. Leads the development and implementation of a compliance framework across
the business

. Identifies and assess compliance risks held within RMSE's risk register

. Develops and distribute tools, techniques, methodologies, common compliance
language, compliance framework, analysis, reporting, communication, and
training

o Escalates high priority issues, including key risk events, to senior management
and the Board; and

. Collates, monitors, challenges and reports on control effectiveness and actions

taken to the Exco and the Board

The Terms of Reference are reviewed annually, initially by the Compliance Function
holder and then the Board. The Compliance Policy was reviewed and re-approved by
the Board during 2024 and it will continue to be regularly reviewed as necessary but at
least once annually.

4.5 Internal Audit Function

4.5.1 Internal Audit Function

The role of Internal Audit is to aid the Board and executive management to protect the
assets, reputation, and sustainability of the organisation.

RMSE is serviced by the Group Internal Audit Function (“Function”), governed by the
Group Internal Audit Charter and Internal Audit Mandate, adopted and approved by the
RMSE Audit Committee and Board.

The Function uses a risk-based approach to establish its annual Internal Audit plan
(Plan). This risk-based approach is supported by an audit universe, to ensure there is
adequate coverage of business activities (with a particular focus on the higher risk areas
of the business). The Plan is formally approved by the Audit Committee and
subsequently reviewed at least quarterly (with any changes approved by the Audit
Committee).

The Function identifies the key risks relevant to the scope of each audit (on the Plan).
The Function tests the adequacy and effectiveness of the controls - as owned and
operated by the business - that mitigate those risks. An Internal Audit report is provided
to the relevant members of ExCo and the Audit Committee upon completion of the audit.
Findings are included in the report along with the agreed management actions to
address the findings.

Internal Audit tracks the progress and completion of agreed management actions.
Internal Audit reports the status of agreed management actions at the monthly ExCo
meetings and the quarterly Audit Committee meeting.

The Function derives its ultimate authority from the RMSE Board via delegation to the
Audit Committee. The Group Head of Internal Audit reports functionally to the Chair of
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the RMSE Audit Committee to maintain independence and administratively (and for the
purpose of executive communication) to the RMSE managing Director and Group Chief
Executive Officer. The Group Head of Internal Audit has direct access to the Chair of
the Audit Committee.

4.5.2 Internal Audit Independence

To ensure independence, the Internal Audit Charter requires that the Function:

) Remains free from interference over audit selection, scope, procedures,
frequency, timing, or report content;

o Has no direct operational responsibility or authority over any of the activities
audited,;

. Exhibits professional objectivity in gathering, evaluating, and communicating
information;

. Considers the use of external resource where required to preserve independence
or to ensure sufficient expert knowledge of the audit subject matter;

. Will confirm to the Board, at least annually, the organisational independence of
Internal Audit; and

. Holds regular sessions with the Board where executive management is not
present.

Any potential impairment to independence and/or objectivity of the Internal Audit
function is reported directly to the Board.

4.5.3 Assuming Other Key Functions

Individuals within the Internal Audit Function have not performed any other role.
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4.6 Actuarial Function

RMSE has in place a separate Actuarial Function to undertake the following
requirements:

o The coordination of the calculation of technical provisions;

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

o Assessing the sufficiency and quality of the data used in the calculation of
technical provisions;

J Comparing best estimates against experience,;

. Informing the Board of the reliability and adequacy of the calculation of technical
provisions; ;

. Overseeing the calculation of technical provisions in the cases set out in the
Solvency |l Regulations;

J Expressing an opinion on the overall underwriting policy;

o Expressing an opinion on the adequacy of reinsurance arrangements; and

J Contributing to the effective implementation of the risk-management system, in

particular with respect to the risk modelling underlying the calculation of the
capital requirements.

During the year the Actuarial Function continued to be carried out by the MFSA-
approved Actuarial Function Holder employed by the Company. The Actuarial Function
holder remains supported by an outsourcing arrangement with a RiverStone Group
Service Company who have a variety of experienced actuaries comprising their own
Actuarial Function.

The Actuarial Function maintains open communication with other Functions in the

undertaking of their role and reports to the Exco through the Managing Director and to
the Board, as required.

4.7 Qutsourcing

4.7.1 Outsourcing Policy

In fulfilling its business objectives RMSE continuously explores and, where appropriate,
implements organisational changes that improve efficiency and effectiveness.

RMSE only approves proposals to outsource where the proposal is supported by a clear
and achievable business case, and where the due diligence requirements set out in the
Third-Party Services policy have been met.

Any proposals to outsource must include:

o A full appraisal analysis that takes into account both economic factors and the
potential impacts on the business operation and affected staff.
. Evaluation of all material factors that would impact on the ability of the provider

to perform its services including technical ability, financial resources, and
business continuity plans.
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. An assessment of the provider's control environment, which should meet all
relevant regulatory requirements.

) A legally binding agreement which sets out terms and conditions relating to
compliance, confidentiality, and disclosure of circumstances likely to prejudice
delivery, information sharing, access and suitable cancellation rights. A detailed
list of recommended contract provisions followed is set out in the Third-Party
Services Policy.

. Details of adequate risk mitigation practices which are in place for the effective
oversight, management and control of outsourcing arrangements and the ability
to identify potential problems at an early stage.

Management of the outsource provider includes the regular monitoring of the applicable
service level agreements by the designated relationship owner. These cover the key
contractual commitments and specify minimum levels of performance. Any major issues
concerning the performance of the outsource provider are escalated to the Board.

Intra Group outsourcing agreements are subject to the same level of diligence and
monitoring as third-party service providers. The terms are negotiated and agreed on an
arm’s length basis.

4.7.2 Outsourcing of Critical or Important Functions or Activities

RMSE outsources the majority of first line of defence activities to RiverStone Group
Service Company. Through this outsourcing agreement, the service company
undertakes the work in relation to the key functions of RMSE outlined in Section 4.1.
The Board maintains oversight over group-affiliated services in relation to the
outsourced activities and the terms of the agreement are set out in an outsource
agreement in place between RMSE and the RiverStone Group Service Company. In
addition, RMSE outsources its Compliance Function to a Maltese licensed Insurance
manager. Through this Agreement, the designated Compliance Function Holder is
required to perform work in accordance with the Compliance Plan approved by the
Board on an annual basis.

4.8  Other Information

There is no additional material information regarding the system of governance that
should be disclosed.
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5. RISK PROFILE

5.1 Insurance Risk (including Underwriting Risk)

RMSE is in run-off and envisages no further acquisition activity for the immediate future.
Currently however, the Surety business has some policies with mandatory renewals that
need to be appropriately underwritten. RMSE stays on the risk for these contracts until
they expire, or the policy holders choose not to renew. Any potential merger and
acquisition activity is subject to granular due diligence and a risk assessment. The
completion of any merger or acquisition is subject to Board, Shareholder and Regulatory
approval.

Underwriting Risk is classified by RMSE as part of Insurance Risk, which includes
reserving. As underwriting is subject to case-by-case specific activity the remainder of
this section concentrates on Reserving Risk, as part of Insurance Risk.

5.1.1 Measures Used to Assess Insurance Risk

Insurance risk is driven by the uncertainty surrounding the ultimate claims cost of
RMSE'’s liabilities and thus the reserves held by RMSE. From a capital perspective, risk
is driven via the volatility of particular classes of business and the correlations between
classes of business. Insurance Risks are modelled using actuarial techniques to
generate a capital requirement. Certain material individual claims have a limited number
of defined outcomes and claims of this type are modelled using a claims-expert -led
probability-weighted approach. In addition, the account has benefited from a 90% quota
share reinsurance (Initially to Argo Re, then to RIBL) during the reporting period. This
taking into effect after the applicable inuring reinsurance.

5.1.2 Material Insurance Risks

The main component of Insurance Risk for RMSE is reserving risk as most of the
business is in run-off status. There is, however, a small amount of premium risk arising
from unexpired risks.

There are four principal class claims exposures within the RMSE account worthy of
comment which are as follows:

Liability, including Directors and Officers’
Professional Indemnity

Surety

Marine

PN
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