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T4 INTRODUCTION

1.1 Basis of Preparation

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

This GSFCR is applicable to the financial year ending 31 December 2022 (the “reporting
period”) and was approved by the Board on the 6" April 2023.

The Board of Directors would like to bring to the attention of the readers that the
Riverstone Group SFCR does not materially differ from the Solo SFCR This is due to
the fact that the only two companies within the Group is the insurance holding company
(Riverstone Holdings (Malta) Limited, “RHML") and the Insurance undertaking
(Riverstone Insurance (Malta) SE, “RMSE").

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

y 3 SUMMARY

2.1 Business and Performance

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

On the 14" June 2022, Riverstone Holdings Limited (“RHL") was authorised by the
Malta Financial Services Authority (‘MFSA”) to acquire ArgoGlobal Holdings (Malta)
Limited (“change in control”), which upon acquisition, was renamed RiverStone
Holdings (Malta) Limited. This is a material change to what was reported in the previous
SFCR.

The principal activity of RMSE is the timely and economic run-off of the liabilities

associated with insurance and reinsurance business written prior to the acquisition of
RMSE noted above. Additionally, RMSE seeks to acquire new portfolios of run-off
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business. This is considered as a change to the business model of RMSE and is also a
material change to what was reported in the previous SFCR.

For the year ending 31 December 2022 RMSE reported a loss for the financial year of
€4.6 million (2021: €0.9 million profit). As of 31 December 2022, total equity amounted
to €17.1m (2021: €21.8m).

The board of directors of RMSE (the “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 (“RHML") and the Insurance Undertaking (“RMSE”).

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.

Assets (EUR) Liabilities (EUR) | Eligible Capital (EUR)
Group (Holding & Insurance undertaking) 145,161,220 128,902,557 16,258,663
Solo (Insurance Undertaking) 145,155,388 128,640,391 16,514,997
Variance 5,832 262,166 -256,334

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 188%
whereas at the Insurance Undertaking level the SCR cover is 191% as per below table.

CONFIDENTIAL: Commercially Sensitive & Proprietary Information. Not For Further Distribution Page 5 of 71
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% Cover SCR (EUR) Eligible Capital (EUR)
Group SCR Cover (Holding & Insurance undertaking) 188% 8,627,702 16,258,663
Solo SCR Cover (Insurance Undertaking) 191% 8,627,434 16,514,997
Variance -3% 268 -256,334

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.

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

As a result of the change in control, the external Auditor was changed from EY to
Deloitte during the reporting period, in order to align RMSE with RiverStone Group’.

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.

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.

! RiverStone Group is defined as RiverStone International Holdings Limited and its subsidiaries, including RiverStone Insurance
(UK) Limited.
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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 RMSE risk taxonomy, defines the
current risk profile of the business:

e insurance risk comprising primarily of reserve risk arising from the uncertainty
inherent within the estimation of the frequency, severity and timing of future
claims and indemnity payments;

e market risk arising from the level or volatility of market prices and changes to
macroeconomic variables that adversely impact the value of assets and liabilities
on RMSE's balance sheet;

e credit risk arising from possible losses due to unexpected default, or deterioration
in the credit standing, of the counterparties and debtors of insurance and
reinsurance undertakings covering risk-mitigating contracts, such as reinsurance
arrangements, securitisations and derivatives, and receivables from
intermediaries, as well as any other credit exposures that RMSE is exposed to;

e liquidity risk arising from the uncertainty, emanating from business operations,
investments or financing activities over whether RMSE will have the ability to
meet its payment obligations in full and in a timely manner in “Business as Usual
“and stressed environments;

o operational risk arising from underlying people, process and systems related
exposures specific to the RMSE business;

o strategic risk arising from the inability to effectively deliver on the RMSE business
strategy; and

e group risk arising from relationships or transactions between entities within the
RiverStone Group.

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.

* CONFIDENTIAL: Commercially Sensitive & Proprietary Information. Not For Further Distribution Page 7 of 71
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2.4  Valuation for Solvency Purposes

RMSE values its assets and liabilities in accordance with Solvency |l 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, 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
Birkirkara CBD3050
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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 parent company of RiverStone Insurance (Malta) SE is RiverStone
International Holdings Limited, a private limited company incorporated in Jersey at the
registered address at 27 Esplanade, St Helier, Jersey, JE1 1SG.

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 (I)

Class 16 — Miscellaneous financial loss (I/R)

RMSE seeks to acquire new portfolios of legacy general insurance business using
traditional reinsurance structures.

CONFIDENTIAL. Commercially Sensitive & Proprietary Information. Not For Further Distribution. Page 10 of 71
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3.2.2 Significant Business Events

During financial year 2022, Argo Group International Holdings Ltd. sold its Malta
business operations, Riverstone Holdings (Malta) Ltd (formerly ArgoGlobal Holdings
(Malta) Ltd). and its subsidiary, namely Riverstone Malta (formerly ArgoGlobal SE) to
RiverStone Holdings Limited (“RiverStone Holdings”).

RiverStone Holdings, whose ultimate holding parent is RiverStone International
Holdings Limited (‘RiverStone International’), a company registered in Jersey, is the
parent of Riverstone Holdings (Malta) Ltd. RiverStone International is a leading global
non-life run-off insurance business specialist with more than 20 years of experience
helping insurers release capital, streamline their operations and reduce volatility from
legacy property and casualty books. RiverStone International intends to utilise
Riverstone Malta to offer legacy run-off solutions in the European market.

For the 2022 financial year gross premium of EUR 3.8m was written. With the decision
in 2020 to put the business into run-off, premium generation was mainly from contracted
renewals in Surety. Operating costs have materially reduced across all areas, which is
in line with expectation as the business downsizes.

The Statement of Financial Position as at year end showed a total net equity position of
EUR 17.1m (2021: EUR 21.7m).

3.2.3 Summary of Financial Performance

RMSE recorded a loss for the financial year of €4.6 million (2021: profit of €0.9 million).

The balance on the technical account for general business for the year was a loss of
€3.6 million (2021: profit of €1.4 million).

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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SYSTEM OF GOVERNANCE

General Information on the System of Governance

4.1.1 Governance Structure

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

The RMSE Board comprises two 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, RSML.

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.

CONFIDENTIAL: Commercially Sensitive & Proprietary Informatian. Not For Further Distribution. Page 12 of 71
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shall monitor the performance of service providers, including RSML.

The Board shall identify, consider, and manage conflicts of interest. The following table
lists the RMSE Board members for the period from 1 January 2022 to the 31 December

2022:
Director Role
- ; Independent non-executive director and
Clive Chipperfield Craifman
Anthony Kavanagh Director *
Katherine MacGregor Director *
Hermann Mitterlechner Managing Director
Mario Galea Independent non-executive director **
Luke Tanzer Director **
Andrew Creed Director **
* Resigned
** Appointed

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 is set-up on a local level by the Board of Directors (“the Board”) to oversee
the Company's Risk Management and Capital position ensuring that risk appetite is
appropriate and adhered to and that any compliance issues and key risks are identified
and managed. The RCC meets at least four times a year at appropriate times and

otherwise as required.

CONFIDENTIAL: Commercially Sensitive & Proprietary Information. Not For Further Distribution.
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Roles and RCSPOI'ISlblllthS
*  Sewmg the company’s strateay
. Monntoring the ongomg solveney and liguidity position of RMSE
e Ensurmg the company comphes with all laws and regulanons
»  LEstabhshmy a culture of nsk awareness
Monunoring risk exposures
*  Ensurmg that robust succession plans are in place
Monutoring the performance of service providers
Identifymg, considermg and managing confliets of iterest

A
| o comcam |

Third Line of Defence

Second Line of Defence

*  Momtoring the l.“LLEI\LI‘K:..\ ol the . \InnllonnL |||L mtegrity of ‘

Company's nsk framework

Imaneal statements

*  Satsiving nself that an appropriaw e Keeping under review the
nsk culture 1s embedded withi the adequacy and effectiveness |
Company ol RMSE s mternal |

«  Monuorimg and overseems RMSE's financial controls
risk profile = Constderma and making

= Reviewmg and makmng recommendations to the
recommendations to the RMSE Board and Group Audit
Board on risk appentes and Committee. n relation (o

| wlerances the appomtment and |
|« Ensurmg management have removal of the external
| wlenufied md considered all key auditor |
| nsks * Reviewmg the annual audit |
e Reviewmg the effectiveness of the plans |
Company’'s Risk Management ¢ Monitaring the
Funcnaon elfecuveness of RMSE's

s Reeping under review the Internal Audit lunction
appropriateness of RMSE's ORSA

Oversightol eapital management

Key Functions

meluding makme recommendations
to the Board asappropriate

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 are delegated responsibilities from
the Board and the relevant committees. RMSE did not employ these functions directly
during 2022, however they were outsourced via a formal outsourcing agreement to
RSML and in the case of Compliance, to Marsh Management Services Malta Limited.
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This is to ensure that the functions have the relevant expertise to perform the required
tasks.

On a monthly basis a report is produced by each function head and reviewed by Exco.
The appropriateness of resource across all functions is reviewed monthly by Exco.
RSML 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.

Function Responsibilities

+ Coordination of the calculation of technical provisions

» 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

= 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

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

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

» Delivering and reporting on the Risk & Capital Committee recommended, Board agreed, annual Risk
Management Plan
Risk Management + Documentand communicate the Risk Management Plan to embed within business
« Develop and review Risk Management strategies and policies
* Design and preduce ORSA processes and documents

4.1.2 Material Changes in the System of Governance

The following material changes to the system of governance occurred during the
reporting period:

Following the change in shareholding of RMSE, the systems of governance of the
company were overhauled. The organisation structure was redesigned following the
resignation of the executive members of the Board of Argo Global SE ("“AGSE”) which
took place with effect from the date of acquisition of the Company. With the Authority’s
approval, two new executive directors and one new non-executive director joined the
Board. The Committees defined in 4.1.1 were created and functions and roles were re-
assigned to various personnel following MFSA discussion.

CONFIDENTIAL: Commercially Sensitive & Proprietary Infoermation. Not For Further Distribution, Page 15 of 71
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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

CONFIDENTIAL. Commercially Sensitive & Proprietary Information. Not For Further Distribution. Page 16 of 71
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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.

4.1.4 Material Transactions during the Reporting Period

The changes during the reporting period relate to the change in shareholding explained
in Section 2.1 above.

4.2  Fit and Proper Requirements

4.2.1 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:

¢ Identification of the requirements of the role, including qualifications, and creation
of a role profile

. 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 Fithess and Propriety

An initial assessment of fitness 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:

» 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

CONFIDENTIAL: Commercially Sensitive & Proprietary Information. Not For Fuither Distribution, Page 17 of 71
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Criminal record checks

Completion of the Fit and Proper Questionnaire
Assessment against the relevant Conduct Standards
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 fitness 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.

4.3 Risk Management System including the Own Risk and Solvency
Assessment

4.3.1 Risk Management Framework

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:

o Board approved Key Risks, with associated Risk Appetite Statements and
monitoring in place to ensure RMSE remains within Risk Appetite.

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

Risks are assessed against an impact/probability matrix on both a gross (without any
form of controls) and net (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 and interaction.

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:

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

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

Reporting

The Risk Management Function reports monthly to the Exco and quarterly to the RCC
and the RMSE Board. This reporting encompasses:

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

. Risk events that have occurred;
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Any risk appetite breaches;

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
Strategy and Policy 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.

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:

o Monitoring the overall risk profile against the risk appetites and tolerances,
including accumulations of risk, trends, and risks from internal and external
market changes;

° Drafting risk policies and risk management standards for Board review and
approval;

2 Developing and implementing the risk framework;

. Developing and distributing tools, techniques, methodologies, common risk

language, risk framework, analysis, reporting, communication and training:
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. 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; and

° 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.

RMSE’s Risk Management function was assigned to RSML during 2022, with the
Company’s plan being to employ an in-house Risk Management Function Holder in
early 2023. The Risk Management Function report to the Risk and Capital Committee
and to the Board of Directors and is responsible for delivering an annual, Board
approved Risk Management Plan for RMSE.

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 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:

Review of the risks on the risk register

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”) and Risk and Capital Committee ("RCC”) prior to final approval by the
Board

e Submission of the final Board approved report to the MFSA
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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.

4.4  Internal Control System

4.41 Internal Control System

The following diagram illustrates the key components of RMSE's Internal Control
Framework:

Control Environment
Control Governance
Control Assessment, Monitoring, Reporting and Improvement

Controls Design and Operation

{ First Line of Defence Second Line of Defence ‘ Third Line of Defence

Risk Management

L
[
Busmess Operating Procedures ‘

Business Policies ‘

Internal Audit
(Audit plan provides mdependent assurance

Business Objectives | Compliance | over the control environment)

|
{
Business Function ‘

The control framework is made up of:

. 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;

D 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.
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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, 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 operates on a centralised
RiverStone Group basis whilst the Compliance Function is outsourced, albeit it is also
assisted by RiverStone Group compliance.

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:

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

CONFIDENTIAL: Commercially Sensitive & Proprietary Information. Not For Further Distribution. Page 23 of 71



RiverStone
International

SN

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

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

o Proactively working with and advising the business on the management of
compliance risk.

RMSE has outsourced its compliance function to Marsh Management Services Malta
Limited, with the responsible person for the function being Amaryllis Agius.

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:

o Drafts compliance policies and standards for Board and/or senior management
review and approval, as appropriate
o Leads the development and implementation of a compliance framework across

the business

|dentifies 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

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

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

taken to the Exco and the Board
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The Terms of Reference are reviewed annually, initially by the Compliance Function
holder and then the Board. The Compliance Policy was entirely revamped and re-
approved by the Board during 2022 as a result of the change in control 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

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

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

All key areas of RMSE are captured within the Audit Universe which drives the Internal
Audit activity. This utilises a risk-based approach to ensure that the Internal Audit Plan
provides adequate coverage of business activities with a particular focus on the higher
risk areas of the business. The plan is reviewed at least quarterly, and any changes
approved by the Audit Committee.

The Internal Audit Function identifies the key risks associated with each audit and tests
the adequacy and effectiveness of the controls which 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 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 Internal Audit Function derives its ultimate authority from the RMSE Board. The
Head of Internal Audit reports functionally to the Chair of the RMSE Board to maintain
independence. The function is overseen by non-executive director Mario Galea. The
Head of Internal Audit always has direct access to the Chair of the Board.

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

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

. Has no direct operational responsibility or authority over any of the activities
audited.

o Exhibits professional objectivity in gathering, evaluating, and communicating
information

o 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

J 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

All individuals within the Internal Audit Function did not perform any other role, apart
from the former Head of Internal Audit. During 2022 the Head of Internal Audit
transitioned to a new role as Associate Director — Compliance & ESG, effective 1 August
2022. During the transition period with the new Head of Internal Audit appropriate
safeguards were put in place to ensure there were no issues with independence.

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;

. 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 the data used in the calculation of
technical provisions;

° Comparing best estimates against experience;
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. Informing the Board of the reliability and adequacy of the calculation of technical
provisions;

o Overseeing the calculation of technical provisions in the cases set out in the
Solvency Il Regulations;

o Expressing an opinion on the overall underwriting policy;

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

o 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.

As at year end 2022, the Actuarial Function was carried out by the RSML with the
understanding that an Actuarial Function Holder be employed by the Company during
early 2023 and subject to MFSA approval processes. Once employed, the Actuarial
Function holder will remain supported by an outsourcing arrangement with RSML 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  Outsourcing

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.
o 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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o An assessment of the provider's control environment, which should meet all
relevant regulatory requirements.
o 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.

o 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 all first line of defence activities to RSML, another RiverStone Group
company. Through this outsourcing agreement, RSML undertakes the work in relation
to the key functions of RMSE outlined in Section 4.1. The Board maintains oversight
over RSML in relation to the outsourced activities and the terms of the agreement are
set out in an outsource agreement in place between RMSE and RSML. In addition,
RMSE outsources its Compliance Function to Marsh Management Services Malta
Limited. 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 Underwriting Risk (including Insurance Risk)

RMSE is in run-off and the longer-term aim is for underwriting to be related only to
acquisition activity. 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.
Otherwise, all acquisition activity is subject to granular due diligence and a risk
assessment. The completion of any 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 size and nature of the claims 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 “decision tree” weighted probability approach. In addition, the account
is 90 percent quota share reinsured to Argo Re, subject to a contractual commutation
based upon the actuarial view of ultimate reserves as at 30" June 2023

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:

1. Italian Surety Losses

2. General Liability Claims — UK SME
3. Covid Exposures
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4, Excess of Loss General Liability, Pl, and D&O

5.1.3

Insurance Risk Concentration

The table below summarises the concentration of insurance before and after
reinsurance by the most material classes of business with reference to the carrying

amount of outstanding claims on a statutory account valuation basis:

2022 2021
Gross Net Gross Net
(EUR €000) (EUR €000) (EUR €000) (EUR €000)
Property 3,139 278 43,229 1021
Liability 71,470 6,347 47,270 3,967
Professional Indemnity 39,340 3,908 47,017 6,093
Surety 14,226 1,468 1,365 -6,671
Accident & Health 190 19 1,641 164
Marine 4,583 363 4,992 284
Total Technical Provisions 132,948 12,383 145,514 4,858

5.1.4 Insurance Risk Mitigation
RMSE has an appetite to accept Insurance Risk in pursuit of its overall strategy.

The business is comprised entirely of run-off portfolios where there is limited exposure
to unexpired risks.

Risk mitigation via reinsurance is considered on a case-by-case basis for any newly
acquired portfolios. Insurance risk can be further mitigated by RMSE through
commutations that seek to diminish the most volatile and material reserves.

Reserve adequacy is assessed at least annually through a full reserving exercise and
there are numerous monthly metrics in place that give an indication of the performance
of the reserves during the year.

In relation to acquisition activity a granular review is carried out at the due diligence
stage to ensure that any reserves taken on are adequate for the entirety of the run-off.

The Board specifically reviews Insurance Risk at its quarterly meeting and as a standing
agenda item will receive presentations from the Actuarial Function on actual versus
expected development and the progress against the annual company goals. The Board
receives a report from the RCC where Insurance risk is a key agenda item.
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5.1.5 Insurance Risk Sensitivity

Stress testing in the reporting period was undertaken on the Actual Group SCR Cover
% of 188% as at 31 December 2022. This involved stressing RMSE's aggregate claims
reserves to assess the impact on its Standard Formula regulatory capital and Solvency
I Own Funds. No future management actions have been considered as part of the
stress tests.

The result, below, for Insurance Risk stress tests conducted set out the change in SCR
and as a percentage point of the overall SCR ratio.
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Stress Test SCR Change SCR Ratio
(€'000) (% Change)
e - — A
Reserve Risk - Significant Claims Deterioration of 20% in all 1,400 (55)

ears

Under the above scenario RMSE'’s solvency ratio drops from 188% to 133% thereby
establishing that it is sufficiently well capitalised to withstand losses in excess of 1-in-
200-year scenarios. The RMSE Board considers that, although plausible, the stresses
that have been applied are reasonably extreme and provides assurance that from a
capital perspective RMSE has a good level of resilience to such scenarios.

5.1.6 Special Purpose Vehicles

The Company does not use any special purpose vehicles.

5.2 Market Risk

Market risk is the risk of changes in the income from assets or the value of assets arising
from fluctuations in economic variables, including interest rates and exchange rates,
and is mainly driven by the nature and composition of the investment portfolio.

5.2.1 Prudent Person Principle in respect of Market Risk

All investments are made by RMSE with due regard to the Prudent Person Principle and
the Guidelines on system of governance. Investments are only made in assets that are
considered to be appropriate for the Subsidiary’s risk appetite, where the subsidiary
Board can properly identify the associated risks and can measure, monitor, manage,
control and report on those risks.

Prudent person principles, whereby investment decisions are to be made as if being
decided by the objective “prudent man”, are applied in the context of the investment
portfolio as a whole. The regulated subsidiaries and their Investment Manager apply
these standards by consideration of how a prudent person would invest their own money
without undue risk of loss or impairment and with a reasonable expectation of a fair
return and appropriate levels of liquidity. The application of prudent person investment
principles does not preclude investment in securities that may be perceived to have a
higher degree of risk than others, for which a higher return would be anticipated,
provided that such risk is balanced within the overall investment portfolio.
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RMSE has specific risk tolerances and parameters in place to ensure that it fulfils its
obligations to invest all of its assets in accordance with Prudent Person Principles.

In particular, it has tolerances in place to ensure the preservation of invested assets
covering its SCR, minimum consolidated Group SCR and policyholder obligations,
having regard to the nature of liabilities such that sufficient liquidity is always available
for the settlement of claims and other obligations as they fall due, and the adequate
capitalisation at all times.

5.2.2 Measures Used to Assess Market Risk

The Board employs various processes, procedures and controls over Market Risk to
enable it to effectively identify, measure, monitor, manage, control and report on the
investment risks of RMSE. Prudent person investment standards, as mentioned above,
are applied by the Board in the context of the investment portfolio as a whole and the
Board has specified that investments will only be made where the Board can properly
identify the associated risks and where the Board can measure, monitor, manage,
control and report on those risks.

RMSE manages market risk through specific risk appetite tolerances, including those
covering asset allocation, liquidity, counterparty quality and concentration, geographical
concentration, and currency matching. Key risk indicators have been established in
relation to market risk. These are reviewed on at least a monthly basis by the Exco and
are reported to the RCC and the Board.

From a capital perspective, market risk is driven by the level of volatility of investments
held. Market risk is captured in RMSE'’s Standard Formula by each major market risk
category, being interest rate risk, equity risk, spread risk, currency risk and
concentration risk. RMSE assesses its exposure to market risk on a quarterly basis
using the Standard Formula calculation and at least annually using its Capital Model as
part of the ORSA process.

There have been no material changes to methods of assessment of market risk during
the reporting period.

5.2.3 Material Market Risks and their Mitigation

The material market risks that RMSE is exposed to are Currency Risk, Interest Rate
Risk and Spread Risk.
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Credit risk on investments and cash is covered in the credit risk section 5.3 and liquidity
risk is covered in section 5.4.

Currency Risk

Currency risk is the risk that capital is eroded by foreign exchange rate fluctuations. The
overall objective is to match liabilities with an equivalent amount of assets in each major
currency at entity level. Where material currency mismatches exists, the entities may
utilise forward contracts to reduce the level of mismatch.

Interest Rate Risk

Interest Rate Risk is the risk that the fair value and/or future cash flows of a financial
instrument will fluctuate because of changes in interest rates. RMSE's overall objective
is to mitigate the interest rate risk inherent in the liabilities, by owning duration sensitive
assets which protects RMSE's capital position. RMSE is exposed to Interest Rate Risk
primarily through investments in fixed interest securities.

Spread Risk

Spread risk for RMSE arises from its corporate bond portfolic. Corporate bonds are
valued using the risk free yield curve plus an additional credit spread, representing the
additional risk associated with the bonds. This spread is higher for lower rated bonds,
as they carry more risk and is also wider for longer maturity bonds. The credit spread
is the difference in yield between a corporate bond and a government bond at each
point of maturity. RMSE manages this risk through the analysis of the impact of the
spread risk associated with bond holdings on its capital requirement.

Equity Risk

The regulated subsidiaries may hold an element of their investment portfolio in equity
holdings, as part of a balanced, diversified portfolio, in order to optimise investment
returns. Equities, whilst allowing for investment returns to be optimised, do carry
additional risk in comparison with other investment types, such as bonds. The risks
associated with holding equities are mitigated through tolerances over the maximum
amount of equity holdings as a proportion of the total portfolio. Currently RMSE has no
exposure to equity risk as its entire portfolio comprises of bonds and cash.

Concentration Risk
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RMSE mitigates the risk of loss of investment value through excessive reliance on a
particular asset, issuer, geographical area or other area of concentration by investing in
a range of securities of different investment types and counterparties, operating in
different industries and jurisdictions. The investment guidelines and risk appetite
statements set tolerances that are in place over asset risk concentrations and these are
monitored on a monthly basis.

Recent Developments
RMSE's total assets remain small as a result of the acquisition of the platform

The following table contains the composition of RMSE'’s cash and investment portfolio
as at the end of 2022.
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2022 2021
€m % €m %
CASH
11 46
Fixed income securities 13 54
Total 24 | 100% n/a nia

Upon the acquisition of RMSE, Conning Asset Management Limited was re-appointed
as asset manager for the portfolio. The portfolio is positioned very defensively, being
duration matched and high credit quality. The portfolio will remain positioned this way
until there is material growth in AUM.

These assets are invested in accordance with RMSE's risk appetite and the prudent
person principle. RMSE’s approach to the prudent person principle is set out in Section
4.3.1.

RMSE is not involved in any securities lending, borrowing transactions, repurchase or
reverse purchase agreements or the sale of variable annuities.

5.2.4 Market Risk Sensitivity

Interest Rate Risk

Interest rate risk arises primarily from investments in fixed interest securities. In addition,
to the extent that claims inflation is correlated to interest rates, liabilities to policyholders
are exposed to interest rate risk. The RiverStone Group investment function works
closely with its portfolio managers to ensure that the duration of the RMSE'’s investment
portfolio is well-matched to the estimated mean duration of its liabilities.

The impact of a 100-basis point movement in interest rates either way on RMSE’s Own
Funds (net assets) is approximately $10k. This reflects a strong asset liability match in
quantity and duration on RMSE’s balance sheet.

Equity Price Risk

RMSE has no exposure to equity risk in its current investment portfolio.

Currency Risk
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RMSE manages its foreign exchange risk against its functional currency, which is the
Euros. Over 99% of RMSE's assets and liabilities are denominated in either Euros or
Pound Sterling. RMSE's assets and liabilities are sufficiently well-matched by currency
to ensure that it has minimal currency risk arising from volatility in the currency markets.

At 31st December 2022, a movement of 10% in the Euro against both Pound Sterling
and US Dollar, either way, would impact RMSE's net assets by less than €35k.

5.3 Credit Risk

Credit Risk is the risk of possible losses resulting from unexpected default or
deterioration in the credit standing of the counterparties and debtors of undertakings. It
is a key risk for the business and RMSE's top capital driver. For YE 2022, the capital
charge for Credit Risk is estimated to be €4.1m (57% of SCR). The main drivers of credit
risk for RMSE are exposures to third party reinsurance recoverables and bank deposits.

5.3.1 Investment Credit Risk — Third Party

RMSE reduces its exposure to credit risk in relation to investments by entering
transactions with counterparties that are reputable and by settling trades through
recognized exchanges. RMSE has established parameters over the credit quality of its
investment counterparties and concentration limits that restrict the exposure to
individual counterparties. These parameters are monitored monthly. Derivatives may
be used from time to time for the purposes of efficient portfolio management and
reduction in investment risk. RMSE maintains strict control limits on open derivative
positions. The amount subject to credit risk at any one time is limited to the current fair
value of derivative financial assets.

5.3.2 Credit Risk Sensitivity

Stress testing in the reporting period was undertaken as part of the ORSA process and
used a base position of 31st December 2022 data. This involved stress testing the One
Year Standard Formula and Own Funds calculations to produce an overall stressed
solvency position. No future management actions have been considered as part of the
stress tests. The Credit Risk stress considered the impact of the failure of the Argo Re
90% reinsurance quota share on RMSE’s Own Funds and solvency position.

The results of the stress test confirmed that in case of an Argo Re default, the severity

of the loss would trigger a breach in RMSE’s MCR, even with the mitigation provided by
the LOC of €50m, and would require additional injection of capital from Riverstone
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Group to continue as a going business.. However, the probability of an A rated reinsurer
failing over a 12-month time horizon is extremely remote.
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5.4 Liguidity Risk

5.4.1 Measures Used to Assess Liquidity Risk

RMSE manages and minimises Liquidity Risk through cash flow management and
control. This involves regular analysis and planning to develop expected cash flow
requirements over different timeframes.

5.4.2 Material Liquidity Risks
RMSE is exposed to the following material liquidity risks:

o Liabilities not matched by assets in currency or duration
o Counterparty asset concentration

RMSE is exposed to mismatches of assets and liabilities in currencies other than EUR.
RMSE assesses these mismatches to ensure they are reasonable.

RMSE regularly reviews and monitors net asset positions to manage currency
exposures. At the end of the quarter the majority of RMSE's net assets are held in EUR
and it has relatively little exposure to other currencies.

5.4.3 Prudent Person Principle in Respect of Liquidity Risk

In relation to liquidity risk RMSE has a risk appetite that sufficient liquid funds are
available for the settlement of policyholder and other stakeholders’ obligations as and
when they fall due.

5.4.4 Liquidity Risk Mitigation

Cashflow and liquidity assessments are the key techniques through which RMSE
mitigates its liquidity risk. The effect of this mitigation technique is that where a liquidity
or cashflow issue is identified in the near future, that is a shortfall of unencumbered
liquid assets available to meet cash flow requirements, either overall or at an individual
currency level, the firm will work with the investment manager to ensure that there is a
plan in place to liquidate other investment assets to cover the shortfall.
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5.4.5 Expected Profit Included in Future Premiums

Due to RMSE being in runoff, there is no material expected future profit associated with
future premium on a solvency |l basis.

5.4.6 Liquidity Risk Sensitivity

A Reverse Stress Test considering what claims payments could threaten RMSE's
liquidity and require further funding was considered as part of the ORSA Stress and
Scenario testing framework.

As at 31st December 2022, RMSE held €21m in liquid bonds and cash. Approximately
€5m of the corporate bonds mature in 2023 and an additional €5m mature in 2024
providing a flow of cash to RMSE. Further, RMSE held €2.5m in cash deposits to service
its operational expenses and claims liabilities.

The projected claims cash flows, gross of reinsurance recoverables, over the next 12
months is €22m. 75% of RMSE's claims relate to the Liability book. If reinsurance
recoveries take longer than expected to complete and/or two or three large losses from
either the Liability Binders or the Professional lines D&O classes emerge
simultaneously, RMSE's liquidity would be stressed to the extent that it would need to
consider alternative sources of liquidity, such as a request for a capital injection from
the RiverStone Group.

To mitigate the risk, ongoing proactive communication between claims, reinsurance,
finance and investment functions is required. Claims monitor expected claims
settlements closely, with appropriate notification to the Finance and Investment
Functions to ensure sufficient funds are available for settlements.

Effective and streamlined claims handling also minimises operational errors and
prevents unnecessary claims payments also help reduce liquidity stress.

Claims and Finance controls are to be regularly reviewed for effectiveness during the
risk reviews conducted by the Risk Management function. There are currently no known
issues with regards to the operational effectiveness of controls in relation to liquidity
management.

In summary, RMSE has sufficient highly liquid investment grade assets that can be

redeemed easily in a short period of time to meet any unforeseen stresses in
liability/claims cashflows that may arise.
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5.5  Operational Risk

5.5.1 Measures Used to Assess Operational Risk

Operational risks are risks of loss arising from inadequate or failed internal processes,
people of systems, or from external events. This encompasses risk from RMSE’s
business functions arising in the course of conducting business and from the services
that are outsourced. Operational risks are identified and measured through the
operation of a risk register and are managed through operational controls.

5.6.2 Material Operational Risks

The material Operational Risks that RMSE was exposed to during the reporting period
were:

o Failure of third party outsourcing arrangements, including the failure of RSML to
deliver the services under the Service Level Agreement (prior to the change in
control, this risk related to services provided by Argo)

° Failure of IT systems / infrastructure or a cyber breach causing significant impact
to the delivery of operations

e Non-compliance with, or breach of, legal, regulatory or governance requirements.

. Reputational loss or damage.

5.5.3 Operational Risk Mitigation

Operational risks are mitigated on a case-by-case basis, dependent on the underlying
issue. Details of the mitigation in relation to RMSE's key Operational Risks are set out
below.

Failure of third party outsourcing arrangements, including via RSML

At YE2022, RSME was outsourcing a number of services to RSML, including but not
limited to:
e Assistance in actuarial reserving and reporting

e Claims handling and management, including complaints handling
¢ Financial management and reporting

¢ Internal Audit services

¢ Investment management services
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¢ [T infrastructure and support
¢ Reinsurance recovery services

The operational risk associated with this outsourcing arrangement is considered
material to RMSE. This risk is mitigated through a number of controls, including close
monitoring and oversight by the RMSE Board. The Board receives a list of outsource
arrangements for review on an annual basis to enable it to assess the arrangements
ongoing appropriateness. The service levels are also reviewed once a year to ensure
they are being met, with reporting provided to the RMSE Board.

Quarterly attestations are also in place, whereby the service providers at RSML attest
that the services that they provide to RMSE have been provided during the quarter in
line with the service agreement.

In addition, the RSML outsource arrangement has an allocated officer of the company
to provide oversight of the outsource service.

RSML operates within a stable regulatory environment with a robust governance and
oversight processes in place. More generally, the risks and controls associated with
RSML’s operations are regularly reviewed by risk and control owners as part of
RiverStone' s groupwide risk management processes.

Failure of IT systems / infrastructure or a cyber beach

RMSE's IT systems are hosted by RSML. RSML have a robust control framework in
place to mitigate risks associated with IT systems failures or cyber incidents.

These controls include the back up and disaster recovery processes, the security
software employed and the Internal Control Environment reports. The application and
monitoring of these have been enhanced through the use of one operating system and
by having experienced and dedicated in-house development and support functions. The
company has also implemented measures required for the General Data Protection
Regulations (“GDPR") and given that GDPR is related to data primarily held on IT
systems, the IT function are heavily involved in ensuring GDPR is not contravened.
Outsourced IT systems are managed by the IT and Facilities Director.

Non-compliance with Regulatory Requirements
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Marsh, with the support of RSML, on behalf of RMSE, maintains a Compliance Function
which monitors all existing and future regulatory requirements. Actions arising from the
analysis of potential future regulatory requirements are included within the monthly
Compliance Function report to the Exco and their progress is reported to the Board as
required.

The Compliance Function operates in accordance with a Compliance Plan that is
monitored by the Board.

Reputational loss or damage

Reputation risk relates to trustworthiness of an undertaking and may result in loss of
revenues or destruction of capital provider value. Reputational risk is captured under
the Key Risk Reputational loss or damage. RMSE's associated Risk Appetite statement
for this risk is RMSE avoids actions which could result in reputational damage. This is
monitored through negative press announcements. As at YE 2022, RMSE remained
within Appetite.

5.5.4 Operational Risk Sensitivity

A qualitative assessment of the most potentially impactful operational risks to RMSE
operations have been considered in the ORSA Report as at YE 2022.

RMSE's operations are supported by external and intra group service providers,
including some arrangements that are considered critical or important. It is therefore
recognised that one of the key operational risks to RMSE is the potential impact of the
services providers poor performance or failure.

Services and dependencies relating to the key outsourcing partners are assessed as
part of a qualitative review in an ORSA Report. The services and dependencies
reviewed were specific to the intra group service arrangement with RSML and Assimox
Consulting S.rl. The analysis and conclusions of the stress test did not raise any
material concerns in relation to these outsourced arrangements with a robust framework
of oversight and governance and internal control embedded around the underpinning
processes and procedures.

5.6 Other Material Risks

There are no other material risks.
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5.7  Other Information

There is no additional material information regarding the risk profile that should be
disclosed.
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6. VALUATION FOR SOLVENCY PURPOSES

RMSE presents below the information regarding the valuation of assets for Solvency Il

purposes including (for each material class of assets):

¢ A quantitative explanation of any material differences between the asset values
for Solvency Il purposes and those used for financial reporting bases.

o A description of the assets valuation bases, methods and main assumptions
used for solvency purposes and those used for financial reporting in the statutory

accounts.

6.1 Assets

The value of each of material class of asset as well as the basis used and main

assumptions for valuation as described below

IFRS

Sll Valuation Principles

RMSE Group Assets Ref (EUR €000) (EUR €000)

Deferred Acquisition Costs a 679
Deferred Tax Asset i
Investments b 11,259 11,259
Reinsurance share of TP - non-life excluding health " 120,394 109,343
Reinsurance share of TP - health similar to non-life 171 165
Reinsurance Receivables d 3,582 3,582
Cash & Cash Equivalents < 12,060 12,060
Any Other Assets, Not Elsewhere Shown f 8,751 8,751

Total assets 156,896 145,160

i. Valuation bases, methods and main assumptions

There are no material differences between the IFRS/Solvency |l valuation methods for
the classes of assets highlighted above apart from the valuation differences noted within

Reinsurance recoverables.

a) Deferred Acquisition Costs (DAC) are not allowed in the Solvency Il Balance
Sheet as the company does not expect future benefits/cash flow from this asset.
b) Investments are measured at fair value with both realised and unrealized gains
or losses being recognised within the profit and loss account.
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c) Reinsurance Recoverables are valued at their discounted Best Estimate under
Solvency Il. An explanation of the differences noted between the two valuation is
illustrated further within the table in Section 6.2 below.

d) Reinsurance receivables represents losses recoverable from Reinsurers and are
recorded at face value.

e) Cash and cash equivalents comprise cash at bank and are recorded at face
value.

f) Any other assets not elsewhere shown relate to prepayments and IPT
recoverables.

6.1.1 Off-Balance Sheet Items

No unlimited guarantees have been provided by RMSE.

RMSE's quota share reinsurance contract with Argo Re is collateralised through a LOC,
which provides protection of up to €50m and can be drawn down in the event of a ratings

downgrade of Argo Re Ltd or in the event of a failure of Argo Re Ltd to meet its
obligations in topping up the claims float.
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6.2 Technical Provisions

The Company presents below the information regarding the valuation of technical
provisions by each material line of business for Solvency Il purposes including:

A quantitative explanation of any material differences between the technical
provisions values for Solvency Il purposes and those used for financial reporting
bases.

A description of the technical provisions valuation bases, methods and main
assumptions used for solvency purposes and those used for financial reporting
in the statutory accounts.

Quantitative information

IFRS Sll Valuation Principles
RMSE Group Technical Provisions (EUR €000) (EUR €000)

iGross Technical Provisions — Non-Life (Excluding Health) 132,759 122,268
,759

| TP calculated as a whole

iBest Estimate 120,683

'Risk Margin f snii 1,585

'Gross Technical Provisions - Health (Similar to Non-Life) 190 185

TP calculated as a whole (Best estimate + Risk margin)

Best Estimate 183

|Risk margin 2
Total Technical Provisions [ 132,949 122,453

6.2.1 Solvency Il Valuation bases, methods and main assumptions
Process to Calculate the Technical Provisions

The Technical Provisions (TPs) are carried out in two stages, the first part is the
calculation of the IFRS TPs (i.e. IFRS Reserves) used in the audited financial
statements and the second stage is the calculation of the specific Solvency Il (Sll)
adjustments required for the SIl TPs. The IFRS TPs are a significant element of the SlI
TPs.

The process to complete the quarterly RMSE TPs is that Claims data is extracted from
the Company’s claims management system to feed into the reserving process. Inputs
from claims handlers and senior claims personnel are specifically considered as part of
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this process alongside actuarial methodologies. The results are then reviewed internally
by RMSE at quarterly reserving meetings and presented to the RMSE Board. This
process allows challenge of the assumptions, methodology and resuilts.

Appropriateness of the Data, Methodology and Assumptions
IFRS Best Estimate Reserving

Provisions for outstanding claims and related reinsurance recoveries are established
based on best estimates of the ultimate net cost of settiement along with actuarial and
statistical projections. Claims provisions are determined based upon previous claims
experience, knowledge of events and the terms and conditions of the relevant policies
and on interpretation of circumstances. Particularly relevant is experience with similar
cases and historical claims payment trends. The approach also includes the
consideration of the development of loss payment trends, levels of unpaid claims,
judicial decisions and economic conditions.

Best Estimate IFRS Technical Provision Simplifications

A number of simplifications are used in the assessment of technical provisions, including
a high-level assessment of the recovery rate arising from numerous, reinsurance
arrangements, as well as simplifications to the basis of estimating future cash-
flows. These simplifications are set out below:

. Cash-flows are not modelled stochastically. Tests are applied as part of
sensitivity testing to measure the impact of different mean durations to settlement.

. Assumption that non-linear inter-dependencies are not present between classes
of business — as RMSE is in run-off, the possibility of non-linear interdependencies is
remote, and new claims phenomena are not expected to be linked to wider
macroeconomic factors.

The impact of future management actions on the cash-flows underpinning the
assessment of technical provisions is not considered; RMSE's ability to influence,
through management action, future cash flows is predominantly limited to expense costs
and accelerated settlements. As accelerated settlements are typically established on an
economically neutral (or better) basis the technical provisions do not explicitly consider
the impact of future management actions.
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Best Estimate IFRS Technical Provision Uncertainties

The claims provisions under the IFRS valuation basis and related reinsurance recoveries are
stated estimates and are assessed to correspond to a probability-weighted average basis.
These however inevitably contain inherent uncertainties inherent to the nature of loss
development and claims settlement , particularly for longer-tailed business and external socio-
economic and legal factors such as claims and legal inflation.

Estimates and judgements are continually evaluated and are based on historical
experience and other factors

The estimation of the ultimate liability arising from claims made under insurance
contracts is RMSE’s most critical accounting estimate. There are several sources of
uncertainty that need to be considered in the estimate of the liability that RMSE wiill
ultimately pay for such claims.

The most significant assumptions made relate to the level of future claims, the level of
future claims settlements and the legal interpretation of insurance policies. Whilst the
directors consider that the IFRS reserves and the related reinsurance recoveries are
fairly stated on the basis of the information currently available to them, the ultimate
liability will vary as a result of subsequent information and events and may result in
adjustments to the amount provided. Adjustments to the amounts of provision are
reflected in the financial statements for the year in which the adjustments are made.
The methods used, and the estimates made, are reviewed regularly.

For these reasons, RMSE estimates that the possible ultimate liabilities for these
exposures could be substantially different from the amounts currently provided in the
financial statements. Nevertheless, RMSE believes that the reserves carried for these
exposures are adequate based on known facts and current interpretation of applicable
laws.

6.2.2 Adjustment of IFRS Reserves to Reflect Solvency Il Specific Aspects

The differences in valuation for RMSE's technical provisions on an IFRS and Solvency
Il basis include the following adjustments:

+ Expected profit arising from the UPR

* Include an element for binary events (events not in the data) and claims
handling expenses
+ Discount benefit
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+ Risk margin

6.2.3 Matching Adjustment, Volatility Adjustment, Transitional Risk-free Interest
Rate-term Structure and Transitional Deduction

The matching adjustment, volatility adjustment, transitional risk-free interest rate-term
structure and transitional deduction referred to in the Solvency Il Regulations are not
currently used by RMSE.

6.2.4 Recoverables from Reinsurance Contracts and Special Purpose Vehicles

Ceded technical provisions are derived in the same manner as Gross technical
provisions as described above. RMSE's reinsurance contracts comprise a mix of
traditional reinsurance type contracts.

6.2.5 Material Changes in Assumptions

There have been no material changes in the relevant assumptions made in the
calculation of technical provisions compared to the previous reporting period.

6.2.6 Material Changes in Technical Provisions

In relation to RMSE, Technical Provisions at 31st December 2022 were €133 million.
As change in control occurred on 1st July 2022, there are no comparable prior year
figures.

6.2.7 Homogeneous Risk Groups

For the purposes of calculating IFRS Technical Provisions, liabilities are segmented into
stable, homogeneous groups or reserving classes such that no relevant data is excluded
from the Technical Provisions calculation.

Reserving classes in general reflect lines of business with similar underlying risk
exposures and broadly similar underwriting conditions. Further subdivision of the data
is performed, typically to isolate single major events or claims from single contracts
which have particular settlement features that are not consistent with the behaviour of
their natural actuarial reserve group.
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6.2.8 Data Deficiencies and Adjustments

The Actuarial Function assesses at least annually the accuracy, completeness and
appropriateness of the data used within the Technical Provisions process in order to
identify any material limitations. No material limitations have been identified.

6.2.9 Economic Scenario Generator

RMSE uses the Standard Formula to calculate its Solvency Capital Requirement.
6.2.10 Reinsurance Recoverables

The calculation of all reinsurance recoverables follows the same approach adopted for

gross technical provisions as described under Section 6.2.1 Calculation of Technical
Provisions above.

CONFIDENTIAL: Commaercially Sensitive & Proprietary Information. Not For Further Distribution. Page 51 of 71

M (-
Deloitte



RiverStone
International

A

6.3  Other Liabilities

IFRS Sll Valuation Principles
RMSE Group Other Liabilities Ref (EUR €000) (EUR €000)

Deferred Acquistion Costs on Reinsurance a 605 | it
Provisions Other Than Technical Provisions b 119 119
Insurance payables : 64 64
Reinsurance payables 5,689 5,689
Any other liabilities, not elsehwhere shown d 578 578
Total Other Liabilities 7,055 6,450

Solvency Il Valuation bases, methods and main assumptions

a) Deferred Acquisition Costs (DAC) are not allowed in the Solvency Il balance
sheet as the Company does not expect future cash flow from this liability.
b) Provisions Other Than Technical Provisions represents accruals which are

valued at face value.

c) The insurnace / reinsurance balances relate to payables due within 3

months and are not discounted.

d) Any other liabilities balance represents intercompany payables and is

valued at face value.

6.4  Alternative Methods for Valuation

There are no other material differences in the valuation methods of other liabilities that

warrant disclosure.

6.5 Any Other Information

There is no additional material information regarding the valuation for solvency

purposes that should be disclosed.
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s CAPITAL MANAGEMENT

7.1 Own Funds

7.1.1 Objectives, Policies and Processes for the Management of Own Funds

The board of RMSE is responsible for ensuring that the company holds sufficient eligible
own funds to cover the SCR and to be able to meet all its liabilities as and when these
fall due.

RMSE has a capital management plan in place which aims to maintain the current levels
of capitalisation and avoid capital erosion. The monitoring of the shareholders’ funds is
done regularly via actuarial tools such as the calculation of the SCR or the ORSA.

RMSE has linked the ORSA process with its capital management plan and at present
is satisfied that the company has sufficient capital in place to support the business plan
as well as withstand stress scenarios.

Please refer to the table below which illustrates the breakdown by tier of the structure,
amount and quality of own funds at the end of the reporting periods being 31 December
2022 and 31 December 2021.

The 3 Tiers are defined as follows:

e Tier 1 own funds is capital that has no features causing or accelerating
insolvency e.g. ordinary share capital

o Tier 2 ancillary own funds are items of capital other than basic own funds which
can be called up to absorb losses e.g. unpaid share capital, letters of credit or
guarantees.

e Tier 3 ancillary own funds are items of capital which when called up would not
qualify as Tier 1.
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December 2021 December 2022

Basic Own Funds Tier 1 - Unrestricted Tier 3 Tier 1 - Unrestricted Tier 3
i (EUR €000) (EUR €000) (EUR €000) (EUR €000)
‘Ordinary Share Capital 7,760 - 7,760 -
Reconciliation Reserve -15,087 - -18,001
|Deferred Tax Asset - - -
|Capital Contribution 26,500 . 26,500 <
| TOTAL BASIC OWN FUNDS 19,173 - 16,259 -

By referring to the above table for both the end of the current and previous periods, you
will note a decrease in the Sil Basic Own Funds from the end of the prior reporting
period to the end of the current reporting period. (YE 31/12/22: €16,259k; YE 31/12/21

€19,173k) mainly as a result of IFRS accounting losses recorded during 2022.

7.1.2 Explanation of Differences between Equity in Financial Statements and as
Calculated for Solvency Purposes

The table below reflects the quantitative valuation differences for RIMSE between its

equity as valued for statutory purposes and the excess of assets over liabilities as
calculated for solvency purposes:

Explanation of Variances

IFRS - Excess of Assets over Liabilities 16,893,116
Solvency |l - Excess of Assets over Liabilities 16,258,663
Difference 634,453
Deferred Acquisition Costs 73,822
ENIDS 141,033
Discounting 1,337,614
Profit on PP 88,540
Risk Margin 1,586,911
Default 81,761

634,453
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7.1.3 Information on Structure, Amount and Quality of Own Funds

Solvency Il Available Own funds total €16.3 million (2021: €19.2 million), comprising
€7.8 million of Ordinary Share Capital (2021: €7.8 million), €26.5 million of Capital
Contribution (2021: €26.5 million) and (€18) million of Reconciliation Reserve (2021:
(€15.1) million).

All own funds items are Basic and are classified as Tier 1. Both RMSE’s Ordinary Share
Capital, Capital Contributions and its Reconciliation Reserve balances are considered
permanently available and able to absorb losses on a going concern basis as well as in
the case of winding-up.

Please note in the below table the compostion of eligible own funds to meet the SCR:

Specification solvency position

Solvency | Capital requirement Eiigible capital Solvency ratio MCR as % SCR
SCR 8,627,703 16,258,662 188.4% 46.4%
MCR 4,000,000 16,258,662 406.5%

Composition Available capital | | Eligible capitalforSCR Shortfall SCR | Eligible MCR Shortfall MCR
Tier 1 unrestricted 16,258,662 16,258,662 0 16,258,662 0
Tier 1 restricted 0 0 0
Tier 2 basic 0 f 0
Tier 2 ancillary 0
Tier3 0
Tier 3 ancillary 0

7.1.4 Information on ltems Deducted from Own Funds

There are no items deducted from own funds which warrant disclosure.
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7.2 Solvency Capital Requirement and Minimum Capital Requirement

SCRCover | MCR Cover SCR MCR
188% 406% 8,621,702 4,000,000
| I
BSCR Operational Adjustment
6,636,694 1,991,008 0
I I |
Market Default Health Non-Life
553,251 4,279,618 3,127 3,146,167
Equity Counterparty Premiums & Premiums &
0 Default Reserves Reserves
4,219,618 3127 3,064,002
Concentration
73,753 Lapse Lapse
0 0
Spread
463,432 Catastrophe Catastrophe
0 281,385
Interest Rate
141,875
Property
0
FX
0

RMSE GROUP: 31/12/2022
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Through the use of the Standard Formula, the maximum and minimum Capital
Requirement has been determined as follows:

Minimum Capital Requirement (MCR)
[ MCR 4,000,000 |
Parameters

Total MCR NL 1,318,288 Cap 45%6

Cap 3,882,466 Floor 25%

Floar 2,156.926 AMCR 4,000,000

Line of Business Net Technical Provisions | Net Premium Written Zaramﬂer’: MCR NL

Medical Expense 18,347 1,251 5% 5% 921
Income Protection [e] o 13% 9% 0
Workers' Compensation [e] o 11% 8% o]
Motor Vehicle Liability (o] (o] 9% 9% 0
Other Motor Q o} 8% 8% o}
Marine, Aviation & Transport 362,008 17,521 10%6 14% 39,740
Fire & Other Damage to Prope 272,656 5,020 9% 8% 26,006
General liability insurance 9,245,077 44,402 10% 13%% 958,060
Credit & Suretyship 1,459,666 311,512 18% 11% 255,953
Legal Expenses o o] 11% 7% 0
Assistance 0 0 19% 9% 0|
Miscellaneous Financial Loss (o] o 19% 12% o]
NPR - Health (o] o] 19%% 16% (s}
NRP - Property (=] 0 19% 16% o]
NPR - Casualty ] Q 19% 16% (8]
NPR - Marine, Aviation & Trang (0] o) 19% 16% [s]

GROUP SCR RESULTS COMPARISON

Movement

Cover 197% 188% -10%
______mcrR | 3700] _______a000] 300

SCR 9,719 8,628 - 1,091
Operational 2,243 1,991 |- 252
BSCR 7,476 6,637 |- 839
Market 753 553 |- 200
Default 4,941 4,280 |- 661
Health 283 3 |- 280
Non-Life 3,278 3,146 |- 132
Available Capital 19,173 16,259 - 2,914
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The overall solvency capital requirement decreased from EUR 9.7 million to EUR8.6
million. The main drivers for the decrease in SCR were as follows:

a) Counterparty default risk — decreased due to the decrease in Type 2 insurance
receivables and reinsurance recoverable exposures when compared with prior
year.

b) Premium, reserve and catastrophe risk decreased in line with the decrease in
the growth of premium income

7.3 Use of the Duration-based Equity Risk Sub-module in the Calculation of the
Solvency Capital Requirement

RMSE makes no use of the duration-based equity risk sub-module in the calculation of
the SCR.

7.4 Differences between the Standard Formula and any Internal Model Used

RMSE does not make use of an Internal Model to calculate the SCR.

7.5 _Non-compliance with the Minimum Capital Requirement and Non-
compliance with the Solvency Capital Requirement

RMSE has not, at the any point during the reporting period or during the period between
the reporting date and the issuance of this report been non-compliant with either its SCR
or Minimum Capital Requirement (‘MCR"). Given its level of capital currently, and
projected in the future, it does not foresee the risk of future non-compliance.

7.6 Any Other Information
There is no additional material information regarding capital management that should
be disclosed.
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APPENDIX: LIST OF QUANTITATIVE REPORTING TEMPLATES
(QRTs) FOR PUBLIC DISCLOSURE (GRrRoupPs)

The following table lists down the QRTs that are required to be publicly disclosed as applicable

to the Company:
TEMPLATE REFERENCE TEMPLATE DESCRIPTION
S.02.01.02 Balance Sheet
S.05.01.02 Information on premiums, claims and expenses
S.05.02.01 Premiums, claims and expenses by country
S.23.01.22 Information on own funds
S.25.01.22 Information on the Solvency Capital Requirement
calculated using the standard formula
5.32.01.22 Undertakings in the scope of the Group
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S02.01.02.01 Balance Sheet

Assets

Solvency |l
Solvency |l value
Co010
Goodwill R0O010
Deferred acquisition costs R0020
Intangible assets R0O030
Deferred tax assets R0040
Pension benefit surplus RO050
Property, plant & equipment held for own use R0O060
Investments (other than assets held for index-linked and unit-linked RO0O70 11,255,804
contracts)
Property (other than for own use) RODBD
Holdings in related undertakings, including participations RO0S0
Equities R0O100
[Equities - listed RO110
|Equities - unlisted RO120
Bonds RO130 11,255,804
Government Bonds RO140 2,052,707
Corporate Bonds R0O150 9,005,954
Structured notes RO160
Collateralised securities R0O170 197.14&
Collective Investments Undertakings R0O180
Derivatives RO190
Deposits other than cash equivalents R0200
Other investments R0210
Assets held for index-linked and unit-linked contracts R0220
Loans and mortgages R0230
Loans on policies R0240
Loans and mortgages to individuals RO250
Other loans and mortgages R0O260
Reinsurance recoverables from: R0O270 109,508,132
Non-life and health similar to non-life R0280 109,508,132
Non-life excluding health R0290 109,342,998
[Health similar to non-life RO300 165,134
Life and health similar to life, excluding health and index-linked and |R0310
unit-linked
Health similar to life R0320
Life excluding health and index-linked and unit-linked R0O330
Life index-linked and unit-linked R0340
Deposits to cedants R0O350
Insurance and intermediaries receivables R0O360
Reinsurance receivables R0O370 3,581,717
Receivables (trade, not insurance) R0O380
Own shares (held directly) RQO390
Amounts due in respect of own fund items or initial fund called up but not |R0400
yet paid in
Cash and cash equivalents RO410 12,064,243
Any other assets, not elsewhere shown R0420 8,751,324
Total assets ROS500 145,161,220
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502.01.02.01 Balance Sheet (continued)

Liabilities Technical provisions - non-life RO510 122,452,798
Technical provisions - non-life (excluding heailth) RO520 122,267,533
Technical provisions calculated as a whole RO530
Best Estimate R0O540 120,682,406
Risk margin RO550 1,585,128
Technical provisions - health (similar to non-life) RO560 185,265
Technical provisions calculated as a whole ROS570
Best Estimate RO580 183,481
Risk margin RO590 1,784
Technical provisions - life (excluding index-linked and unit-linked) R0O800
Technical provisions - health (similar to life) RO810
Technical provisions calculated as a whole RO620
Best Estimate RO630
Risk margin R0840
Technical provisions - life (excluding health and index-linked and unit{R0650
linked)
Technical provisions calculated as a whole RO660
Best Estimate RO670
Risk margin RO&80
Technical provisions - index-linked and unit-linked RO690
Technical provisions calculated as a whole RO700
Best Estimate RO710
Risk margin RO720
Other technical provisions RO730
Contingent liabilities RO740
Provisions other than technical provisions RO750 118,722
Pension benefit obligations RO760
Deposits from reinsurers RO770
Deferred tax liabilities RO780
Derivatives RO790
Debts owed to credit institutions RO800
Financial liabilities other than debts owed to credit institutions R0O810
Insurance & intermediaries payables R0820 64,150
Reinsurance payables R0O830 5,688,764
Payables (trade, not insurance) R0840
Subordinated liabilities R0850
Subordinated liabilities not in Basic Own Funds R0O860
Subordinated liabilities in Basic Own Funds RO870
Any other liabilities, not elsewhere shown R0O880 578,123
Total liabilities R0O200 128,902,557
Excess of assets over liabilities R1000 16,258,663
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5.05.01.02.01 Non-Life (direct businessfaccepted proportional reinsurance and accepted non-proportional reinsurance)

Z Ais:
Line of Business for. norvffe insurance and renstrance obigations (direct business and accepled Tolal
Medical experse [Marive, avalionand| Freandolter | Generalfabilty |  Creditand
iswrance | lransport insurance [ damageto property | instrance  {suelyship insurance
imsurance
£00t0 0080 cooro Coosd 0030 Cox0

Premiums writien Gross - Direct Business [Ro110 12,507} 175,085 50,209 443,089 3,159,601 3840475

Gross - Proportioral reinsurance accepled ROIZ0

(Gross - Nonkproporlional reinstrance accepted ’ROISU

Rensurers' share [Ro140 11,258] 157574 45,189 398,667 2,845,089 340,769

[Net [Roz00 151 17521 5020] 4400 31,512 379,706
Premiums earmed [Gross - Direct Business [Ro210 8374 157427 4628 392,99 3033891 3,638,768

Gross - Proporfioral reinsurance accepled R0220

(Gross - Non-proporiional reinsurance accepled R0230

Reinsurers’ share |Ro240 7531 141,684 41,656] 3,697 258174 3126304

[Net [Roz00 87 15.743] -tﬁ 39,29 451.957] 512,464
Claims incured (Gross - Diredt Business [Rest0 401,121 448,32 4,853,868 14,607,271 178362 2,094,181

(Gross - Proportional reinstrance accepled RO320

(Gross - Norproportonal reinstrance accepled ‘nmeo

[Reisrers' share [Road0 31,008 10,22 43704200 13,465,123 165071 19,966,557

[het [Ro400 Q113 38,031/ 483,469 1,142,108 1280 212764
(Changes in olher lechrical provisiors (Gross - Direct Business RO410 (1,100,730 (TBEE)] (40038472 17,002,906 15,837,157 9,023,000

Gross - Proportional reinswrance accepled RO420

Gross - Non-proportioral reinsurance accepled RO4%0

Reirsurers'share R0440 (o0,657] o3 (oaerse  teassme]  wamresy (10169,000)

el R0500 (110,073 (77,103 (0313 514019 15494700 1,146,000
Expenses incurred RO550 6,067 84,938 R 214,31 1532711 1,863,000)
Olher expenses Ri200
Tolal expenses R1300 1,883,000
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$.05.02.01.01 Home Country - non-life obligations

Z Axis:
Home country
Home country
Cooso

Premiums written Gross - Direct Business R0O110 0

Gross - Proportional reinsurance accepted R0120

Gross - Non-proportional reinsurance accepted RO130

Reinsurers' share R0140 0

Net R0200 0
Premiums earned Gross - Direct Business R0O210 0

Gross - Proportional reinsurance accepted R0220

Gross - Non-proportional reinsurance accepted R0O230

Reinsurers' share R0240 0

Net R0O300 0
Claims incurred Gross - Direct Business RO310 19.873

Gross - Proportional reinsurance accepted RO320

Gross - Non-proportional reinsurance accepted R0O330

Reinsurers' share RO340 321,805

Net R0O400 (301,932)
Changes in other technical provisions Gross - Direct Business RO410 (97,963)

Gross - Proportional reinsurance accepted R0420

Gross - Non-proportional reinsurance accepted R0430

Reinsurers' share R0440 (1,252.018)

Net R0O500 1,154,055
|Expenses incurred RO550 0
Other expenses R1200
Total expenses R1300
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§5.05.02.01.02 Top 5 countries (by amount of gross premiums written) - non-life obligations

Z Aods:
Other than home courtry
Couriry (by amount of gross premiums waritten) - norife obfigations
CZECHIA FRANCE GERMANY ITALY SPAIN UNITED KINGDOM
C0090_60 €0020_76 C0020_83 €0090_109 €0090_208 0090234
Premiums wiitten iGloss- Direct Business RO110 (1.5‘11L 187,766| (4,367) 3,158,437] {28,751)] 528,891
Gross - Propartional reinsurance accepled RO120
Gross - Non-proportional reinsurance accepled RO130
[Reirsurers’ stare RO140 1,350 163, 3831 (2.328,07 2.7 (65.181)|
[net R0OZ200 (150), 24,181 (437) 831,362 (2.375) 459,709
Premiums earmed |Gross - Direct Business Ro210 (1,500 37,469] 839,693 2479.87 (29.751) 3172370
Gross - Proportional reinsurance accepted RO220
Gross - Non-proportional reinsurance accepled RO230
Reirsurers’ share RO240 1,350 {532,836, (940.509), (1.796.086) 26.778| 1,307.367
Net RO300 {150)| {495, {100,816) 683,804 {2.87 4,473,737,
Claims incurred Gross - Direct Business RO310 852,325] 44,931 1,853, 16,823,044
Gross - Praportional reinsurance accepled R0320
Gross - Non-proportional reinsurance accepted RD330
Reinsurers' share RD340 456.,065| 19,104; 341,401
et RO400 396.259)| 25,827} 1,511,605/
Changes in ather lechrical provisions Gross - Direct Business RD410 (246,685)| 1,633,273 (6,467,291} 13.053.107, (448.840)
Gross - Proportional reinsurance accepled RO420
Gross - Non-praportional reinsurance accepled RO430
Reinswrers' share R0440 (22.017) (9.285,008) (7,341, 764)) 1,395,201 (405,027) 22916510
et RO500 (24.669) 765173 B74,473] 11,657,907 (44,81 57,076,
s incurred RO550 (1.443) 180.626 (4.201) 3,039,301 (28,620) 508,780
Othar expenses R1200
Tolal expenses R1300
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$.05.02.01.03 Total Top § and home country - non-life obligations

Z Axis:
Non-life and Health
non-SLT
Total Top 5 and
home country
C0140

Premiums written Gross - Direct Business RO110 3,840,475

Gross - Propartional reinsurance accepled RO120

Gross - Non-proportional reinsurance accepted R0O130

Reinsurers' share R0O140 (2,528,784)

Net R0200 1,311,691
Premiums earned Gross - Direct Business RO210 6,437,022

Gross - Proportional reinsurance accepted R0220

Gross - Non-proportional reinsurance accepted R0230

Reinsurers' share R0240 (1,933,926)

Net R0O300 4,503,098
Claims incurred Gross - Direct Business R0310 19,593,180

Gross - Proportional reinsurance accepted R0O320

Gross - Non-proportional reinsurance accepted R0O330

Reinsurers' share R0340 19,493,375

Net R0400 99,805
Changes in other technical provisions Gross - Direct Business R0410 (30.001,696)

Gross - Proportional reinsurance accepted R0420

Gross - Non-proporticnal reinsurance accepted R0430

Reinsurers’ share R0440 5,805,876

Net R0O500 (35,807,572)
Expenses incurred R0O550 3,694,443
Other expenses R1200
Total expenses R1300 3,694,443
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5.23.01.22.01 Own funds
Z Axs;

RiverStone

onal

Tier 2 | Tier 3 |

Total Tier 1 - uncestrictad | Tiar 1 - restricted |
coo10 C0020 C0030 |

Basic own funds before daduction for participations in olhar
financial sector

[Ordinary share capital (gross of awn shares)

€0040 | C0050 |

34,260,000] 34,260,000]

Non-available called but not paid in ordinary share capital at
aroup level

Shara premium account related to ordinary share capial

Initial furds, mambers’ contributions or the equivalent basic
lown - fund item far mutual and mutual-type undertakings

Subordinated mutual membar accounts RO050

Non-available subordinated mutual member accounts al group [RO0S0

level
ROOT0

Surplus funds.
Non-availatle surplus funds at group laval RO0BO

Preferance shares RO0Z0

[Non-availabls preference shares at graup level RO100

Share premium account related to prelerence shares RO110

(Non-available share premium account related to prafarence
shares at group lavel

RO120

RO130

(18,001.337)| (18,001,337)|

Subordinated fiabilitios RO140

Non-available subordinated kabilities at group level RO150

An amount equal to the value of net deferrad tax assats RD160

The amount equal to the valus of net deferred tax assats nat
available at the group leval

RO170

Gther itams approved by supervisary authority as basic own |R0180

funds not specified above

Nan available own funds ralaled to other awn funds iterms.
approved by supervisary autharity

RO190

Minority interests (if nol reporied as part of a spacific own
fund item)

RO200

Nar-available minarity interests at group level RO210

Own funds from the financial stalements Lhat should not be
reprasented by the recanciliation reserve and do nol meet the
criteria ta be classified as Solvency Il own funds.

[Own funds from the financial statemants that should not be
reprosanted by the reconciliation reserve and do not meel the
crileria to be classified as Salvancy Il own funds

RO220

Daductions

Deductions for participations in othar financial undertakings,
including man-regutated undertakings carrying out financial
lactivities.

RO230

wheroaf deducted according to art 228 of the Directive RO240
E

2009/138/EC

[Deductions for participatians where thera is non-availability of
information (Article 229)

RO250

Daduction for participations included by using D&A when a
icambinatian of mathods is used

[Total of nan-available own fund items

Total daductions

Total basic own funds after deductions

16,258,663 16,258 663

[Ancillary own funds

Unpaid and uncalled ordinary share capital callable on
demand

Unpaid and uncallad intial lunds, members' contributions or
the equivalont basic own fund ftem for mutual and mutual -
type undertakings, callable on demand

Unpaid and uncalled preference shares callable on demand

A legally binding commitmant to subscribe and pay for
subordinated fiabilities an demand

Lottars of credit and guarantess under Article 96(2) of the RO340

Dirsclive 2009/138/EC

Lattars of credit and guarantees other than under Arlicle
86(2) of the Directive 2008/138/EC

[Suppiementary mambers calls under first subparagraph of
Article 96(3) of the Directive 2009/138/EC

Supplementary members calls - albar fan undor first
subparagraph of Article 96(3) of the Directive 2008/138/EC

Non available ancillary own funds at group level

Othar ancillary awn funds

Total ancillary own funds
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523.01.22.01 Own Funds (continued)

[Ovin funds of other financial sectors Credit institutions, investment firms, financial institutions, R0O410
alternative investment fund uciTs
companies - total
Institutions for occupational retirement provision [R0420
Non reguiated entities carrying out financial activities RD430

Total own funds of other financial sectars

Own funds vehen using the D&A, exclusively or in combination (Own funds aggregated when using the D&A and combination

of method 1 of method
Own funds aggregated when using the D8A and combination
of method net of IGT
Total available ovin funds to meet the consolidated group 16,258,653, 16,258,563
SCR (excluding own funds from other financial sector and
from the undertakings included via D&A )
Tolal available ovin funds lo meet the minimum consolidated  |R0S30 16,258,663 16,258,663
oup SCR
Tolal eligible ovm lunds to meet the consolidated group SCR [R0560 16,258,663 16,258,663
(excluding ovn funds from other financial sector and from the
undertakings included via D8A )
Tolal efigible own funds to meet the minimum consolidaled 16,258,663 16,258,663
group SCR
Minimum consolidated Group SCR 4,000,000
Ratia of Eligible own funds Lo Minimum Consalidated Group SCR 406%
Tolal eligible own funds to meet the group SCR {including own funds from other financial sector and from the undartakings 18,258,683
included via D&A)
Group SCR ROGED 8,627,702
Ratio of Elfigible own funds Lo group SCR including other financial sectors and the undertakings included via D&A ROGE0 188%
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$.23.01.22.02 Reconciliation reserve
Z Axis:

RiverStone

| Coos0
Accounting consolidation-based melhod [method 1 and part of |Reconciliation reserve Excess of assels over liabililies Ro700 16,258,663
combinalion of methods 1 and 2]
Own shares (held directly and indireclly) R0710 0
Foreseeable dividends, distributions and charges R0720
Other basic own fund ilems R0730 34,260,000
Adjustment for restricted own fund items in respect of RO740
matching adjustment portfolios and ring fenced funds
Other non available own funds RO750
Reconciliation reserve RO760 (18,001,337)
Expecled profils Expecled profils included in future premiums (EPIFP) - Life  [R0770
business
Expecled profils included in fuure premiums (EPIFP) - Non-  |R0780
life business
Total Expecled profits included in fulure premiums (EPIFP) RO790

CONFIDENTIAL: -Commercially Sensitive & Proprietary Information. Not Fer Further Distribution.

Page 68 of 71

m b
Deloitte



RiverStone
International

$

S5.25.01.22.01 Basic Solvency Capital Requirement
Z Axis:

Gross solvency
capital requirement

Simplifications

co110 Co120

Market risk R0010 553,251
Counterparty default risk R0020 4,279,618
Life underwriting risk R0O030 0
Health underwriting risk R0O040 3,127
Non-life underwriting risk R0O050 3,146,167
Diversification R0O060 (1,345,469)
Intangible asset risk R0O070

Basic Solvency Capital Requirement R0O100 6,636,694
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$.25.01.22.02 Calculation of Solvency Capital Requirement

co100
Operational risk RO130 1,991,008
Loss-absorbing capacity of technical provisions R0O140
Loss-absorbing capacity of deferred taxes RO150
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC RO160
Solvency Capital Requirement excluding capital add-on R0200 8,627,702
Capital add-ons already set R0210
Solvency capital requirement for undertakings under consolidated method R0220 8,627,702
Other information on SCR Capital requirement for duration-based equity risk sub-module RO0400
Total amount of Notional Solvency Capital Requirements for R0410
remaining part
Total amount of Notional Solvency Capital Requirements for ring R0420
fenced funds
Total amount of Notional Solvency Capital Requirements for R0430
matching adjustment portfolios
Diversification effects due to RFF nSCR aggregation for article 304 [R0440
Minimum consolidated group sclvency capital requirement R0470 4,000,000
Information on other entities Capital requirement for other financial sectors (Non-insurance RO500
capital requirements)
Capital requirement for other financial sectors (Non-insurance |R0510
capital requirements) - Credit institutions, investment firms
and financial institutions, alternative investment funds
managers, UCITS management companies
Capital requirement for other financial sectors (Non-insurance |R0520
capital requirements) - Institutions for occupational retirement
provisions
Capital requirement for other financial sectors (Non-insurance capital requirements) - Capital requirement for non-|R0530
regulated entities carrying out financial activities
Capital requirement for non-controlled participation requirements  |R0540
Capital requirement for residual undertakings R0O550
Overall SCR SCR for undertakings included via D and A R0O560 8,627,702
Solvency capital requirement RO570 8,627,702
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$.32.01.22.01 Undertakings in the scope of the group

RiverStone
International

Cortry | Legal Namg of the | Type of wdsrizking | Legalfom Calegury Sugenisory Citeria of ifhence Incksioninhe scopeof Grp | Group sency
ndzriaking (maglonmutie)|  Aubordy SUpenvson calodaton
Geaplishre | Busedlorthe | %wlngngs | Othercriera | Lelolinhence | Properonel shere Yesto Datz of degsionl | Method used and
Momeric) | establstmental | (Mmeri) (Tei) (ang) | walogo | (Oang) | ot 2Mseppled | undrmethod ,
corsofdated solvency calcuzton (Dete) Irezlment of the
aeonls (Heamerc) indzfaking
[Namzc) (Qreme)
Idertication code of
ety Igerter for
s2¢ (D (Ted)

0o ot 0004 00050 CO0E0 00070 00050 00180 o010 00 oo oA jeret] [ouZ] 0050 00260
LEI3B00M2020{NALTA IRnersione lNonle Picelimied  |Milvale Wala Firercal — |100.00% 100 00% 0.00% WA Sgnficant 100.00% Inchded rto scope Method 1: Full
SBIKETE nqurance (Mata)  (undedakings Lizhity Company Services Auborty ol groun supenisin consoidztion

B
ILEIR13600HBEI3U |MALTA Roverstone Holdrgs (lrsuamcehodng  [PrieteLimted  [Mflvake Mala Firancel  (000% 000% 000% A N ale 1000% Inchuded o scope Method 1: Ful
IHMSTLIET (Mata) Limied  |companyas defed [Libity Company Services Authorty ol group supension consalidation
nAl 25000
Directrve
s
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® Central Business District
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Malta

Tel: +356 2343 2000, 2134 5000
Fax: +356 2133 2606
info@deloitte.com.mt
www.deloitte.com/mt
Company Ref No: C51312
: ’ VAT Reg No: MT2013 6121
Independent auditor’s report Exermnnon number: EX02155
to the directors of

Riverstone Insurance (Malta) SE

Opinion
We have audited the following relevant elements of the Group Solvency and Financial Condition Report
(“SFCR”) prepared by Riverstone Insurance (Malta) SE (the Company) as at 31 December 2022:

e Disclosures pursuant to Articles 296, 297 and 359(d) and (e), as at 31 December 2022 (‘the Narrative
Disclosures subject to audit’); and

e  Group templates 5.02.01.02, 5.23.01.22, 5.25.01.22 (‘the Group Templates subject to audit’).

The Narrative Disclosures subject to audit and the Group Templates subject to audit are collectively referred to
as the ‘relevant elements of the Group SFCR’.

We are not required to audit, nor have we audited, and as a consequence do not express an opinion on the

Other Information which comprises:

° the ‘Introduction’, ‘Summary’, ‘Business and performance’, ‘System of governance’ and ‘Risk profile’
elements of the SFCR;

. Group templates 5.05.01.02, 5.05.02.01, $32.01.22.

To the extent the information subject to audit in the relevant elements of the Group SFCR includes amounts
that are totals, sub-totals or calculations derived from the Other Information, we have relied without
verification on the Other Information.

In our opinion, the information subject to audit in the relevant elements of the Group SFCR of the Company as
at 31 December 2022 is prepared, in all material respects, in accordance with the Insurance Business Act (Cap.
403) and the Insurance Rules issued thereunder, the Commission Delegated Regulation (EU) 2015/35 and the
Commission Implementing Regulation (EU) 2015/2452 (hereafter referred to as “the relevant legislation”).

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
elements of the Group 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’ International Code
of Ethics for Professional Accountants including International Independence Standards (IESBA Code) together
with the Accountancy Profession (Code of Ethics for Warrant Holders) Directive (Maltese Code) that are
relevant to our audit of the relevant elements of the Group SFCR in Malta, and we have fulfilled our other
ethical responsibilities in accordance with the IESBA Code and the Maltese Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter — Basis of Accounting

We draw attention to the ‘Narrative Disclosures subject to audit’ of the Group SFCR, which describe the basis

of accounting. The Group SFCR is prepared in compliance with the financial reporting provisions of the

Solvency Il regulations, and therefore in accordance with a special purpose financial reporting framework. As a

result, the Group SFCR may not be suitable for another purpose. Our opinion is not modified in respect of

these matters.
Deloitte Audit Limited is 3 limited liability company registered in Maka with registered office at Deloitte Place, Triq L-Intarnjatur, Central Business District, CBD 3050 Malta. Deloitte Audit Limited
forms part of the Deleitte Malta firm. The Deloitte Malta firm consists of (i) Deloitte, a civil partnership regulated in terms of the laws of Malta, cansptu:ed between limited habm}y companies,
operaling at Deloitte Place, Trig L-Intornjatur, Central Business District, CBD 3050 Malta and (i) the affiliated operating entities; Deloitte Services Limited (C51320). De\o\tte Advisory and fechno\ugy
Limited (C23487), Delaitte Audit Limited (C51312) and Malta Internatianal Training Centre Limited (C5663), all limited liability companies registered in Malta with registered offices at Deloitte Place,
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Independent auditor’s report (continued)
to the directors of
Riverstone Insurance (Malta) SE

Other Information
The Directors are responsible for the Other Information.

Our opinion on the relevant elements of the Group SFCR does not cover the Other Information and, we do not
express an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the Group SFCR, 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
SFCR, or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify
such material inconsistencies or apparent material misstatements, we are required to determine whether
there is a material misstatement in the relevant elements of the Group SFCR or a material misstatement of the
Other Information. 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 relation to these matters.

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

The Directors are responsible for the preparation of the Group SFCR in accordance with the financial reporting
provisions contained in the relevant legislation referred to above. In accordance with section 8.9 and
paragraph 8.11.1 of Chapter 8 of the Insurance Rules, the Directors are responsible for having in place
appropriate systems and structures to meet the Company’s public disclosure requirements in relation to the
Group SFCR and for the approval of the Group SFCR.

The Directors are also responsible to have the necessary internal controls to enable the preparation of the
Group SFCR which is free from material misstatement, whether due to fraud or error. The Directors are
responsible for overseeing the Company’s financial reporting process.

The Directors satisfy themselves that, throughout the financial year in question, the Company has complied in
all material respects with the requirements of the relevant legislation as applicable to the Company. The
Directors are also required to sign a Declaration Form, in accordance with paragraph 8.6.2 and 8.11.1 of
Chapter 8 of the Insurance Rules and Annex IV to the said Chapter, for submission with the Group SFCR to the
competent authority.

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

It is our responsibility to form an independent opinion on the Narrative Disclosures subject to audit that the
Company shall disclose and on the Templates subject to audit, in accordance with paragraph 8.10.2 and 8.11.1
of Chapter 8 of the Insurance Rules and Annex V to the said Chapter, confirming that the said relevant
elements of the Group SFCR have been prepared in all material respects in accordance with the relevant
legislation. Such audit is to be made in accordance with paragraph 8.10.2 and Annex V of Chapter 8 of the
Insurance Rules and with International Standards on Auditing.
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to the directors of
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Auditor’s Responsibilities for the Audit of the relevant elements of the Group Solvency and Financial
Condition Report (continued)

Our objectives are to obtain reasonable assurance about whether the relevant elements of the Group SFCR 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 decision making or the judgement of the users taken on the basis of
the Group SFCR.

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

* Identify and assess the risks of material misstatement of the relevant elements of the Group SFCR,
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.

* 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.

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

* Conclude on the appropriateness of the 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 relevant elements of the Group SFCR or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to cease to continue as a going
concern.

* Evaluate the overall presentation, structure and content of the relevant elements of the SFCR, including
the disclosures, and whether the relevant elements of the Group SFCR represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the 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.
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Restriction on use and distribution of our Report

This report is made solely for the exclusive use of the Directors of the Company in accordance with our
engagement letter dated 1 February 2023. However, we acknowledge that a copy of our report will be
provided to the Malta Financial Services Authority (“MFSA”) for the use of the MFSA solely for the purposes
set down by Chapter 8 of the Insurance Rules issued under the Insurance Business Act (Cap. 403). Except for
the MFSA’s obligations under its Memoranda of Understanding for regulatory collaboration and co-operation
our Report is not to be used for any other purpose, recited or referred to in any document, copied or made
available (in whole or in part) to any other person without our prior written express consent. Our audit work
has been undertaken so that we might state to the Company’s Directors those matters we are required to
state to them in an auditor’s report on the relevant elements of the Group SFCR and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume any duty of care, or any other responsibility
and/or liability to anyone other than the Company, for our audit work, for this report or for the opinions we
have formed.

'’

This report was drawn up on 6 April 2023 and signed by:

Mark Giorgio as Director

In the name and on behalf of
Deloitte Audit Limited
Registered auditor

Mriehel, Malta



Riverstone Holdings (Malta) Limited

Part VI

Declaration Form — Solvency and Financial Condition Report

I, the undersigned, confirm that the:

e solvency and financial condition report (“SFCR”)

for the period 01/01/2022 to  31/12/2022 has been approved by the Board of Directors:

Name Signature

Luke Tanzer Oﬁ ~N_—

Director of the undertaking on behalf of the Board of Directors.

Date  06/04/2023

Insurance Rules - Financial Statements and Supervisory Reporting Requirements

Issued: 28" April 2016
Last Updated: 1 April 2017



