
























Sussex Capital UK PCC Limited 

Independent Auditors Report to the Members of Sussex Capital UK PCC Limited 

• Performance materiality: US$420,750 (2020: $141,000).

The scope of our audit 
As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial 
statements. 

Key audit matters 
Key audit matters are those matters that, in the auditors' professional judgement, were of most significance in the audit of 
the financial statements of the current period and include the most significant assessed risks of material misstatement (whether 
or not due to fraud) identified by the auditors, including those which had the greatest effect on: the overall audit strategy; the 
allocation of resources in the audit; and directing the effo1is of the engagement team. These matters, and any comments we 
make on the results of our procedures thereon, were addressed in the context of our audit of the financial statements as a 
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. 

This is not a complete list of all risks identified by our audit. 

The impact of Covid-19, which was a key audit matter last year, is no longer included because of the impact of the-pandemic 
on the company and its performance has reduced significantly in the year relative to the prior year. Otherwise, the key audit 
matters below are consistent with last year. 

Key audit matter 

Valuation of the claims outstanding provisions 
See no/es Jj and 6 of !he fl11a11cial s/a/emellls for disclosures of 
re/aied acco1111/i11g po/icies,j11dgeme11/s a11d eslima/es. 

The valuation of the claims outstanding provisions for 
the company have been estimated based on the 
information provided by Lloyd's Syndicate 2987. 
Management operates controls to provide challenge 
and oversight of the information provided by Lloyd's 
Syndicate 2987 before booking the company's claims 
outstanding provisions. Judgement is involved in 
arriving at the fmal claims outstanding provisions 
booked. There is a risk that adjustments made to the 
claims outstanding provisions provided by Lloyd's 
Syndicate 2987 are not adequately justified or 
supported which impacts on the company's 
performance. 

Valuation of the notes payable 
See notes 3k and 7 of the financial statements for disclosures of 
related accounting policies, judgements and estimates. 

The financial statements contain US$309m (2020: 
US$300m) of notes payable classified as a financial 
liability and are initially recorded at the transaction 
price, and subsequently at fair value. The fair value for 
this fmancial liability requires some additional audit 
focus due to the passage of time from the issue date to 
the year end date and the limited number of similar 
financial instruments for which observable data is 
available. 

How our audit addressed the key audit matter 

We gained an understanding of how Lloyd's Syndicate 
2987 establishes its claims outstanding provisions, 
including incurred but not reported claims reserves. 
We tested management's controls in place to challenge 
and oversee claims outstanding provisions allocated to 
the company from Lloyd's Syndicate 2987. 
We vouched the claims outstanding provisions booked 
by the company to the bordereaux provided by Lloyd's 
Syndicate 2987 and to materials which formed the basis 
of management's controls referred to above. 

Based on the work performed we determined that the 
valuation of the claims outstanding provisions is 
consistent with evidence we obtained. 

We have performed the following procedures in relation 
to the notes payable: 
• We assessed the company's accounting treatment and
basis for initial recognition and subsequent fair value
measurement of the notes payable;
• We assessed the related reinsurance agreement and
offering circular for the notes payable to determine the
appropriateness of the recorded amount, and the relevant
clauses in relation to the notes;
• With the assistance of actuarial experts, we reviewed
and tested the assumptions used and methodology
applied by management and its external expert in the fair
value assessment of notes payable.
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Based on the above procedures we determined that the 
fair value of the notes payable is consistent with the 
evidence we obtained. 

How we tailored the audit scope 

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial 
statements as a whole, taking into account the sh·ucture of the company, the accounting processes and conh·ols, and the 
industry in which it operates. 

We have performed audit procedures over the company's material balances and transactions. 

Materiality 
The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for materiality. 
These, together with qualitative considerations,. helped us to determine the scope of our audit and the nature, timing and 
extent of our audit procedures on the individual financial statement line items and disclosures and in evaluating the effect of 
misstatements, both individually and in aggregate on the financial statements as a whole. 

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows: 

Overall US$56 l ,OOO (2020: US$ l 88,000). 
company 
materiality 

How we 1 % of combined operating ratio ("COR"). This represents the total by which net operating 
de/ermined it expenses and/or net claims incurred would have to fluctuate to move the COR bv I%. 

Rationale for The company holds significant insurance balances allocated to it from the cession with Lloyd's 
benchmark Syndicate 2987. A primary performance measure for the syndicate is the COR and therefore 
applied this is an appropriate and generally accepted auditing benchmark for use in the calculation of 

materiality for the company. 

We use performance materiality to reduce to an appropriately low level the probability that the aggregate of uncorrected and 
undetected misstatements exceeds overall materiality. Specifically, we use performance materiality in determining the scope 
of our audit and the nature and extent of our testing of account balances, classes of transactions and disclosures, for example 
in determining sample sizes. Our performance materiality was 75% (2020: 75%) of overall materiality, amounting to 
US$420,750 (2020: $141,000) for the company fmancial statements. 

In determining the performance materiality, we considered a number of factors - the hist01y of misstatements, risk assessment 
and aggregation risk and the effectiveness of controls - and concluded that an amount in the middle of our normal range was 
appropriate. 

We agreed with those charged with governance that we would report to them misstatements identified during our audit above 
$28,050 (2020: $9,000) as well as misstatements below that amount that, in our view, warranted reporting for qualitative 
reasons. 

Conclusions relating to going concern 

Our evaluation of the directors' assessment of the company's ability to continue to adopt the going concern basis of 
accounting included: 
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Responsibilities for the financial statements and the audit 

Responsibilities of the directors for the financial statements 

As explained more fully in the Directors' responsibilities statement, the directors are responsible for the preparation of the 
financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair view. 
The directors are also responsible for such internal control as they determine is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a going 
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless 
the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so. 

Auditors' responsibilities for the audit of the financial statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or e1TOr, and to issue an auditors' report that includes our opinion. Reasonable assurance 
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect 
a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of 
these financial statements. 

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with 
our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent 
to which our procedures are capable of detecting irregularities, including fraud, is detailed below. 

Based on our understanding of the company and industty, we identified that the principal risks of non-compliance with laws 
and regulations related to breaches of regulat01y principles, such as those governed by the Prudential Regulation ("PRA") 
and the Financial Conduct Authority ("FCA"), and we considered the extent to which non-compliance might have a material 
effect on the fmancial statements. We also considered those laws and regulations that have a direct impact on the fmancial 
statements such as the Companies Act 2006, as applied to protected cell companies by The Risk Transformation Regulations 
2017. We evaluated management's incentives and oppo1tunities for fraudulent manipulation of the financial statements 
(including the risk of override of contt·ols), and determined that the principal risks were related to posting of inappropriate 
journals and management bias in accounting estimates. Audit procedures performed by the engagement team included: 

• Discussions with the Board and management, including consideration of known or suspected instances of non-
compliance with laws and regulation, and fraud;

• Assessment of matters reported on the whistle blowing helpline and management's investigation of such matters;
• Reviewing relevant meeting minutes including those of the Board, the Valuation Committee of Sussex Capital 

Management Limited (which covers the company), and correspondences with regulatory authorities, including the PRA 
and FCA;

• Testing and challenging, where appropriate, how the company's claims outstanding provisions and notes payable 
liabilities have been valued, considering specifically the existence of management bias;

• Testing journal entt·ies and considering those that may be potential indicators of fraud; and
• Designing audit procedures to incorporate unpredictability around the nature, timing or extent of our testing.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of 
non-compliance with laws and regulations that are not closely related to events and transactions reflected in the financial 
statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one 
resulting from error, as fraud may involve deliberate concealment by, for example, forge1y or intentional misrepresentations, 
or through collusion. 
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Our audit testing might include testing complete populations of certain transactions and balances, possibly using data auditing 
techniques. However, it typically involves selecting a limited number of items for testing, rather than testing complete 
populations. We will often seek to target pa1ticular items for testing based on their size or risk characteristics. In other cases, 
we will use audit sampling to enable us to draw a conclusion about the population from which the sample is selected. 

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at: 
www.frc.org.uk/auditorsresponsibilities. This description forms pa1t of our auditors' report. 

Use of this report 

This report, including the opinions, has been prepared for and only for the company's members as a body in accordance with 
Chapter 3 of Part 16 of the Companies Act 2006, as applied to protected cell companies by The Risk Transformation 
Regulations 2017, and for no other purpose. We do not, in giving these opinions, accept or assume responsibility for any 
other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly 
agreed by our prior consent in writing. 

Other required reporting 

Companies Act 2006 exception reporting 

Under the Companies Act 2006, as applied to protected cell companies by The Risk Transformation Regulations 2017,we 
are required to report to you if, in our opinion: 

• we have not obtained all the information and explanations we require for our audit; or

• adequate accounting records have not been kept by the company, or returns adequate for our audit have not been received

from branches not visited by us; or
• certain disclosures of directors' remuneration specified by law are not made; or
• the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to repo1t arising from this responsibility. 

Paul Pannell (Senior Statuto1y Auditor) 
for and on behalf of PricewaterhouseCoopers LLP 
Chartered Accountants and Statutmy Auditors 
London 
30 June 2022 
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