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Independent auditor’s report to the Trustee of The Cote Charity (continued) 
 
Fraud and breaches of laws and regulations – ability to detect 
Identifying and responding to risks of material misstatement due to fraud 

To identify risks of material misstatement due to fraud ("fraud risks") we assessed events or conditions that 
could indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk 
assessment procedures included: 

● Enquiring of management as to the charity's high-level policies and procedures to prevent and detect 
fraud as well as whether they have knowledge of any actual, suspected or alleged fraud. 

● Reading SM Trustee Company Limited board, audit committee, and investment committee meeting 
minutes. 

● Using analytical procedures to identify any unusual or unexpected year on year movements. 

We communicated identified fraud risks throughout the audit team and remained alert to any indications of 
fraud throughout the audit. 

As required by auditing standards, and taking into account our overall knowledge of the control 
environment we performed procedures to address the risk of management override of controls, in 
particular the risk that management may be in a position to make inappropriate accounting entries. 

On this audit we did not identify a fraud risk related to revenue recognition due to the simple recognition 
criteria and limited scope for judgement. We therefore assessed that there was limited opportunity for 
management to manipulate the income that was reported. 
 
We did not identify any additional fraud risks. 

In determining the audit procedures we took into account the results of our evaluation and testing of the 
operating effectiveness of some of the fraud risk management controls. 

We also performed procedures including:  

• Identifying journal entries and other adjustments to test based on risk criteria and comparing the 
identified entries to supporting documentation. These included unusual accounts combinations.   
 

Identifying and responding to risks of material misstatement due to non-compliance with laws and 
regulations 

We identified areas of laws and regulations that could reasonably be expected to have a material effect 
on the financial statements from our general commercial and sector experience and discussed with the 
directors and other management the policies and procedures regarding compliance with laws and 
regulations.   

As the Charity is regulated, our assessment of risks involved gaining an understanding of the control 
environment including the entity’s procedures for complying with regulatory requirements.  

We communicated identified laws and regulations throughout our team and remained alert to any 
indications of non-compliance throughout the audit.   

The potential effect of these laws and regulations on the financial statements varies considerably. 

Firstly, the Charity is subject to laws and regulations that directly affect the financial statements including 
financial reporting legislation (including charities legislation) and taxation legislation and we assessed the 
extent of compliance with these laws and regulations as part of our procedures on the related financial 
statement items.   

Secondly, the Charity is subject to many other laws and regulations where the consequences of non-
compliance could have a material effect on amounts or disclosures in the financial statements, for 
instance through the imposition of fines or litigation. We identified the following areas as those most likely 
to have such an effect: health and safety, employment law, and certain aspects of charity legislation 
recognising the financial and regulated nature of the Charity’s activities and its legal form.  
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