Annual Return 2014/15
ASSURANCE STATEMENT

Background
The Board is required to confirm that it has endorsed the Overview to the Annual Return.

The Board has charged the Chief Executive, with the responsibility to establish and maintain sound
systems of internal control that support the completion of the Annual Return submission to the
Water Industry Commission.

The systems of internal control that support completion of the Annual Refurn are designed to
ensure:

The accuracy and consistency of reporting

That soundly based assumptions and judgements are used

Audit trails are maintained for origination and approval of all data in the Annual Return
The identification, understanding and reporting on material data exceptions

The reliability of information for decision making and for performance assessment.
Compliance with applicable regulatory and legislative reporting requirements.

The systems of control are designed to reduce the risk of material error and to provide effective
assurance on the completion of the Annual Return.

Process
The Board gains assurance as to the effectiveness of internal control through:

« the controls and assurance process put in place by the Executive Directors to ensure that the
Annual Return is consistent with the requirements of regulatory reporting;

» a signed assurance statement from the Chief Executive concerning the operation of the
systems of internal control;

» reporting from Executive Directors on associated matters;
the results of both internal and external audit, and other internal and external review agencies;
the adequacy of management response to issues identified by audit and review activity;
assurances relating to the corporate governance requirements for the organisation; and

« the operation of anti-fraud policies, whistle-blowing processes, and arrangements for special
investigations.

Qutcomes

Based on the Board’'s knowledge of the effectiveness of the systems of internal confrol, that
support the completion of the Annual Return, the Board has endorsed the Overview to the Annual
Return. The Board has been assured that the assumptions, judgements and confidence grades
used are appropriate, reascnable and consistent with the requirements of regulatory reporting.

SIGNED CHIEF EXECUTIVE OFFICER
{On behalf of the Board of Scottish Water)
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