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Foreword

ISO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with ISO, also take part in the work.
ISO collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

The preeeds e + e ose—intended i rer—athtenance are
described in the ISO/IEC Dlrectlves Part 1. In partlcular the dlfferent approval criteria‘nieeded for the
diffefrent types of ISO document should be noted. This document was drafted in acdordance with the
editdrial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

ISO diraws attention to the possibility that the implementation of this document may invplve the use
of (a] patent(s). ISO takes no position concerning the evidence, validity or applicability of pny claimed
patent rights in respect thereof. As of the date of publication of this document, ISO had not received
notide of (a) patent(s) which may be required to implement this docuntenit. However, implejmenters are
cautjoned that this may not represent the latest information, whichXmay be obtained from the patent
database available at www.iso.org/patents. ISO shall not be held responsible for identifying any or all

such(patent rights.

Any trade name used in this document is information givenfor the convenience of users gnd does not
consfitute an endorsement.

For an explanation of the voluntary nature of standards, the meaning of ISO specifi¢ terms and
expressions related to conformity assessment;-as well as information about ISO’s agherence to
the World Trade Organization (WTO) principles in the Technical Barriers to Trade| (TBT), see
www.iso.org/iso/foreword.html.

This|document was prepared by Techdical Committee ISO/TC 224, Drinking water, wasfewater and
stormwater systems and services.

Any feedback or questions on this\document should be directed to the user’s national standprds body. A
complete listing of these bodies.can be found at www.iso.org/members.html.
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Introduction

Water is a global issue. Actions and subsequent decisions regarding water utilities are local issues. The
United Nations has set 17 Sustainable Development Goals (SDGs), many of which are water related.
Specifically, SDG 6 addresses water and sanitation and is intended to be applied at the local service
level. People are aware of climate change and its impact on water availability but also the changes in
weather, such as rain intensity or frequency, which can increase the risk of flooding events. The Paris
Agreement takes these risks into consideration at the international level, but the question still remains
on how they are considered at local level.

ated

The water ugt

and conceiv|
implemente
account use

The inform
and respong
utilities.

The roles d

ed. It is of vital importance that appropriate corporate governance systems existan
d to support these changes and ensure that water services are provided which takg
- and stakeholder needs and expectations in a sustainable way.

htion provided in this document improves decision-making processes and outlines
ibilities of responsible bodies and other relevant stakeholders in the goyernance of v

f relevant authorities, responsible bodies and water utilities can differ between

within countries and result in different minimum requirements for the-operations. Nevertheless

recommend|
governance

The Organis
are conside]
contrastto {

This docum

ed that such organizations recognize the importance of €ffective and efficient corp
to allow for the water utility to operate properly.

ation for Economic Co-operation and Development (OEED) Principles on Water Governan
ed as a reference in this document. The OECD principles deal with overall “governang
his document, which deals with corporate governance.

ent describes three levels of corporate governance mechanisms, as follows:

t level of corporate governance relatésto authorizations that are necessary for a v

utility §o operate. Typically, authorizations;required for the water utility to be able to op

nking water services, e.g. abstraction of raw water, water protection areas, building

rating facilities;

tewater services, e.gl discharge of wastewater treatment plants, discharge of non-dom
tewater into the seéwers, sludge disposal;

bts, e.g. buildinig and operating facilities;

mwaterananagement services, i.e. collection and storage or treatment of stormwater
elease«dnto the environment.

zations can be taken at the national, regional or local level.
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The second level of corporate governance considers the owner’s mission, including setting the

objectives of the service to be provided, the level of service, the setting or negotiation of water
prices, and the investment and asset management strategies.

implementation of decisions made by the owner within the relevant authorizations.

a) The fird
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2) way
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The third level of corporate governance relates to the management of the water utility and the
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Principles for effective and efficient corporate governance
of water utilities

1 Scope

This document establishes the basis for a framework for water utilities to operate efficiently and
effectivety considering stakeholder meeds anmd expectations:

This|document is applicable to all water utilities, regardless of ownership and management model
(public or private), size, service provided or location.

This|document proposes principles for effective and efficient corporate govefnance of water utilities
with|a focus on the roles and responsibilities of the responsible bodiescand operators{and on the
decidion-making process involving the relevant stakeholders. It also inclades key types of[decisions to
be made.

2 Normative references

The following documents are referred to in the text in such'a way that some or all of their content
consfitutes requirements of this document. For dated reférences, only the edition cited |applies. For
unddted references, the latest edition of the referenceddocument (including any amendmepts) applies.

ISO 24513, Service activities relating to drinking water supply, wastewater and stormwatey systems —
Vocapulary

3 Terms and definitions
For the purposes of this document, theterms and definitions given in ISO 24513 and the follpwing apply.

[SO dnd IEC maintain terminology databases for use in standardization at the following addresses:

— ISO Online browsing platform: available at https://www.iso.org/obp

— IEC Electropediazavailable at https://www.electropedia.org/

3.1
corporate governance
system by whieh utilities are directed and controlled

Note [L t0 entry: Corporate governance is organizational governance applied to corporations.

Note 2 to entry: From Cadbury 1992[2] and OECD 199981,

[SOURCE: ISO/IEC 38500:2015, 2.4, modified — “utilities” replaced “corporations”. Note 3 to entry
removed.]

3.2

governance

system of directing and controlling water utilities (3.3), corporate governance systems, responsible
bodies (3.4), relevant stakeholders, relevant authorities and responsible authorities

Note 1 to entry: This includes all of the processes of governing - whether undertaken by the government of a
state, by a market or by a network - over a social system (e.g. family, tribe, formal or informal organization, a
territory or across territories) and whether through the laws, norms, power or language of an organized society.

©1S0 2023 - All rights reserved 1
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water utility
whole set of organization, processes, activities, means and resources necessary for abstracting,
treating, distributing or supplying drinking water, for collecting, conveying, treating, disposing of or
reusing wastewater or for the control, collection, storage, transport and use or disposal of stormwater,
and for providing the associated services

Note 1 to ent

ry: Some key features for a water utility are:

transport and use of stormwater services, or a combination thereof;

its physil
its respo

the gene
legally d

the type

Note 2 to ent
addresses a
stormwater.

Note 3 to enf
operator, the

its mission, to provide drinking water services or wastewater services or the control, collection, storage,

cal area of responsibility and the population within this area;
nsible body (3.4);

ral organization with the function of operator (3.6) being carried out by the responsible body,
fstinct operators;

of physical systems used to provide the services, with various degrees of centralization.

ry: Drinking water utility addresses a utility dealing only with drinkingwater; wastewater y
utility dealing only with wastewater; stormwater utility addresses*a utility dealing only

ry: When it is not necessary or it is difficult to make a distinCtion between responsible bod
term “water utility” covers both.

Note 4 to enftry: In common English, “water service” can be used¢s a synonym for “water utility”, bu

document do
[SOURCE: I

3.4

responsiblg
body that h
services for

EXAMPLE
national or fe

Note 1 to ent

Note 2 to ent

es not recommend using the term in this way.

0 24513:2019, 3.3.1]

e body
s the overall legal responsibility for providing drinking water, wastewater or stormy
a given geographic area

A local or municipal goverhment (e.g. for a village, town or city), a regional governmen
deral government through a specified agency, or private company.

'y: Responsible bodytis)a category of stakeholder.

body can be public or private:

Note 3 to ent
relevant auth
of its area of

ry: The résponsible body acts within a framework of law and governance (3.2) established 4
orities;It generally establishes the strategy, the specific policies (3.5) adapted to the character
Fesponsibility and the general organization of the relevant water utility (3.3).

or by

tility

with

y and

[ this

vater

or a

ry: The responsible body can be legally distinct, or not, from the operator(s) (3.6). The respompsible

y the
istics

Note 4 to entry: The responsible body can operate the water utility directly with its own means through an
internal operator (direct or internal management or “in house”) or entrust one or several operators for the
operations (outsourced or contracted management).

[SOURCE: IS

3.5
policy
intentions a

0 24513:2019, 3.1.8.3]

nd direction of an organization as formally expressed by its top management
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3.6

operator

person or organization performing day-to-day processes and activities necessary for the provision of
the service

EXAMPLE1  Where responsible body (3.4) and operator are not legally distinct: a technical department in a
municipality, a specific division of a regional authority.

EXAMPLE 2  Oflegally distinct entities: a public organization, a private corporate company, a small contractor,
an non-governmental organization (NGO), a cooperative.

Note 1 to entry: There can be one or several operators for a given water utility (3.3), for example distinct operators
for irfstallations™ operation, billing and recovering service. Their missions are determined by th¢ responsible
body]An operator can subcontract some of its operations to other contractors, if allowed by theaesfjonsible body.

Note |2 to entry: The operator(s) can be legally distinct, or not, from the responsible body. They can be public or
privafe.

Note B to entry: In the context of this document, an “operator” is not a person empleyed within an orjganization to
operate a piece of equipment or process.

[SOURCE: ISO 24513:2019, 3.1.8.2]

3.7
owner
person, group of persons or organization that owns the infrastructure or asset

Note |l to entry: The owner can be the responsible body (3.4) er other stakeholders.

4 OQverview

Watgr is the cornerstone of sustainable development, being a driver for economic growth, s¢cial welfare
and survival of the environment. However, we are currently facing a crisis of water secufity in many
regidns of the world, understanding water security as the availability of an acceptable quantity and
quality of water for health, livelihoods;ecosystems and production, coupled with an acceptable level of
water-related risks to people, envitonments and economies.[€]

The vater sector is a complex-one due to its intrinsic characteristics, such as being fundamental for
different sectors and development or having different stakeholders involved in its managerpent.

Watgr utilities are the-key actors for implementing the national water policies at the local level, thus
allowing the achievement of the human right to safe and affordable water and sanitation.

Currgnt levels~of water security are jeopardized by different pressures, such as scarcitly, pollution,
unbglancedpopulation growth, extreme weather events and climate change. Water utiliti¢s are facing
several challenges, including:

— ageing waterinfrastructure and alack of investment in water assets to allow their maintenance and

renewal;

— water-related risks, such as extreme weather events (e.g. floods and droughts), water pollution and
appropriate levels of treatment or scarce availability of water resources;

— institutional factors, such as legislation at different levels, territorial reforms, fragmented
institutions, weak capacity at the local level, dispersion of competences, lack of policy coherence
among sectors related to water, weak transparency and accountability;

— environmental and socio-economic factors;

— uncontrollable disruptions, such as terrorist activities or cyberattacks.

©1S0 2023 - All rights reserved 3
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To be prepared for the future and enhance long term resilience, water utilities need to adapt to the
new global challenges the water sector is facing, combining technical and non-technical secure and
proven processes, methods and tools, and implementing a more inclusive and sustainable management,
engaging all relevant stakeholders.

To achieve these goals, corporate governance of water utilities should assess the range of political,
institutional and administrative rules, practices and processes (formal and informal) through which
decisions are taken and implemented, consulting stakeholders, as well as holding decision-makers
accountable for water management, in order to achieve effective, efficient and resilient water utilities
(adapted from the OECD definition of water governancel19).

L. ££ 3 pa| ££: o2 i + i Ealass Lo 11 _Jd 1
In order torhave—effective—and——effictent—cot potrare—governance,—water—ttitieS—Ssnotra—aevero and

implement g clear framework that covers all domains of the water utilities’ responsibilities, inicluding
but not limited to:

a) level of|service, which is defined according to customer expectations and is the expressipn of
political] decisions;

b) water r¢gsources management strategy, providing decisions which should betaken to:
1) secpire and conserve existing water resources identified by the releyant authority;

2) antjcipate future needs from population change;

3) su;;rort development within the utility’s service area;

4) addpress the effects of climate change, anticipation, prepdration and management of crisgs or
other events (drought, flooding, population migratieny;

c) asset mpnagement strategy covering the entire assetlife cycle, including associated requirenpents
such as human resources and finance;

d) risk mgnagement, ensuring water-related. risks are managed in a timely manner and at an
acceptaple cost to ensure protection of the’ community, public health, the environment ang the
financigl viability of the organization, So)that the next generation does not inherit liabilitie§ and
costs.

5 Corporate governance for-water utilities

Water is a key factor for sustainable growth and water utilities are key players for the fulfilment of the
human right to water and sanitation.[13]

Effective and efficient”corporate governance of water utilities should be based on overarching
governance principleswhich should guide the key elements of the water utility’s governance framework,
such as the ¢nes included in Table 1 (based on the OECD principles on water governancel10]).

Corporate governance should help to achieve well-managed water utilities, promoting long+{term
objectives of environmental sustainability and enhancing social welfare. A multi-level and multi-
stakeholder approach, integrating the heterogeneous concerns of stakeholders, can improve the
management of water utilities.

Table 1 — Corporate governance principles for water utilities

Corporate governance principle Explanation
Clear definition of roles and Water utilities have different levels of government and water-related
responsibilities across all levels institutions involved, and it becomes necessary to clearly define and
of government and water-related distinguish their roles and responsibilities regarding policymaking,
institutions involved in water policy implementation, operational management and regulation, in
utilities. order to identify and address gaps, overlaps and conflicts of interest.

4 © IS0 2023 - All rights reserved
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Table 1 (continued)

Corporate governance principle

Explanation

Foster co-ordination between the
different levels of government and
water utilities.

In order to avoid gaps, overlaps and conflicts of interest, effec

should be in place.

tive

coordination at and across these actors involved in water utilities

Encourage policy coherence across
sectors

Water is impacted and has an impact on other sectors such as
environment, health, energy, agriculture, industry, spatial pla
and land use. Therefore, cross-sectoral coordination becomes

nning

fundamental between policies for water and these other sectors.

Enhance capability of water-related

In order to achieve effective and efficient water utilities, it is i

professionals and
resppnsible authorities involved
in water utilities.

adapt the level of capacity of water-related professionals and
authorities to meet the water challenges and duties requited.

professionals and responsible authorities to contribute'to mo
and efficient performance.

mportant to
responsible
Appropriate

capability reviews can also further promote motivation\of water-related

re effective

Promote information-sharing Producing and sharing consistent water-relatedinformation ¢an be used

and ¢ducation and awareness to guide, assess and improve water management, as sharing ihformation

camjpaigns across all relevant is a necessary step for transparency. In addition, information education

stakeholders involved in water and awareness campaigns focused on theexternal stakeholdgrs of water

utilities. utilities, such as users or other sectors, should be a tool to engage these
actors in how to use water and caebtribute to the improvement of water
utilities and their services.

Encqurage technological and non- |Technological innovation allows water utilities to be more effective

stakeholder engagement.

responsiveness should facilitate managing water utilities effe
efficiently, considering all stakeholders in the decision-makin|
and-aiming for consensus (see Annex A).

techhological innovation in water |and efficient; but to impreve the level of service to users, wat¢r utilities

utilities. should promote the adeption and implementation of innovatiye practices
across responsible duthorities, levels of government and releyant stake-
holders, related, for example, to finance and economics, businless models,
communicationstrategies or stakeholder engagement.

Promote multi-level and multi- A multi-level ahd multi-stakeholder approach seeking engagement and

ctively and
g process

Encdurage equity and

Water utilities should encourage frameworks and practices tH

at allow for

prac
and
watg

Fices for greater accountability
rust in decision-makirng and
r utilities.

responsibilities regarding these activities and tasks and disc]
in a transparent way, in order to enhance trust and engageme
stakeholders in their corporate governance. In this sense, tra
understood as an open, comprehensive and understandable p
of information addressed to a targeted audience, and integrit

water utility.

inclusiveness across water managing trade-offs across different uses, users and areas, pffomoting
usersg. equity and inclusiveness.
Foster integrity and transparehcy |Water utilities should account for their activities and tasks, agcept their

pse results
nt of
\sparency,
resentation
y related to

moral and ethical principles and values, should be mainstreained in the

Promote regular monitoring and

evaluation of the corporate |

governance scheme.

it when needed. Evaluating corporate governance can strengt
countability of decision-makers and contribute to identifying

Continuous monitoring and evaluation should allow for identifying the
W&mﬁﬂmm&gm&m&mﬁmaﬂd adjusting

hen the ac-
challenges

and anticipating and managing some risks, as well as helping to map the
views of different stakeholders. It can contribute to overall good govern-
ance as it provides information that can improve some governance gaps.

Encourage sustainability and
resilience of water utilities.

Sustainability of water utilities, in terms of operational and fi

future generations. In addition, water utilities should become

or terrorist attacks (see ISO 24518 and ISO/TS 24520).

nancial

aspects, should ensure an appropriate level of services for current and

resilient in

order to deal with possible risks and challenges, such as natural disasters

© IS0 2023 - All rights reserved
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6 Governance framework

6.1 General

The governance framework is directed to water utilities, including all relevant stakeholders, and should
consider both “internal governance” (interrelationships) and the links with external stakeholders.

Achieving effective and efficient corporate governance for water utilities requires defining a framework
that considers the following dimensions (based on Reference [9]):

Define the vision, mission and strategic objectives of the corporate governance of the water utility.

a)

b) Identify
c) Establig
d)

e) Builda
f)  Encourd
g)

6.2 Defin
Implementi}
the water uf
and the exp
enough to a

Strategic pl
evaluation,

internal ond.

The mission
strategic ol
monitored 4

6.3

In order to
corporate g

Policy ¢
allocati

corporate governance gaps.

h the decision-making process.

Map andl define the allocation of roles and responsibilities.

stakeholder map and promote stakeholder engagement.

1ge the development of capacity building and sharing of information:

Adopt mponitoring and evaluation.

e the vision, mission and strategic objectives of.corporate

ng effective and efficient corporate governance of water utilities requires governan|
ility defining the ultimate line of decision-making, the objectives of corporate govern
ected use of inputs, i.e. defining the strategic¢iplanning process, which should be ada
lapt to changes and new challenges.

hnning should define the ultimate reasons driving the process and include an ext
b.g. political, economic, social, techmological, environmental and legal trends, as well

, the values, the vision and.the utility’s wide strategies should be drafted, and long-
jectives defined and finally translated into goals and measures. The process shou
nd evaluated.

Identify governance gdaps

achieve sound water management, water utilities should identify and address se
vernance-'gaps” (based on Reference [9]):

ap: ificluding institutional fragmentation of water policy across multiple actors, no
bn-of roles and responsibilities, no coordination mechanisms and lack of effective p

ce of
ance
ptive

brnal
hS an

term
d be

veral

clear
olicy

cohere

ceacross sectors

manage water resources and supply water services at the relevant scale.

management.

design and achieve sustainable, efficient and effective water utilities.

making.

Administrative gap: related to the mismatch across administrative and hydrological boundaries to

Funding gap: regarding unstable or insufficient resource allocation and inconsistent financial

Capacity gap: including gaps in knowledge, human capital, technology and other capabilities to

Information gap: regarding insufficient or incomplete water information to support decision-
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— Accountability gap: related to ineffective stakeholder engagement for inclusive and transparent
decision-making, and lack of monitoring and evaluation mechanisms.

6.4

Establish decision-making process

Objective gap: lack of clear objectives to enhance synergies and complementarities at the right scale.

A step-by-step decision-making process should be established to organize relevant information and
define alternatives.

The process should identify a decision, gather information, assess alternative resolutions and weigh

the ¢
decid

Effed
(see
mak

6.5

The
gove
as ot

It sh
regu
resp
uncld
of go

Mapj
step
effec

6.6

Given the fragmentation of the water sector, the impacts of and on other sectors and the \

of ac
actol
align

NOTH
Accol
infor
has h

VIGence to0 CHOO0SE DEtWEEIT the aitelTIatives, TMPIeent the CIOSe attermative ann
ions and their consequences.

tive and efficient corporate governance requires a decision-making process aiming fq

ng process should be inclusive, participatory, collaborative, agreement-se€king and co|

Mapping and definition of roles and responsibilities

hllocation of roles and responsibilities in the water utilities is dispersed across differ]
rnment and stakeholders, involving different ministries, public agencies and departm
her actors as service providers.

pbuld be identified who does what in terms of strategic planning, economic and en
ation, information, monitoring and evaluation, @t *which level of government an
bnsibilities are defined. In addition, problems of\0verlapping should also be identifie
bar, overlapping and fragmented roles and responsibilities across policy areas and bet
vernment can be a major obstacle to effectivéwater management.[2]

ping roles and responsibilities among ‘stakeholders involved in water utilities should
to clarifying the allocation of these'roles and responsibilities among actors in orde
tive, efficient and inclusive water-utilities.

Stakeholder engagemeént for inclusive water utilities

fors involved in water-utilities, stakeholder engagement becomes key for the coordina
s and their intepests. This approach promotes transparency and accountability of w3
s the water services with stakeholder needs and, therefore, increases trust and confid

It is-important to differentiate between “public participation” and “stakeholder
ding to Smithl[12], public participation encompasses a group of procedures designed to consul
m thepublic to allow those affected by a decision to have an input into that decision. Stakeholde
eeni“defined by the OECD as the process through which individuals, groups and organizati

review the

I consensus

Annex A), seeking to generate widespread levels of participation and agreement. Such a decision-

operative.

ent levels of
ents, as well

Vironmental
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ween levels

be the first
r to achieve

vide variety
rion of these
ter utilities,
ence.

bngagement”.
[, involve and
" engagement
ons have the

oppo

tunity to take part in the decision-making that will affect them, or in which they have a

h interest,[19]

meaning it opens a broader perspective including different actors, not only the public (essentially civil society

and c

ustomers).

Stakeholder engagement mechanisms should be tailored to relevant contexts, stakeholder categories,
policy goals and local needs. However, setting up an enabling environment for result-oriented
stakeholder engagement should follow some general principles,[1% including:

i

©ISO

nclusiveness and equity;

clarity of goals, transparency and accountability;
capacity and information;

efficiency and effectiveness;
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— institutionalization, structuring and integration;

adaptiveness.

6.7 Encourage the development of capacity building and sharing of information

Fostering capacity building should be an essential part of effective and efficient corporate water
governance of water utilities, since limited capacity and expertise of internal actors of water utilities
can hinder the implementation of water policies, which can lead to a non-efficient provision of the water

services.

Informatio f the

strategic planning of water utilities, being accurate trustworthy and accessible. A lack of infermption

can affect d¢cision-making processes among internal actors of water utilities and trigger a lack’of frust

and confidehce among other stakeholders related to water utilities.

6.8 Adoption of monitoring and evaluation

Corporate gpvernance of water utilities should be regularly monitored and assessed, and adjusted and

improved agcordingly, given that without proper monitoring and evaluation; corporate goverrance

cannot be improved.

Monitoring |and evaluation should concern both the process (considering its different stages) and

the outcomes of corporate governance of water utilities, allowing.for a comprehensive picture df the

process and|assessing its effectiveness.

The results jof the evaluation of the corporate governance should be reported to the stakeholders in a

transparentway, to build trust and support.

7 Influencing factors

7.1 Genefal

There are nmjany influencing factors thatcan impact corporate governance of a water utility and which

should be cqnsidered when defining-it,including:

— legal aspects (by lawmakers): laws, regulations, policy;

— guidelines (by professional associations): national and international standards, professjonal
associaftions;

— businesk models;

— users: lgvels of service (existing versus expected), tariffs, sustainability, industries;

— other stakehelders—governmententities, reglatorsfundingageneciesrmedia, NGOsotherutilities;

WCTIOTOCT S 5 UV CT IIIIICTT

overall system operation: planning (long and short term), construction, operations (including crisis,

technology, people), capacity.
7.2 Legal aspects

7.2.1 General
The list of applicable legal requirements should be identified and their impacts or requirements for the

water service well understood. Those usually include legislative framework (see 7.2.2) and water policy
(see 7.2.3).
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7.2.2 Legislative framework

The legislative framework usually includes supranational, national, state, regional and municipal levels,
covering different aspects with an impact on the provision of water service, including, but not limited
to, public health, environmental protection, right of way for public infrastructure, public procurement,
contracting, labour laws, agriculture and industry.

7.2.3 Water policy

Where a public water policy is developed, it aims at sustainable water management, addressing in a
holistic approach the following aspects:

— \vater resource protection;

— yvater quality management and pollution control;

— vater rights and allocation among users;

— vater supply, sanitation and stormwater services;

— vater pricing and economic instruments;

— o¢perations and maintenance of water management systems;
— gtakeholder engagement and decision-making;

— ¢nvironmental regulation, planning, biodiversity conservation and protected area marjagement.

7.3 | Guidelines

Beyond legislation and policies, there are also numerous guidelines and standards that are ¢onsolidated
and ipdated by professional associations.

While water services are pursuing similar goals everywhere, contexts and challenges can be specific.
Hende, a pragmatic application of guidelines and standards is preferred.

7.4 | Business model

In mlost cases, the legal (framework defines that the infrastructure assets belong to a jpublic body
(natipnal, regional and lecal-level authority). The asset owner is in charge of organizinlg the water
utilitly within the legalframework.

The legal statusief'the operator can vary depending on the legal framework and on political choices.

To a¢hieve Sustainable performance of water services, the appropriate model can vary oyer the time.
Hende thie inodel should be revised periodically and updated if required.

The 1mostTommmormm busimess modetsadopted for water utititiesare presemnted i Table 2 For all of them,
regulation is needed to promote the service efficiency and set the quality standards and performance
requirements.

In cases where the service is provided by a public operator, the services of private third parties are
generally ruled by public procurement or contracting regulations. Apart from procurement of goods
and services (e.g. consultancy), other options of public-private partnership (PPP) can be considered.

In cases where the service is provided by a private operator, the use and selection of third-party
partners can be usually determined by the local responsible body in the respect of local regulation.
The private operator is accountable to the responsible body and/or regulator, depending on the local
context.
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Table 2 — Most common business models adopted by water utilities

private entity

Status of water | Infrastructure |Management structure of Possible attributes
utility ownership the utility
Public management
Public Public authority |Department of water 100 % public ownership and
administration supply is managed by management
department the public authority
Possible integration with other public
services, such as power
Absence of dedicated hndgnf
Coordination required with seyerpl
departments
The regulation can be ensured bylan
independent regulatory body
Publicly owrjed Public authority |Board of representatives Financial gains-dedicated to watef
company of the municipality service, with-board of directors apd
served performante-objectives adopted
Shareholders are Monapolistic activity without
representatives of the conipetition
municipalities served
(municipalities or Self-determined management and
association of performance standards
municipalities)
Subject to political interference
The regulation can be ensured by|an
independent regulatory body
Private managément under
Private operptor |Public authority |Representatives of public 100 % public infrastructure
with concesgion authorities'or mixed ownership
contract representation of
public and private The responsible body delegates the
majority of risks and operational
responsibilities to an operator
Concession contract is generally
signed after a call for tender but spme
exceptions exist
The concession contract defines the
level of service required and the tpriff
structure
The asset management roles and
responsibilities are set by the contract
Reporting and transparency
mechanisms set by contract
The competition is part of the
regulation mechanism
Joint venture with |Mix of public Mixed representation Time-constrained operational
private operator |authority and contracts

The regulation can be ensured by an
independent regulatory body

10
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contract with
private operator

authorities or mixed
representation of
public and private

Status of water | Infrastructure |Management structure of Possible attributes
utility ownership the utility
Lease operational |Public authority |Representatives of public Efficiency focused

Time-limited operational contracts

The asset management is shared
between the private operator and the

public authority

rne puplic autnority dele

ates part of

its responsibilities tothepperator
Owner-led decisionsfor control
Privatization
Privately owned |Private entity Board of shareholders of Operationalefficiency focpised
company private company
Mechdnisms generally allow the
Assets are permanently regulatory bodies to verify and ensure
transferred or sold to that the sale of private shares will not
private companies impact the control by the responsible
body
— The regulation is usually ¢nsured by
an independent regulatory body
7.5 | Users
Primfarily, users receive water services and are¢ subsequently charged a tariff for the service, either

dired
term|

tly via billing or indirectly via taxes. Therefore, it is essential to understand user exp
s of:

Once
the g
serv
Seel

The
thein
cons
well

Ivel of service: existing versus expected;

rice of the water services (affordability, i.e. how much they can pay for the service).

user expectations are understood, the water utility can communicate its commitmer]
bjectives of the services. The water utility should also regularly inform users about 5
ce quality, as well\as’the availability of the service, such as sustainability of resource;s
50 24510 for additional information.

water utility-'should also pay attention to the diversity of their users and to any
level of service, such as large industry which can have differing service requiremer
imptieh or non-domestic wastewater generation. This can influence the strategic g
hs-the'operational management.

ectations in

It to achieve
trategy and
and assets.

impacts on
i1ts, e.g. high
bjectives as

7.6

Other stakeholders

In addition to users, the water utility needs to map and measure other stakeholders’ expectations,

inclu

©ISO

ding but not limited to:

funding agencies;

government entities, including regulators;
other utilities;

NGOs;

media.
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7.7 Overall system operation

The system operation results in the proper organization and governance of the operations and requires
the minimum key aspects given in Table 3 to be considered.

Table 3 — Key aspects for system operation

Key aspects

Description

short term)

Planning (master or long and

Defining long-term strategic objectives for the service is essential to ensure its

sustainability (see Clause 6).

Operations (|

including crisis)
& o

Asensuring continnitvis mandatoryv onerations shonld he organized in s
& + &

cha

way that they enable continuous availability of staff and assets.

Constructiomn works

Managing a water service requires construction activities to build newvas
or perform maintenance and replacement works on existing assets,|to ens
the sustainability and continuity of the service. It is essential te define the
policy and organization structures to enable such works to Happen in a tir
fashion following relevant standards. Coordination with gthér stakeholde
such as public administration and other utilities, is key-This can involve
consideration of the outsourcing of activities.

tets
ure

hely
s,

People (capa|

city)

Ensuring capacity building should be a priority in‘thé management of wat
utilities (see Clause 6).

28

Technologie

Water management involves technologies and therefore related skills are
essential. The operator of water services should have a policy related to
technologies, where a small operator, may rely more on vendors or

consultancy, a large operator may invest in research and development (R&

and develop its own technologies;

D)

Innovation

Innovation is key to improving'efficiency. It should not only be linked to
technological innovation (se€;Clause 5) but also to soft skills (including
sociology and cultural change).

8 Implel

8.1 Purp

The purposq

mentation

pse of water services

 of drinking water supply/services is to provide safe and affordable drinking water to {

with the aim of contributing to thelimprovement of public health and the living environment and t

protection g

The purposg
domestic ac
wastewater
and to prot
drinking w3

nd preservation of water resources in coordination with other water users.

b of wastewatenrservices is to organize collection and treatment of wastewater produc
Livities, before being discharged into water bodies. Some services may also treat indu
mixed with domestic wastewater. The aim is to protect public health from water diss
bct thetenvironment, as well as allowing the use of water bodies for different purp
ter’supply, recreational activities, agriculture and industrial activities.

sers
o the

bd by
strial
bases
oses:

The purpose of stormwater services is to manage the flow of stormwater, both pluvial and fluvial, and
to prevent damage to property and the environment. The stormwater flows retained can be used later
for other purposes.

All these services should be sustainable in order to be secured for future generation.

8.2 Objectives of water services

The objectives of water services are as follows:

Supply of safe water for every user.

— Treatment of wastewater prior to discharge.

12
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— Continuous supply of service.
— Compliance with quality standards.

— Affordability, with mechanisms that provide affordable and equitable provision of water to all
consumers.

Costrecovery is a general principle for water services.

NOTE Depending on local conditions, wastewater is collected in a sewer and treated collectively in a
wastewater treatment plant (WWTP) or treated continuously onsite. Stormwater can be transported to
wastewater treatment plants for treatment or held in stormwater ponds (wetlands) for biological treatment, or
simply diverted to surface water systems.

8.3 | Viewpoint of system to ensure publicity

8.3.1 General

Watqr utilities should build their corporate governance, monitoringy system, corp¢rate social
resppnsibility (CSR) promotion system and internal control systemi”from the viewpgints in this
subclause in order to fulfil their management philosophy and their role and responsibility as a water
utilitly.

8.3.2 Reliable achievement of required level

Watgr utilities should establish their own monitoring system with the aim of achieving the required
service levels.

8.3.3 Implementation of corporate social responsibility

Watgr utilities should regard CSR as an important objective of management that helps ensufe a positive
contfibution from the businesses to the community that it serves.

8.3.4 Enhancement of user service

Establish a customer servige\quality assessment and monitoring system to enhance dervices and
imprpve customer satisfaction.

8.3.§ Effective governance system and internal control system

In ofder to gain<the trust of customers, water utilities should establish effective, ¢fficient and
trangparent governance systems and internal control systems.

8.3.4 Response in the event of a disaster

Water utilities are Key stakeholders for sustainable development of societies. As such, they should
design measures and action plans to respond promptly and adequately to cases of natural disaster.

Disasters can include the effects of climate change or the impacts of terrorism (cyber and otherwise)
in terms of incapacitating or destroying infrastructural capacity or destroying operational control and
management.

8.3.7 United Nations Sustainable Development Goals

Most of the 17 UN SDGs are water related and can be taken into consideration locally by water services
to set specific targets relating to water saving, water reuse or water rights.
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8.4 Organizational functions

8.4.1 General

The principles of good corporate governance include legitimacy, transparency, accountability and
inclusiveness, as indicated in Clause 5. The essential functions of governance should ensure that:

— all roles and responsibilities are covered, managed and integrated;

— decisions are explicitly taken and implemented;

Stakeh ldarc can ottt thate st ot o d bhaynth e o cnn e~ i d .
T e S Caatrttrcuratce e HH e re st ahtnave e o ee s eonstaereeas;

— decisiop-makers are held accountable.

An illustratlon of roles and functions essential to corporate governance is given in Figure .

Subclauses 8.4.1 to 8.4.4 describe the essential organizational functions correspondifngto the funcfions
identified inf the Figure 1 and to the majority of cases.

External = Owner(s) &>| Auditing
management/ functiop
direction| H

Executive board / Board of directors

— Regulatory JE — Interpal
bodies T

Management committee — Exterhal
— Municipa
council In-house direction and || In-house directionand || In-house direction and
= management function(s)| |management function(s)| [management function(s) —
— Expertise
from othe¢r
organizafions Business execution, Risk management, Water supply,
internal control and service level wastewater collection,
administration, monitoring, corporate stormwater
monitoring and social responsibility, management
assessment, long-term crisis management,
strategy and planning sustainability
f
Users

Figure 1 <—Illustration of roles and functions essential to corporate governance

8.4.2 Executive board, board of directors or mumnicipal councit commrittee

The executive board, board of directors or municipal council committee (where applicable) is
responsible for:

— the recruitment, supervision, retention, evaluation and compensation of the chief executive or
director general;

— providing strategic direction, including vision, mission and goals;
— the establishment and monitoring of an overarching governance system for the organization;
— monitoring and control through appointment of the auditor;

— protecting the organization’s assets and investment.
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These responsibilities are dependent on the public, private or political nature of the organization.

8.4.3 Management committee

A management committee comprising the executives and heads of major departments should be
established to speed up decision-making and streamline business operations.

The executive functions should be transparent, accountable and inclusive. They should be deliberate,
cover all important business and operational matters and oversee the execution of business and
operational decisions and matters.

The

— in-house executives responsible for business execution, internal control and administration, along
yvith monitoring and assessment (e.g. chief executive or director general);

— in-house executives responsible for risk management, service-level monitoring aijd CSR [e.g.
3ssistant chief executive officer (CEO) or deputy director general];

— in-house executives and management responsible for the operationalfunctions of the ¢rganization
guch as water supply, wastewater collection or stormwater management (e.g. directorjor manager
f the designated service function).

In addition, multiple outside executive functions are likely toexist to reinforce governance by utilizing
expefrtise and knowledge outside the water utilities, ensuring transparency in the decision-making
procgss and supervision of management.

8.4.4 Auditing

The quditing function should be established to menitor the state of governance and operational status of
the drganization in accordance with audit palicies and implementation plans established. This function
shalllbe transparent and public to ensure.stakeholder confidence.

The guditing function can be internal orexternal, and audits the operational and financial gerformance
of the service. Ideally, where the essential function is internal, there should be a third-party auditing
function.

8.5 | Monitoring the implementation

8.5.1 Overview

Watqr supply afid-wastewater system are essential lifelines and service is provided undgr monopoly.
Thug, monitering should be carried out as appropriate to maintain a safe service level|and ensure
busipess sustainability.

8.5.2 Monitorina hodyw

VIO COT I G DUty

In conducting the monitoring, from the viewpoint of encouraging independent and autonomous business
management, the water utilities should monitor themselves as a basis to confirm the achievement of the
required level. Auditing can also be done by external organizations. A monitoring scheme is given in

Figure 2.
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Figure 2 — Monitoring

)ring or assessment of corporate governance
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t be a single, uniform policy response to water challenges worldwide, given the dive

practices, and climatic, geographic and economic conditions at the origins

Water utilif
monitoring

Such perfor
defined by t

Furthermor]
transparent

9.2 Asses

ies should develop performance indicators specifiexto their needs for assessing
their corporate governance.

mance indicator targets, along with the monitoring frequency, should be set and cl
he relevant decision-maker within the water utility.

and understandable way.

sing the corporate governance of water utilities

9.2.1 Genleral

The monito}
of the waten
in a specific

Effective an|
different asj

ing requirements should be designed to improve the operations and corporate govern

context.

d efficient _cerporate governance performance indicators for water utilities should
bects, inctuding the key areas in 9.2.2 to 9.2.7.

9.2.2 Vis

e, independent auditing and reporting of the results can be disclosed to stakeholdery i

rsity

5 within and across countries in terms of legal and institutiohal frameworks, cultural

and

early

ance

utility. They shouldy€lp to identify the gaps and fields for improvement of the water utility

fover

ijony/mission and strategic objectives
Check if the%v151on, MISSion and Strategic objectives of the water utility’ S corporate governance ai

according to:

a)

identified needs and expectations of the customers or stakeholders;

e set

b) objectives and overall ownership framework, such as level of service, service objective, tariff
settings, asset management, sustainability, broader societal objectives, SDGs and CSR.

9.2.3 Basic organizational decisions

Identify corporate governance gaps and key coordination mechanisms through:

checkin

a)

16

g how all roles and responsibilities have been defined and communicated;
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b) checking if the decision of the organization model of the water utility has been decided with the
appropriate transparency;

c) checking if all necessary connections have been established with external entities at local, regional
and national levels.

9.2.4 Preparation of day-to-day activities

Establish the decision-making process by:

a) checking how the list of decisions to be made is elaborated;

b)
c)
9.2.5

Map

b)
1

9.2.4
The

3)

3)

hecking how this list of decisions is regularly updated;

hecking how the decision-making process has been communicated within the water ultility.

and define the following:

The allocation of roles and responsibilities according to the following three levels:

)

The responsibilities for each role, covering internal matters and external relationships

)
)

)

Responsibilities matrix — Who does what

the responsible body decides on the expected levels of'services, the means to al
(e.g. infrastructure, human resources, funding) and strategic organization (e.g. in-
management, PPP);

the owner (if different from the responsiblechody) is in charge of organizing
according to objectives and guidelines set by the responsible body;

locate these
ouse, public

the services

the operator of the water utility should apply what is decided by the responsible bodly according

to the organization put in place.

appropriate industrial networks, e.g. international or national;
national, regional and lgcal administrative bodies;

customers in urban,industrial and rural areas;

suppliers;

other public.domain users.

Stakeholder mapping and engagement

stakeholder management by a water utility in its operating environment is assessed by:

with:

a) checking how stakeholders are identified;

b) checking how stakeholder engagements are listed and taken into account;

c) checking how stakeholders are involved (e.g. enquiries, questionnaires, complaints and requests
registered).

9.2.7 Outcomes of corporate governance of water utilities

Identification of the expected outcomes builds trust and support within the water utility and ensures

that:

a) the vision and objectives set by the responsible body, with performance indicators, are reported to
stakeholders;

© IS0 2023 - All rights reserved
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b) levels of service are reported to the responsible body and to stakeholders;

c) achievements of corporate and social responsibility are monitored and reported to stakeholders;
d) overall compliance of the water utility is reported to stakeholders;

e) continuous improvement mechanisms are implemented, evaluated and regularly reviewed.

Annex C includes a list of specific performance indicators that can be considered to monitor and assess
the corporate governance of water utilities.

10 Reconfmendations of corporate governance 0y
N
10.1 Genefal Q(],

This clause lists typical operational recommendations to achieve good corporate gove@‘nce.

into accounf the national, regional and local political, institutional and administrative context| The

The recomrmendations can be used as a checklist for ensuring good corp@‘}overnance, taking
recommendptions should be adapted to local places and changing circumsta;& .

The first redjommendations focus on the cooperation and relationship between owner, responsible pbody
and operatgr of the water utility. The remaining recommendationQ based on user expectations,
stakeholder|engagement (see Annex B) and operational performat\cg indicators.

N

A schematic|illustration of the relationship between the water e;(ﬁities, the responsible body, the ovner
and the responsible authorities is given in Figure 3. \"Q

g and poley

D7 Mo

O
<

o utility

o
=
2 Board
= N Management
8 %) commitee
= Q User

e

Y

. '
Enyi ronmental 20°

Figure 3 — General scheme illustrating the ecosystem of stakeholders

18 © IS0 2023 - All rights reserved


https://standardsiso.com/api/?name=54be8ea382d3e1ef4a83c3a74e0489ed

ISO 24540:2023(E)

10.2 Cooperation and relationship between key players
10.2.1 Ownership

10.2.1.1 General

The owner may have several roles, e.g. ownership, authority, user and supplier. The owner organizes
the running of the water utility according to the different business models presented in Table 2.

10.2.1.2 Recommendation 1: Owner strategy

It is fecommended that the owner draws up a strategy that summarizes its approach to tte rationale,
objeqtives and overall framework of water services, e.g. level of service, service objectiveytafriff settings,
assef management, sustainability, broader societal objectives, SDGs and CSR.

This|strategy should be made publicly available and become the basis for the monitoring pf the water
utilitly by the owner and should be continually developed and updated.

10.2{1.3 Recommendation 2: Roles of the owner

It is [recommended that the owner’s roles and responsibilities<are clearly defined, and fhat actions
planned and communications between the owner and the watet utility are elaborated.

To ensure clear roles and avoid conflicts of interest within.the organization, different matters relating
to thle infrastructure ownership of the water utility are typically addressed in different departments,
e.g. fdministrative departments that exercise authority and departments that are in § customer/
supplier relationship with the water utility.

The foverall policy-related service levels and.\0bjectives should, as a rule, be addressed by sector
authprity plans (e.g. water supply plans, wastewater plans, stormwater plans).

10.2}1.4 Recommendation 3: Interplay and communication between owner and water utility

It is fecommended that a set of guidelines is drawn up for communication and interplay in the following
cases:

— Ibetween the owner and, the water utilities, based on the division of responsibilities betyveen owner,
fesponsible body afnd)operator;

— Ietween the résponsible authority and the water utilities, covering the operation and authority-
elated areas;

=

etweenthie owner and the water utilities, if the owner also is a user and/or supplier.

he strategic
jtrategy.

ditioen, the responsible body of the water utility should define specific goals for t

o

10.2.2 Responsible body

10.2.2.1 General

According to the local organization, the responsible body should act upon its responsibility according
to Table 1.

10.2.2.2 Recommendation 4: Composition of the executive board or board of directors

Itis recommended that the chair of the executive board or board of directors (board) takes the initiative
to draw up a comprehensive overview of the board’s expertise requirements and establishes a dialogue
with the owner if there is a need for supplementary competencies on the board.
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The board should include a balance of gender and demonstrate suitable diversity and inclusiveness
consistent with the expectations and norms of the local community.

It is recommended that clear information is provided on any dependencies that each board member or
management committee member has and that the information is made available to the general public
on the water utility website.

It is recommended that, at least once every two years, the board conducts an external evaluation in
order to ensure good cooperation and focus.

It is recommended that transparency is created regarding payments that are made to the board, e.g. by
means of a rnh]ir‘]v available remuneration pn]iry

mended that the board implement rules of procedure regarding their responsibilities,

hnning and expectation of monitoring reporting, audits and evaluation.

It is recom
including pl

10.2.3 Opedrator of water utility

10.2.3.1 Ge¢neral

The board
committee ¢

farries out the overall and strategic management of the water utility. The management

arries out the general management and operation of the water utility.

10.2.3.2 Ré¢commendation 5: interplay between board and management committee

Itis recomm

committee in accordance with pre-established criteria.

It is recomr
committee 3

It is recom
significant

action plang.

Itis recomm
economy, qU

ended that, atleast once a year, the board evaluates;the work and results of the manage

hended that management procedures for-the role and responsibility of the manage
re elaborated and approved by the board:

mended that the board and the nianagement committee continually discuss the
isks and developments within the“most important risk areas, including measureg

ended that the board and the management committee ensure that external audits regai
ality and environmentd] pérformance, customer or consumer satisfaction and stakeh

ment

ment

most
and

rding
plder

communication are performed in"ajtimely manner.

It is recomnjended that the board and the management committee draft the mission, vision and gllobal

strategies of the water utility and define the long-term strategic objectives and goals.

10.3 Openness and transparency

10.3.1 Ger1eral

Users’ trust and engagement in operation and corporate governance of the water utilities are
essential. Openness and transparency are key to building confidence and ensuring the inclusiveness of
stakeholders.

10.3.2 Recommendation 6: openness and transparency

It is recommended that the water utility provides a report of good corporate governance every year
and publishes this account, e.g. in conjunction with the submission of their annual reports or on their
website.

It is recommended that the board includes in the management report the most significant strategic and
business risks and the company’s risk management strategies.
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It is recommended that the water utility website, as a minimum, ensures access to the most recent
annual report, the owner strategy, the water utility strategy and the achieved performance related to
these strategies.

Itis recommended that the water utility makes publicly available its work regarding environmental and
social aspects, sustainability, code of conduct, risks of corruption, social responsibility and stakeholder
engagement.

10.4 Stakeholder engagement

10.41—General

Stakeholder engagement is essential in order to develop an effective and efficient water utility.
Propler internal and external communication is needed to achieve confidence and engagement of all
stake¢holders. Stakeholder engagement gives key stakeholders the opportunity\to take [part in and
contfibute to the decision-making process.

10.4{2 Recommendation 7: Stakeholder engagement

It is recommended that roles and responsibilities among stakeholdérs are mapped and dontinuously
updated.

It is recommended that multi-level and multi-stakeholder engagément are promoted, implgmented and
repofted to the board.

It is fecommended that a communication plan is established for how to inform all internal gnd external
stake¢holders of governance, service-level expectation-and achievement.

It is|recommended that the water utility establishes a customer service quality assgssment and
monjtoring system to enhance services and improve customer service.

It is recommended that the water utilityqeports yearly on inclusiveness and equity.
10.5 Monitoring of operational improvement

10.5{1 General

Good corporate govergance needs to be adaptive to the current operating environment; therefore,
ther¢ should be a suitable mechanism within the framework to facilitate continuous improvement.
Watgqr utilities should periodically reflect on the level of service requirements, service aghievements,
adequate skills,ieapacity and asset management and make appropriate improvements.

10.5|2 Recommendation 8: Operations

It is [récommended that the water utility develops specific performance indicators and makes the
performance achievement publicly available.

Specific performance indicators should be monitored and reported on annually and may include:
— annual sustainable and resilience indicators;

— CSR;

— capacity-building activities;

— technological and non-technological innovation;

— crisis management activities, including water utility design measures and action plans in response
to natural disasters or terror situations.
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