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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 preecedures—tsed—to—developth ment-and-these—ntendedfor-its—further-maintenance are
described in the ISO/IEC Directives, Part 1. In particular, the different approval criteria needed for the
different types of ISO documents should be noted. This document was drafted in acéordapce with the
editdrial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Attention is drawn to the possibility that some of the elements of this documént may be the subject of
patent rights. ISO shall not be held responsible for identifying any or all sueh*patent rights. Details of
any patent rights identified during the development of the document willbe in the Introdu¢tion and/or
on tHe ISO list of patent declarations received (see www.iso.org/patents);

Any trade name used in this document is information given for the'éonvenience of users gnd does not
consfitute an endorsement.

For an explanation of the voluntary nature of standards; the meaning of ISO specifi¢ terms and
exprgssions related to conformity assessment, as well ‘as’information about 1SO’s adhefence to the
World Trade Organization (WTO) principles in the Techtiical Barriers to Trade (TBT), see wiww.iso.org/
iso/fpreword.html.

This|document was prepared by Technical Comniittee ISO/TC 309, Governance of organizatjons.

Any feedback or questions on this documentshould be directed to the user’s national standpards body. A
complete listing of these bodies can be feund at www.iso.org/members.html.
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ction

The pursuit of purpose is at the centre of all organizations and is, therefore, of primary importance
for the governance of organizations. Good governance of organizations lays the foundation for the
fulfilment of the purpose of the organization in an ethical, effective and responsible manner in line with

stakeholder

— respons

expectations. The organizational outcomes of this good governance are:

effective performance;

ible stewardship;

Good goverpance means that decision-making within the organization is based on the organiza
ethos, cultyre, norms, practices, behaviours, structures and processes.
and maintajns an organization with a clear purpose that delivers long-term value-consistent

the expect
leadership,
the organiz;

This guidan
support the

personr

governg

Organizatio
stakeholder
objectives
manageme
the organiz3

This guidan
duties effect
responsiven
the organizi
behaviour.

When orgarn
confidence
transparent

credibld

ethical behaviour.

other interested stakeholders.

jt to account and ensure that the culture, norms and practices in the organization align

Good governance cr

ions of its relevant stakeholders. The implementation of good governance is basg
Falues, and a framework of mechanisms, processes and structures that are appropriat
ition’s internal and external context.

Ce is directed at governing bodies and governing groups but capalso be useful to thosg
m in discharging their duties such as:

el;

nce practitioners;

hs that use this guidance will be better equipped to understand the expectations of
5 and to apply the creativity, culture, principles and performance required to delive]
f the organization according to its purpose and values. Their governing bodies will

ition’s purpose and values.

ce sets out governance principles that will assist governing bodies in discharging
ively, prudently and effietently, while enhancing trust, inclusion, accountability, legitiy
ess, transparency and.fairness. Governing bodies that apply this guidance can expect
ntions they govern will realize effective performance, responsible stewardship and ef]

lizations uselthis document, stakeholders across countries and sectors can have incrg
Fhat the governing bodies of these organizations are responsible, accountable, faiy
they actwith probity and make decisions which are risk-based and informed by:

information and reliable data;

ion’s
pates
with
d on
e for

that

their
r the
hold
with

their
nacy,

that
hical

ased
and

stakeho

complia

impacts

lders’ expectations;

nce obligations;

ethical and societal expectations, including those anticipated for future generations;

, and reliance, on the natural environment.

The benefits of good governance can apply to:

a) the organization itself;

b) member stakeholders;

c) other stakeholders.
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Examples of the value generated by good governance include the following.

Improved long-term stakeholder value generation: Good governance promotes effective oversight

of the organization and thus helps to ensure alignment between the organization

al purpose,

strategy, activities, and the United Nations Sustainable Development Goals (UN SDGs)[15l. This

improves long-term stakeholder value generation.

Effective resource stewardship: Effective stakeholder engagement, protected

disclosures

(whistleblowing) and mediation, appropriate executive authority limits, consistent terminology,
transparent decision-making and accountability, all contribute to improved stakeholder confidence

Fina
dire
cess
eval
Goo
mar

hat the organization 1s stewarding resources 1n a responsible manner.

[mproved organizational resilience and performance: The organization is able td.hem4
when negatively impacted by its changing context and realize valuable opportuhitie
of these changes via good governance practices. These practices include adapting strat
leadership, effective succession planning, clear delegation of authority-ahd responsi
oversight of risk management and internal controls.

[mproved decision-making effectiveness: With the increasing rateof ¢hange and complg
which organizations operate, good governance promotes holisticonsideration of the o
its purpose, and the context within which it operates, restlting in improved decis
Clarity of accountability, responsibilities and delegated anthority are good governang
which increase the speed of organizational decision-making, action and outcomes.

[mproved personnel composition and retention: People who are motivated not only
interests, but also by the organizational purpose-and by intangible organizational
s fairness and transparency, are attracted to~organizations demonstrating good
practices, such as effective and ethical leadepship.

[ncreased investor and creditor confidénce: Effective leadership and oversight, holist
making, transparency and effectivé-stakeholder relations, sustainability considel
certainty of compliance managenient all contribute to increased confidence in the orgg
turn, this can improve access to ‘eapital and reduce the cost of capital.

[ncreased value of intangible assets: Transparency with stakeholders and
organizational behaviotir;(corporate citizenship) contribute to the value of the or
intangible assets sucitras reputation, public image, public confidence and goodwill.

Ily, good governance includes actions by the governing body (e.g. creating governance
ct their organizations to provide stakeholders with transparent, clear and concise rep
to informiation. This allows regulators and society, through their duly appointed represg
late the-erganization’s positive and negative natural environmental, social and econor
1l goyernance further affords stakeholders the opportunity to hold organizations to accq
k their results, highlight inappropriate practices, and monitor organizational impactg

hin resilient
as a result
egy, ethical
bilities, and

bxity within
ganization,
on-making.
e practices,

by financial
values such
covernance

ic decision-
ations and
nization. In

responsible
banization’s

policies) to
brts and ac-
entatives, to
hic impacts.
unt, bench-
on society,

the economy and the natural environment.

The governance of organizations is enabled by the application of principles that help the organization
fulfilits organizational purpose and, in doing so, generate value for the organization and its stakeholders.

Figure 1 provides an overview of the governance of organizations and the principles and governance
outcomes outlined in this document. These components can already exist in full or in part within
the organization. However, at times they need to be adapted or improved so that the governance of
the organization remains effective, efficient, and appropriate for its unique and dynamic nature and
context.
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Governance of organizations — Guidance

1 Scope

This document gives guidance on the governance of organizations. It provides principles and key aspects
of practices to guide governing bodies and governing groups on how to meet their responsibilities so
that the organizations they govern can fulfil their purpose. It is also intended for stakeholders involved
in, off impacted by, the organization and its governance.

It is gdpplicable to all organizations regardless of type, size, location, structure or purpese.

2 Normative references

Therk are no normative references in this document.

3 Terms and definitions

For the purposes of this document, the following terms and definitions apply.
ISO gnd [EC maintain terminological databases for use in‘standardization at the following gddresses:
— ISO Online browsing platform: available at httpsz//www.iso.or

— IEC Electropedia: available at http://www.electropedia.org/

3.1 | Governance and organization

3.1.1
governance of organizations
human-based system by whichan ‘organization (3.1.3) is directed, overseen and held accpuntable for
achigving its defined purpose

3.1.2
organizational goverhance framework
strategies, governarice-policies (3.2.9), decision-making structures and accountabilities (3.2.2) through
which the organization’s (3.1.3) governance arrangements operate

3.1.

organization
person-or group of people that has its own functions with responsibilities (3.2.3), authorities and
relati nnchipc to achieve its nhjprtix;pc

Note 1 to entry: The concept of organization includes, but is not limited to, sole-trader, company, corporation, firm,
enterprise, authority, partnership, charity or institution, or part or combination thereof, whether incorporated
or not, public or private.

[SOURCE: ISO 37301:2021, 3.1, modified — Note 2 to entry has been deleted.]

3.14
organizational entity
organization (3.1.3) that has a distinct and independent existence

Note 1 to entry: In some cases, an organizational entity can be a legal entity.

© IS0 2021 - All rights reserved 1
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constituting documents
authoritative and unique set or collection of documents that establishes the organization’s (3.1.3)
existence and accountability (3.2.2) as amended from time to time

Note 1 to entry: Documents vary depending on the type and location of the organization, and can include a deed

of incorporat

3.1.6
risk

ion, articles of association or charter.

effect of uncertainty on objectives

Note 1 to entfy: An effect is a deviation from the expected. It can be positive, negative or both, and can adcllress,

create or restlt in opportunities and threats.

Note 2 to ent
Note 3 to ent
[SOURCE: I

3.1.7
risk appeti
amount and

[SOURCE: IS

3.1.8
risk criteri
terms of ref

Note 1 to ent
Note 2 to ent
[SOURCE: IS
3.19

risk tolerance

organization
(3.1.11) ino

Note 1 to ent
[SOURCE: IS

3.1.10
level of risK

Fy: Objectives can have different aspects and categories, and can be applied at different.levels.
y: An objective can be expressed in other ways, e.g. as an intended outcome.

0 31000:2018, 3.1, modified — Note 3 to entry has been replaced.]

fe
type of risk (3.1.6) that an organization (3.1.3) is willing te"pursue or retain

0 Guide 73:2009, 3.7.1.2]

n
brence against which the significance of a risk{(3.1.6) is evaluated

Fy: Risk criteria are based on organizational.objectives, and external and internal context.
Fy: Risk criteria can be derived from standards, laws, policies and other requirements.

0 Guide 73:2009, 3.3.1.3]

s (3.1.3) or stakeholder’s (3.3.1) readiness to bear the risk (3.1.6) after risk treaf
Fder to achieve its 6bjectives

"y: Risk toleran€e)can be influenced by legal or regulatory requirements.

0 Guide 73:2009, 3.7.1.3]

S

ment

n of

magnitude

of-a risk (3.1.6) or combination of risks, expressed in terms of the combinatic

consequences and their likelihood

[SOURCE: IS
3.1.11

O Guide 73:20009, 3.6.1.8]

risk treatment
process to modify risk (3.1.6)

Note 1 to entry: Risk treatment can involve:

— avoiding the risk by deciding not to start or continue with the activity that gives rise to the risk;

— taking or increasing risk in order to pursue an opportunity;

— removin

g the risk source;

© ISO 2021 - All rights reserved
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— changing the likelihood;

— changing the consequences;

— sharing the risk with another party or parties (including contracts and risk financing); and
— retaining the risk by informed decision.

Note 2 to entry: Risk treatments that deal with negative consequences are sometimes referre

mitigation”, “risk elimination”, “risk prevention” and “risk reduction”.

Note 3 to entry: Risk treatment can create new risks or modify existing risks.

d to as “risk

[SOURCE: ISO Guide 73:2009, 3.8.1]

3.2 | Principles and outcomes

3.2.1
pringiple

fundpmental truth, proposition or assumption that serves as foundation for'a set of beliefs o1
or fof a chain of reasoning

[SOURCE: BS 13500:2013, 2.14, modified — The singular form has beén used.]

3.2.7
accountability
obligation to another for the fulfilment of a responsibility(3:2.3)

Note [L to entry: The obligation includes the duty to inform and to explain the manner in which the
was fulfilled.

Note P to entry: The non-fulfilment of a responsibility has consequences that can be enforced on th
party.

nsibility
obligation to act and take decisiofis to achieve required outcomes

[SOURCE: ISO/IEC 38500:2015,2.22]

3.2
delegation
assignment of authority and responsibility (3.2.3) from one that holds them to another

3.2.
compliance
meetling albthe organization’s (3.1.3) compliance obligations (3.2.6)

rbehaviours

esponsibility

b accountable

[SOURGE: 1SO 37301:2021, 3.26]

3.2.6
compliance obligations

requirements that an organization (3.1.3) mandatorily has to comply with as well as those that an

organization voluntarily chooses to comply with
[SOURCE: ISO 37301:2021, 3.25]

3.2.7
ethical behaviour

behaviour that is in accordance with accepted principles (3.2.1) of right or good conduct in the context

of a particular situation and is consistent with international norms of behaviour (3.2.8)

[SOURCE: ISO 26000:2010, 2.7]

© IS0 2021 - All rights reserved
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international norms of behaviour
expectations of socially responsible organizational behaviour derived from customary international
law, generally accepted principles (3.2.1) of international law, or intergovernmental agreements that
are universally or nearly universally recognized

Note 1 to entry: Intergovernmental agreements include treaties and conventions.

Note 2 to entry: Although customary international law, generally accepted principles of international law and
intergovernmental agreements are directed primarily at states, they express goals and principles to which all
organizations (3.1.3) can aspire.

Note 3 to ent
[SOURCE: I

3.29
governance
intentions a

3.2.10
organizatiq
organization

Note 1 to entry: The organizational purpose is the ultimate value the ‘erganization intends to genera

specified sta

Note 2 to enf

daily decisiop-making by relevant stakeholders.

3.2.11
organizatid
beliefs abo
to be expli

3.2.12

social resp
responsibilit]
and the env

contribi

is in co
(3.2.8);

is integ]

o

takes into account the‘expectations of stakeholders (3.3.1);

"y: International norms of behaviour evolve over time.

0 26000:2010, 2.11]

policy

nal purpose
’s (3.1.3) meaningful reason to exist

keholders (3.3.1).

ry: The organizational purpose guides the performance objectives and provides clear conte

nal values
desirable outcomes or actions defined-by the organization (3.1.3) as good and impof
ly or implicitly shared and applied by the organization

bnsibility
y (3.2.3) of an organization)(3.1.3) for the impacts of its decisions and activities on so
ronment, through transparent and ethical behaviour (3.2.7) that:

mpliance((352.5) with applicable law and consistent with international norms of beha

rated throughout the organization and practised in its relationships.

hd direction of an organization (3.1.3), as formally expressed by its governing body (3.3.4

ites to sustainable-development (3.2.14), including the health and the welfare of society];

e for

Kt for

tant,

ciety

»

viour

Note 1 to entry: Activities include products, services and processes.

Note 2 to entry: Relationships refer to an organization’s activities within its sphere of influence.

[SOURCE: IS

3.2.13
sustainabil

026000:2010, 2.18]

ity

state of the global system, including environmental, social and economic aspects, in which the needs
of the present are met without compromising the ability of future generations to meet their own needs

Note 1 to entry: The environmental, social and economic aspects interact, are interdependent and are often
referred to as the three dimensions of sustainability.

© ISO 2021 - All rights reserved
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Note 2 to entry: Sustainability is the goal of sustainable development (3.2.14).
[SOURCE: ISO Guide 82:2019, 3.1]

3.2.14

sustainable development

development that meets the needs of the present without compromising the ability of future generations
to meet their own needs

Note 1 to entry: Sustainable development is about integrating the goals of a high quality of life, health and
prosperity with social justice and maintaining the earth’s capacity to support life in all its diversity. These social,
economic and environmental goals are interdependent and mutually reinforcing. Sustainable development can
be tr¢ated as a way of expressing the broader expectations of society as a whole.

[SOURCE: ISO 26000:2010, 2.23]

3.3 | Roles

3.3.1
stakeholder
person or organization (3.1.3) that can affect, be affected by, or perceive itself to be affected by a
decidion or activity

Note|l to entry: Depending on the nature of the organization, stakeholders can include member stakeholders
(3.3.2) and other stakeholders, including customers, regulators, suppliers and employees.

Note 2 to entry: In ISO management system standards, a stakeholder can be referred to as an “intergsted party”.

[SOURCE: ISO 37301:2021, 3.2, modified — The term “interested party” has been deleted. Notes 1 and 2
to enftry have been added.]

3.3.2
menjber stakeholder
stakgholder (3.3.1) who has a legal obligation or defined right to make decisions in relption to the
governing body (3.3.4) and to whom the governing body is to account

Note |l to entry: These rights or obligations are often recorded in the organization’s (3.1.3) constituting documents
(3.1.9), laws and/or regulations:

Note |2 to entry: These decisions can include, for example, the determination of the composition of the governing
body/(or the parametersxithin which the governing body is to make decisions.

Note |3 to entry: Governing bodies account to these stakeholders for the organization’s outcomes gs well as the
governing body’siperformance.

Note [4 to entry: Member stakeholders are often referred to, and can include, shareholders and members of an
orgarnization.

3.3.3
reference stakeholder

stakeholder (3.3.1) to whom the governing body (3.3.4) has decided to account to when making decisions
pertaining to the organizational purpose (3.2.10)

EXAMPLE Scientific advisory board to a research organization, parents of the pupils in a school, community
advisory boards for companies.

Note 1 to entry: In some cases, a member stakeholder (3.3.2) can also be a reference stakeholder.

© IS0 2021 - All rights reserved 5
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governing body
person or group of people who have ultimate accountability (3.2.2) for the whole organization (3.1.3)

Note 1 to entry: Every organizational entity (3.1.4) has one governing body, whether or not it is explicitly
established. When the organization is not an organizational entity, the term governing group (3.3.5) is applicable

where “gover

ning body” is used throughout this document.

Note 2 to entry: A governing body can be explicitly established in a number of formats including, but not limited

to, a board of

directors, supervisory board, sole director, joint and several directors, or trustees.

Note 3 to entry: ISO management system standards make reference to the term “top management” to describe

a role that,
governing bo|

3.3.5
governing §
person or g1

Note 1 to ent
management|

Note 2 to en
organizationd

Note 3 to en
group. Addit]
company or d
integrated gd

Note 4 to enfry: ISO management system standards make reference to the term “top management” to des

epending on the standard and organizational context, reports to, and is held accountable b
dy.

Sroup
oup of people who govern an organization (3.1.3)

ry: In some cases, the governing group can include executive managers or persons who have
role, while keeping management and governance roles distinct.

ry: In some cases, the governing group can include a person or greup of people representi
1 entity (3.1.4).

[ry: Where an organization spans multiple organizationalentities, it is governed by a gove
onally, where an organization exists wholly within an\organizational entity (e.g. a subsi
epartment), it has a governing group that is responsible for maintaining the organizational e
vernance.

y, the

a top

hg an

rning
diary
tity’s

cribe

a role that, depending on the standard and organizational ‘context, reports to, and is held accountable(by, a
governing grpup.

3.3.6

personnel

organization’s (3.1.3) directors, officers, employees, temporary staff or workers, and volunteers
[SOURCE: IS0 37001:2016, 3.25, mogdified — Notes 1 and 2 to entry have been deleted.]

4 The governance of organizations

4.1 General

All stakeholders expéct that organizations, especially those that directly impact their lives| are
well governpd.This results in the need to develop a common understanding of what constitutefs the
governance |of-erganizations across all jurisdictions. Therefore, a global consensus-based approdch is
needed.

This document defines governance conditions (established in this clause), principles and recommends
key aspects of practice that can guide those governing organizations to understand and fulfil their
responsibilities, so that the organization that they govern can fulfil its purpose. This guidance is for
the members of the governing body and governing groups, those they oversee and those to whom the
governing body is accountable. It is also intended for stakeholders involved in, or impacted by, the
governance of organizations.

Governance of organizations is a human-based system by which an organization is directed, overseen
and held accountable for achieving its defined organizational purpose. At its core this includes:

a)

b) determining the organization’s approach to value generation;

setting and committing to the organizational purpose and organizational values;

6 © IS0 2021 - All rights reserved
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c) directing and engaging with strategy to generate value;

d) overseeing that the organization performs and behaves according to the expectations set by the
governing body;

e) demonstrating accountability for this performance and behaviour.

NOTE Table 1 provides further detail.

4.2

Integrated governance

4.2,

General

Governance is exercised throughout the organization by governing groups, including:

— 1

The
gove
the d
orga

decid
orga
ensu

4.2.2

The
remd

Whe
trans
ensu

a) ¢
b) 1

c
{

ember stakeholders;

he governing body;

— Ilanagers;
— other internal functions of the organization.

governing body is accountable for establishing and maintaining an integrated or
'nance framework across the organization that coordinates these governance activiti

banizational
es such that

rganization realizes effective performance, responsible stewardship and ethical behfaviour. This
hizational governance framework should ensure that decision-makers have appropriafe authority,
competence and resources for the responsibilities given to them. Effective delegation and transparent
ion-making empower personnel to act appropriately, resulting in a more resilient and agile

hization. Controls and subsequent improvement actions should be planned and imp
re that the governance system remains adequate for the organization’s purpose.

Governance and delegation

boverning body can delegate but still remains accountable for what it has delegated
ins responsible for the organization as a whole.

h delegating, the governing body should delegate in a manner which increase
parency. For delegation and accountability (see 6.5) to be effective, the governing
re that the followihg conditions are fulfilled:

bxpected outcomes are negotiated, specified and agreed;

equired.xesources are available;

emented to

and always

5 trust and
body should

quthoriity matches the level of responsibility, which includes the autonomy to make an1i fulfil plans

o-dchieve the agreed outcomes within the established parameters;

d) outputs, outcomes and the processes to achieve the responsibilities are periodically reported and
presented with evidence that actions taken are reasonable and appropriate;

e) consequences, such as sanctions, for the non-fulfilment of a responsibility or non-adherence to
established parameters are enforceable.

No one should be held accountable for matters over which they have no authority or for which
expectations have not been stated or agreed.

Accountable people can delegate to others. However, it should be made clear that those who delegate
remain accountable for their delegate’s use of that authority.

Delegation should be formalized together with the appropriate assurance processes. Limits of decision-
making authority should be applied in response to assessed risk.
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4.2.3 Governance and management

“Governance” and “management” are distinct, necessary and complementary activities that interact
and influence one another. Governance involves setting and being accountable for the organization’s
fulfilment of its purpose within the parameters set for the organization, whereas management is about
fulfilling the associated objectives by making choices within those parameters. The governing body
should ensure the clarity of roles and responsibilities of all involved and hold accountable those to
whom they delegate.

The degree of separation of duties between the governing body and managers varies according to
organizational needs and circumstances. In certain circumstances, such as an executive member

of the gove
responsibili
fulfilling thg

This docum|
standards.

4.2.4 Gov

The aim of g
the organiz
value as int

llillg IL)Udl_y, dIl iudividua} Cdll 1UC lCLluil Cd tU l[ull[l} bUt}l sUVELIAIILT dlld HIdIld gt
Fies. In such cases, it is important for that person to be able to distinguish when/the
different responsibilities and act and behave accordingly.

ent provides guidance on the governance of organizations and complements-manage

ernance and sustainability

overnance, and the duty of the governing body, is to create the conditions for, and to en
htion to perform over time, such that it fulfils its organizational purpose and gene
ended. An organization can be said to be contributing“to sustainable development

to be sustainable, when it generates value in a manner that meéts the needs of the present wif

compromisi
governance
the conditig
sustainable
applying thd

4.2.5 Gov

The governi
should cons

ng the ability of future generations to meet their gwn needs. By aligning an organiza
with sustainable development, e.g. via the UN.'SDGsl12], governing bodies help ¢
ns for an organization’s future success. As awesult, governing bodies should ensure
development and sustainability are fundamental considerations when governing
governance principles in this document.

ernance and stakeholders

ng body should treat, and ensure that the organization treats, all stakeholders fairly
der the expectations of relevant stakeholders. The governing body should ensure thg

organizational purpose (see 6.1) and the intended value to be generated (see 6.2) are defined thr

engagement

While not d
considered |

with member, reference-and other relevant stakeholders.

efined as stakeholdérs, the natural environment and society as a whole should als
by the governinig body in its decision-making because they affect or will be affected b

organizatiof’s activities?

4.3 Thed

overming body

nent
y are

ment

t does this by defining and guiding the role and functioning of the ,governance of the
organization.

able,
rates
and
hout
ion’s
reate
that
and

r and
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ough
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4.3.1 Compesition and structure

The composition and structure of the governing body will vary between organizations. However, the
governing body, as a collective, should remain suitably equipped to fulfil its role. Appointments to the
governing body should be transparent to stakeholders and consider:

diversit

competence (relevant knowledge and understanding, skills and experience);

y and inclusion;

independence of thought and action;
capacity;

probity;

© ISO 2021 - All rights reserved


https://standardsiso.com/api/?name=29c1a9dfd7c285990f922e9a446cdc0c

ISO 37000:2021(E)

— commitment.

Depending on the size of the organization, governing bodies can create committees to help them fulfil
their obligations. These committees can be statutory or voluntary. In either case, they should provide
the governing body with additional capacity, skills, independence, diversity and/or stakeholder
representation. If a governing body makes use of supporting committees, the governing body should
ensure that it effectively delegates the necessary responsibilities and authority to such committees.

At all times, the governing body should act collectively, performing many interrelated activities in order
to exercise its authority and fulfil its accountability. Members of the governing body should act with
probity and in the best interests of the organization while applying the principles in this document.

4.3. Competence

Governing body members should continuously improve their competency regarding the organization’s
activjities, legal requirements and, more broadly, the organization’s context. Thi§ improvinyg capability,
together with regular reviews of governance practices, should ensure-a“¢ontinually improving
govefnance environment.

The governing body should:

a) e¢nsure it has the right combination of knowledge, skills’,and experience to undgrstand the
perations of the organization and the markets in which it©perates;

b) develop, and competently use, appropriate criteria forxmeasurement that will indicqte progress
fowards the fulfilment of the organizational pufpose, within the set parametgrs, via the
organizational strategy;

INOTE1  Criteria for organizational performan¢e can also include comparative measures with other
dimilar partners or competitive organizations.

c) det an expectation of the appropriate\quality and quantity of measurement and tjmeliness of
elivery when establishing objectives;

d) 4gssess its own competence, structures and processes, including drawing on the| support of
xperienced, independent professionals, with respect to, for example, the adequacy of its
ffectiveness, efficiency, composition and its member succession plans;

OTE2  Suchassessmeént caninclude the application of a maturity model as a means of indicafing progress
owards a desired level)of competence.

INOTE 3 In assessing its competence, the governing body should include utilizing internaljaudit, where
asible, to provide assurance that the governance system is appropriately designed and |operating as
intended.

e) feporten the process and outcomes of assessments to relevant stakeholders (see 6.5.3).

5 Overview

The guidance in this document provides key governance conditions (see Clause 4) and a set of
governance principles to be applied in an integrated and concurrent manner (see Clause 6) to realize
the described governance outcomes. These principles are central to the governance of organizations.
They are structured as primary, foundational and enabling principles which indicate their role in the
governance of organizations, as depicted in Figure 2.
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Value generation
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Purpose
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Figure 2 — Governance of organizations — Principles and outcomes

When the governing body-applies the guidance in this document, it enables the organization to redalize
the followinjg key goyernance outcomes and as a result contribute to sustainable development.

a) Effective perfermance — The organization:

1) istyueto its purpose;

2) performs as required;

3) generates value for stakeholders;

4) remains in alignment with its policies and relevant stakeholder expectations.
b) Responsible stewardship — The organization:

1) makes use of resources in a responsible manner;

2) effectively balances positive and negative impacts;

3) considers the global context;
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5) engenders the trust and confidence of the communities within which it operates, and beyond.

c) Ethical behaviour — The organization behaves in accordance with accepted principles of right or
good conduct in the context of a particular situation and in a manner consistent with international
norms of behaviour, including demonstrating:

1) an ethical culture;
2) accountability through accurate and timely reporting on its performance and stewardship of
resources,;
3) fairness in the treatment of, and engagement with, stakeholders;
4) integrity and transparency in fulfilling its obligations, and commitments;
3) competence and probity in the manner in which it makes decisions.
Table¢ 1 describes the structure of the governance principles and lists the principles assgciated with
each|category. All principles should be applied, and applied concurrently:
Table 1 — Organizational governance principles overview
Category Category description Principle Principle stat¢ment
The pursuit of purpose is at the centre Purpose (6.1) The governing body shpuld ensure
of all organizations and of primary that the organization’sfreason for
importance for the governance of existence is clearly defjned as an
organizations. organizational purpos¢. This organ-
Theref thi inciple is th . izational purpose shoulld define the
Primar er%oreél 1sfprmc1p €1sthe pzlrtrilary organization’s intentiohs towards
y cont51 lera .1otn forllg?}\l/err;ince and le . the natural environmept, society
c}?p (rja pomto :ll ﬁo er pr_lrllmp esin and the organization’s ptakehold-
i[) 1S odcymtflnt. ot el; p}ll"lnaplf:s are tof ers. The governing bodly should
t}flrea . m.tle context of the gpplication o also ensure that an asspciated set
1S principle. of organizational valuds is clearly
defined.
The four foundational governance prin-  |Value generation The governing body shpuld define
ciples are the-essence to ensuring that (6.2) the organization’s valug generation
effective governance of an objectives such that they fulfil the
organization‘takes place. organizational purpos¢ in accord-
C He abili ffectivel ance with the organizaftional values
org=i\tie ability tg € ?C_tlve y and the natural envirohment, social,
gOVErn an organization 1s: and economic context yithin which
it operates.
— determining the organization’s Strategy The governing body shpuld direct
approach to value generation; (6.3) and engage with the orfganizational
strategy, in accordancq with the
— directing and engaging with strategy value generation mode], to fulfil the
Fouhdational to generate that value; organizational purpose¢.

— overseeing that the organization
performs and behaves according
to the expectations set by the
governing body;

— demonstrating accountability for
the organization’s performance,
behaviour, decisions and activities.

Oversight
(6.4)

The governing body should oversee
the organization’s performance to
ensure that it meets the governing
body’s intentions for, and expecta-
tions of, the organization, its ethical
behaviour and its compliance

obligations.

Accountability
(6.5)

The governing body should demon-
strate its accountability to the
organization as a whole and hold
to account those to whom it has

delegated.
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Table 1 (continued)

b

Category Category description Principle Principle statement
The six enabling principles address the Stakeholder The governing body should ensure
governance responsibilities engagement that the organization’s stakeholders
pertinent to today’s organizations — (6.6) are appropriately engaged and their
to meet evolving stakeholder expectations considered.
expectations and the chal_qgmg Leadership The governing body should lead the
natural environment, social and 6.7) oreanization ethicallv and
economic context. @z gan y
effectively and ensure such
leadership throughout the
organization.
Data and The governing body should
decisions recognize data as a valuable
(6.8) resource for decision-making
by the governing body; the
organization and others.
Enabling

Risk governance
69)

The governinghody should
ensure that iteonsiders the
effect of uncertainty on the
organizational purpose and
assogiated strategic outcomes.

Social Thé.governing body should
responsibility efisure that decisions are
(6.10) transparent and aligned with
broader societal expectations.
Viability and The governing body should
performanee ensure that the organization
over tiie remains viable, and performs
(6.11) over time, without compromisipg

the ability of current and futurg
generations to meet their needy.

This documpnt provides key aspects of practice that guide governing bodies in their application af the

governance [principles. These key aspects are nobintended to provide an exclusive list of practices

When applyjing the governance principles and deciding how to appropriately implement the practices,
the governing body should take into consideration the unique and dynamic nature of the organizption
and its context, including the following:

— organizptional purpose and organizational values;

— legal, regulatory, naturdlenvironment, social and economic context;

— expectations of relevant stakeholders, particularly member and reference stakeholders;

— charactpristics-ofthe organization such as organizational type, structure, size, interdependencies,
compleXityyculture and its expected future progression;

— value g netration model and nrgani’7:1finna] cfr:ﬁ'ngy;

— commitments and obligations associated with organizational activities and value generation

processes;

— functional requirements of the organizational governance framework.

Governing bodies should ensure that they realize the described governance outcomes through
intentionally implementing the practices.

Finally, the governing body should report honestly and transparently to relevant stakeholders on the
organizational governance framework. This includes reporting:

— onthe way it has implemented the key aspects of practices in this document and any other practices
used to apply the principles;

12
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— its assessment of the governance outcomes achieved.

In doing so, the governing body provides indications of the organization’s governance maturity, among
other insights.

6 Principles of governance

6.1 Purpose

6.1. Principle

The governing body should ensure that the organization’s reason for existence is clearly defined as
an ofganizational purpose. This organizational purpose should define the organization}s intentions
towards the natural environment, society and the organization’s stakeholders.(The governing body
should also ensure that an associated set of organizational values is clearly defined.

6.1.2 Rationale

A cleprly articulated organizational purpose is necessary to ensure that'all organizational 4ctivities are
alignled with the organization’s reason for existence. It is also necessary that the organizatiohal purpose,
and the parameters within which the organizational purpose {5to be pursued, are deternpined on the
basiq of a clearly defined set of organizational values. A clearljxarticulated organizational plirpose, with
aligned organizational activities, and a well-established set:of organizational values:

a) (¢reates clarity for the organization’s stakeholders’on the organization’s intentions, [behaviours,
Iecisions and activities in relation to them;

b) provides stakeholders with an understanding of the organization’s identity;
c) (¢reates a point of reference for efficient'and agile decision-making;

d) ﬁrovides a framework within which plans are created and executed in a focused manner, avoiding
nnecessary distractions;

e) eénacts organizational values, which provides the foundation for the organization’s culture;

f) provides the governing\body with a basis on which to define the value that the organizdtion aims to
enerate for its stakeholders and the manner for doing so;

g) provides abasis on which stakeholders can assess the organization’s outcomes and the achievement
f stated objectives.

6.1. Key-aspects of practice

6.1.3.1—- _General

The governing body should ensure that the organizational purpose and organizational values are
defined, communicated and embedded.

6.1.3.2 Define the organizational purpose

Defining the organizational purpose involves identifying the issues and stakeholders for which the
organization exists to serve and the negative impacts that are to be avoided. When identifying these,
the governing body should ensure that the following are considered:

a) existing documentation relating to the organizational purpose and the scope of the organization’s
activities, such as constituting documents or other artefacts;
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b) the historic, current and aspirational core identity of the organization, including the organizational
values and expected ethical behaviour;

c) importantissues including global threats that evolve over time (e.g. climate change);
d) member, reference and other relevant stakeholder expectations;

e) organizational capabilities and opportunities.

The governing body should ensure that:

— the essence of the organizational purpose is documented in a summary statement to promote
effectivE communication and to assess and determine organization-wide actions and Success;

— the orglanizational purpose is available to all stakeholders and reflected in the constitiiting
documents where possible;

— the orgdnizational purpose is core to its governance practices, deliberations anddecision-making;

— the organizational purpose remains dynamic and sensitive to the changingcontext within which
the organization operates.

NOTE An organizational purpose statement can require further interpretdtion and elaboration onde the

governing bofdy has defined the organization’s strategic and value generation phjectives. This assists stakehdlders
to better understand its meaning and consequences.

6.1.3.3 Define the organizational values

When defining the organizational values, the governing bodyshould ensure that:

a) all releyant stakeholders are engaged;

b) itis clegr what ethical behaviour is expected as.a result of the organizational values;
c) the expected ethical behaviour can be assessed;

d) the governing body itself understands the consequences of unethical behaviour including bripery,
fraud and corruption;

e) correctfve action can be taken,

NOTE The organizational yalu€es can be expressed via, for example, a code of conduct, code of ethics and/or a
compliance plolicy.

respon51ble 0 d aksess
whether the organlzatlonal values remain allgned to, and support, the organlzatlonal purpose. The
effectiveness of the organizational values will be evident in the culture of the organization.

6.1.3.4 Commit to the organizational purpose and values

The governing body is accountable for ensuring that the organization fulfils the defined organizational
purpose and should ensure that the organization does so in a manner which demonstrates the defined
organizational values.

The governing body should ensure that the organizational purpose and organizational values and
their centrality are effectively communicated throughout the organization and are available to the
organization’s stakeholders.
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Furthermore, the governing body, and its members, should demonstrate commitment to the
organizational purpose and values by leading the organization to fulfil its organizational purpose and
behaving in accordance with the organizational values.

6.2 Value generation

6.2.1 Principle

The governing body should define the organization’s value generation objectives such that they fulfil
the organizational purpose in accordance with the organizational values and the natural environment,

worth to its
banizational
needs to be
in fulfilling
'ms and can
impdct the natural environment and society, as well as the stakeholders themselves. The governing
body’s function in this value generation includes stewardship.7 to ensure the organizatlon not only
creates but also protects value over time.

6.2.3 Key aspects of practice

6.2.3.1 General

The governing body should ensure that an.@verarching value generation model is determfined for the
orgahization and is appropriately commudicated.

This value generation model should dlarify:

— hat value the organizationtis intending to generate (define);

— lhow the organization sheuld generate that value (create);
— lhow the generation of value will be assured (deliver);
— lhow the value-generated is to be retained and distributed (sustain).

In dgterminingthe value generation model, the governing body should understand the context in which
the ¢prganization operates over time, including stakeholder expectations, regulatory frameworks,
techpoloegical change, and the present and potential future natural environment, social a(ild economic

issugsCEhe governing body should also ensure that the organization’s value generation model continues
to beviable and responds to changing conditions.

The value generation model requires an integrated approach to understanding and using resources
(e.g. human, social and relational, intellectual, the natural environment, financial and manufactured).
This approach includes:

a) identification of all resources involved in the model;
b) measurement and tracking of the organization’s use of, and impact on, these resources;

c) reporting on the extent of the organization’s impact on these resources and the impact of these
resources on one another.

The components of a value generation model are depicted in Figure 3.
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Figure 3 — Organizational value generation model

Deliver

6.2.3.2 Define value

The governing body should define the organization’s value generation gbjectives such that they

the organiz3

social and ¢conomic context within which it operates. This should)include iterations of identi

relevant stakeholder groups and determining, prioritizing and formulating objectives which meg

expectation

5 of these groups.

a) This canp include understanding, for example:

1) tho

Ge objectives which will result in the realization of the organizational purpose;

2) rights and expectations of the stakeholdergroups;

3) tho
4) the
b) Awide
1) resq
2) ady|
3) norn
6.2.3.3 (y

se stakeholders controlling or influencing the resources required to generate value;
current and required quality.of-those resources.

range of internal and external sources should be consulted, for example:

barch organizations;

isory and consultihg organizations;

-governmental organizations.

eatevalue

The governi

fulfil

itional purpose in accordance with the organizational valuesiand the natural environment,

fying
t the

tives

ngbody should ensure that it sets parameters, within which the value generation objed

are to be achieved. These parameters should ensure that the organization:

a) balance

s the achievement of the value generation objectives against potential impacts;

b) defines what resources are required to deliver the value generation objectives and how they should
be accessed and allocated;

c) recognizes and optimizes the interaction between the required resources.
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6.2.3.4 Deliver value

The governing body should ensure that the value generation objectives are delivered by the organization
as a whole, by applying all other principles in this document. This includes ensuring that:

a) unintended outcomes are adequately identified, understood, monitored and appropriate action
taken;

b) the impacts of the organization’s changing context are identified, understood, monitored and
appropriate action is taken;

c) assurance is obtained on the realization of the value generation objectives.

6.2.3.5 Sustain value

The governing body should ensure that value is retained and distributed in a maniner that
the drganization is agile, viable over time and achieves its value generation objectives.

The

trang
the 4
whel

appr

6.3

6.3.1

The
valug

6.3.2

Strat]
effor]
outc

The

Ane

governing body should demonstrate accountability by retaining-and distributing

bnsures that

value in a

parent manner and reporting on the associated processes, deciSions and results, including on

xtent of the organization’s impacts over time. This includes disclosing to relevant s
e the organization has destroyed or compromised value, providing a justification for
bpriate, and describing how it will redress or reinstate thatvalue.

Strategy

Principle

roverning body should direct and engage with the organizational strategy, in accorda
 generation model, to fulfil the organizational purpose.

Rationale

takeholders
such where

hce with the

egy is the pattern of evolving.intentions that provide direction for harmonizing and focusing

t to fulfil the organizationalpurpose, associated value generation objectives and relat
mes.

hature of organizational strategies ranges widely, including emergent and deliberatd

ed strategic

and formal

formal. At its cor'e,the organizational strategy reflects the governing body’s intentions regarding

and
the (;I?ganization's achievement of the strategic outcomes within its changing context.

ffective strategy functions as a framework for decision-making to enable different co

the
stra

ganization to align. Strategic plans document how the organization is to pursue the or
gy and-governance policies document the parameters within which it does so.

mponents of
banizational

6.3.3.1 Provide strategic direction

6.3.3.1.1 Set strategic outcomes

The governing body should provide the organization with an understanding of its intentions by setting
clear strategic outcomes and guidance on the organizational strategy to achieve these outcomes, which
it has determined will fulfil the organizational purpose and value generation objectives.
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When setting the strategic outcomes and guiding the organizational strategy, the governing body
should consider the organization’s internal and external context, including:

a) the organizational purpose, the application of the organizational values and the organization’s
value generation model;

b) the envisaged time scales of the strategic outcomes and of the organizational strategy;
c) the organization’s risk landscape;

d) the defined value generation objectives;

e) the intfrdependence between the natural environment, social and economic context 4 the
organizption’s material impact on the context and its material impact on the organization;

f) the organization’s need for, and access to, resources, including financial resources;
g) the quality and nature of stakeholder relationships and effectiveness of stakeholdeb engagement;
h) the organization’s impact on stakeholders;

i) the organization’s strengths, weaknesses, competitive positioning and gperational resilience;
j) relevant stakeholder expectations;

k) potential opportunities for innovation.

6.3.3.1.2 Establish governance policies
The governing body should establish governance policies.ahd ensure that these:

a) clarify the governing body’s intentions and expectations with respect to the organizatjonal
purposeg, organizational values and the organization’s value generation objectives;

b) clarify delegations within the organizatien;including in relation to the strategy process;

c) define the structures (e.g. committees) and roles involved in the governance of the organizgtion,
including their authority, responsibilities, performance and reporting requirements;

d) provide/guidance on what, rather than detailing how, responsibilities are to be fulfilled;
e) setexpgctations for internal’ controls, compliance, risk management and risk taking;

f) clarify the manner iwhich the governing body itself is to operate and govern the organizatiop;
g) addresgthe govérning body’s own commitment to continual improvement;

h) are reghlarly‘reviewed, and updated as necessary, to ensure that they remain aligned with the
organizption’s constituting documents, and the organization’s changing context, and are bas¢d on
relevant guidance and best practices such as standards and codes.

The governing body should ensure that the governance policies are effectively applied across the
organization and that they achieve the governing body’s intentions.

The governing body should ensure that those to whom they delegate are empowered to create
management policies, which are consistent with the governance policies, and are also empowered to
provide proposals for changes to the governance policies.

The governing body should ensure that the responsibilities for developing and approving all policies
are clear and that governance policies are not open to change without the governing body’s agreement.
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6.3.3.2 Engage the strategy

6.3.3.2.1 Engage with strategic planning

The

governing body should engage with strategic planning by:

a) establishing clarity about its role in the strategic planning process;
b) delegating as necessary;
c) reviewing, assessing and approving the plans developed by those to whom they have delegated;
d) d)verseeing (see 6.4) the implementation of these plans and ensuring that they meet the agreed
jtrategic outcomes.
6.3.3.2.2 Steer the strategy
The governing body should actively and dynamically steer the implementation of the organizational
strategy, within the defined governance policies, including organizational values, and changing risk
context, to fulfil the organizational purpose. The governing body should also steer the strdtegy so that
the generation of value in the present context is balanced with thé.innovation required|to generate
valug¢ in the future.
The governing body should steer the organizational strategy®by means of:
a) the organizational culture, including the cultural tonle‘the governing body sets througl its ethos;
b) onitoring and responding to the behaviour, *decisions and activities of the orgarization, e.g.
alues-driven behaviours pertaining to sustainability;
c) the composition and functioning of the governing body itself, and its committees, erjsuring they
re continually able to understand and-meet the changing needs of the organizatior] (see 4.3.2),
including recommending ways for closing anticipated gaps;
d) governance policies, to ensure that they remain aligned with the organization’s changing internal
dnd external context and are current with common or best practice;
e) Treserving some decisions for the governing body (those which materially or fundamentally impact
the organization as awhole) and delegating others;
f) guccession planding for the critical roles in the organization, including emergency succession
drrangements;
g) onitoring,{evaluating and developing the capacities and competencies of those t¢ whom the
overningbody has delegated;
h) the organization’s approach to compensation, ensuring that compensation is, and ré¢mains, fair,
achancihla and trancnaraont:
i) targets, key performance indicators (KPIs) and associated incentives, including financial
remuneration (see 6.4.3);
j) decision-making, specifically, the strategic deployment of resources.
6.4 Oversight

6.4.1 Principle

The governing body should oversee the organization’s performance to ensure that it meets the
governing body’s intentions for, and expectations of, the organization, its ethical behaviour and its
compliance obligations.
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6.4.2 Rationale

Effective oversight by the governing body ensures the organizational purpose and strategic outcomes
are achieved in the intended and required manner. Oversight is important because the governing
body needs to ensure that delegated responsibilities are performed as required and decisions are
made within the delegated authority. Through oversight, the governing body takes corrective action,
as necessary, to fulfil the organizational purpose. The governing body’s oversight effort depends on
various factors including the organization’s size and its complexity.

6.4.3 Key aspects of practice

6.4.3.1 Ge¢neral

To exercise gffective oversight, the governing body should:

a)

b)

‘)
d)

6.4.3.2 Oyersee performance

require|those to whom they have delegated to provide timely and accurate reports:on all material
aspects|of the management of the organization;

ensure that an internal control system is implemented, including a risk-management syst¢m, a
complignce management system and a system of financial controls;

take corrective action;

assure itself of the accuracy of reports and evidence it receives, and the effectiveness of the intgernal
control gystem.

The governing body should oversee organizational petformance by assessing and taking corrective

action based on:

a)

b)

c)

j)

20

whethet the organizational values and governance policies are effectively guiding the organizgtion,
its cultyre and its ethical behaviour;

managerial reporting and performiance, ensuring that it appraises results against applifable
measurgment criteria and its intentions and expectations (see 6.3.3);

risk information (e.g. information received directly from the risk function) regarding the
organizption’s assessment@iid treatment of its key threats and opportunities in consideratipn of
the organizational risk framework (see 6.9);

complignce (e.g. information received directly from the compliance function) regarding the
organizption’s compliance culture and the meeting of its compliance obligations;

the organizatjen’s identification of, and engagement with, relevant stakeholders (see 6.6);

the orgdnizati i i i i ring th
financially sound;

resource allocations, capacity and capabilities (including people and their development) ensuring
that the organization is enabled to meet its organizational purpose, value generation objectives
and strategic outcomes;

the organization’s controlling and processing of data, ensuring that data are recognized as a
valuable and strategic organizational resource (see 6.8);

the organization’s responsible (which includes ethical) use of, and adequate investment in,
technology including, for example, artificial intelligence and cyber security;

the organization’s management of plans, organizational changes and other substantial
transformations as well as responses to unplanned events and incidents.
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NOTE1 Additional information to assist with the governance of risk is provided in ISO 31000 and IEC 31010.
NOTE 2  Additional information to assist with compliance management is provided in ISO 37301.
NOTE3  Additional information to assist with the governance of IT of organizations is provided in

ISO/IEC 38500.

NOTE 4

by organizations is provided in ISO/IEC 385071).

6.4.3.3 Obtain assurance

To provide effective oversight of the organization, in addition to the reports it receives
to whom they have delegated, the governing body should assure itself that the governan
apprppriately designed and operating as intended. If the governing body cannot assure it
then

a)
b)

)

d)

)

g)

Assufrance processes that inform the governing body independently and accurately include

Additional information to assist with the governance implications of the use of artificial intelligence

it should utilize additional means of independent assurance. The governing body shou
determine the level of assurance scrutiny it requires, depending on the assessed risk;

ensure that those providing assurance have appropriate authority and adequate 1
provide the governing body with accurate assessments;

ensure that assurance providers have the necessary competeficyand capacity and that
gre appropriately focused;

¢arefully scrutinize the reporting lines of those who-provide assurance internally, {
heir independence and authority (see NOTE 1);

¢arefully scrutinize the ability of any external’ assurance providers, to provide
assurance (see NOTE 1);

ensure that assurance services providedyto the governing body are integrated and g
that, taken as a whole, they support and enable an effective internal control system and
Irganization’s significant risks and-material matters;

emonstrate its commitment,to assurance and communicate appropriately and clearly
the organization, about its assurance system.

irect verifications by the governing body;

irect reports by, and private sessions with, risk management and compliance mar]
independeng.control functions;

irect reports by, and private sessions with, internal audit as an independent provider g
including insight and advice, on the effectiveness and performance of governance proce
internal control system, in particular risk management and compliance management;

from those

Ce system is
self directly,
Id:

esources to

their efforts

o safeguard

ndependent

ptimized so
address the

throughout

lagement as

fassurance,
sses and the

external audit and associated reporting to stakeholders and the governing body;

whistleblowing processes and personnel and customer feedback mechanisms, both
informal (see NOTE 3).

formal and

Where external auditors are appointed, there should be a rotation of audit firms or auditors and
careful consideration and transparency of the non-audit services they provide, to ensure continued
independent assurance.

NOTE 1

Independent assurance is the verification of information without any undue interference. It requires

appropriate authority and adequate resourcing of the control and assurance functions, and unrestricted access
to people, resources and data.

1) Under preparation. Stage at the time of publication: ISO/IEC/DIS 38507:2021.
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NOTE 2  Internal audit functions often follow generally accepted professional standards and rules.

NOTE3  Additional information to assist with whistleblowing is provided in ISO 37002.
6.5 Accountability

6.5.1 Principle

The governing body should demonstrate its accountability to the organization as a whole and hold to
account those to whom it has delegated.

6.5.2 Ratjonale

The governing body is responsible for and accountable to the organization as a whole and is|charged to
continually Act in the best interests of the organization such that the organizational purposé is fulfilled
over time (spe 6.1).

With respedt to organizations, accountability is established through the assignmentof, and agreeing to,
responsibility and the delegation of commensurate authority (see 4.2.2).

Sources of responsibilities include:

— law or regulations;

— ethical pr moral conventions;

— recognifed standard practices;

— member stakeholders and reference stakeholders;

— delegatjon from another who holds such responsibility.
Authority c3n be delegated to the governing body by stakeholders:
— directly| (e.g. by member stakeholders); or

— indirecfly (e.g. by society via the law-or by social licence).

Accountabiljty is a key aspect of governance because it engenders trust and legitimacy, which leads to
improved ofganizational perfofaiance.

The governing body can déelegate, but remains accountable for the actions, inactions and omissions of
the organization as a whele.

6.5.3 Key|aspects-of practice

6.5.3.1 General

The governing body should demonstrate its willingness to answer for the fulfilment of its
responsibilities, even where these have been delegated. The governing body should also report on the
manner in which it holds to account those to whom it has delegated.

The governing body should ensure that effective delegation is practised (see 4.2.2), as this is necessary
for accountability.
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6.5.3.2 Demonstrate accountability

To demonstrate accountability, the governing body should ensure that the organization’s reports and
disclosures:

a) describe the organizational purpose, organizational values, value generation model, organizational
strategy and associated governance policies;

b) provide information about the governing body itself, including:

1) decisions, actions, performance and improvements;

7) the fulfilment of its responsibilities, including the consequences of not fulfilling its|obligations;
c) provide information about the organization, including:
1) the organization’s performance in fulfilling the organizational purpose;

2) the way in which the organization’s performance was achieved andwhether this performance
was reasonable given the organization’s changing context governance policigs, including
organizational values;

3) the impact the organization has had, and anticipates haying, on the resources it yses and the
natural environment, social and economic context within‘which it operates;

4) those who can influence the decisions of the governing body (such as member stakeholders,
reference stakeholders and other stakeholders Wwho can exert a controlling influence) and the
nature and level of influence;

=

%) the organizational culture, including therorganizational behaviour and perceptions of the
organization’s behaviour provided by relevant stakeholders;

d) 1mneet compliance obligations;

e) give confidence in the integrity oftheinformation used, e.g. describing assurance processes applied
see 6.4);

f) are transparent but also within the limits of confidentiality;

g) e¢xplain and justify the-erganization’s actions, inactions, omissions, risk and dependencigs, including
those of the governing-body;

h) 1eport on histefic-actions and outcomes, as well as future intentions.

The governing.body should:

fitsrelevant stakeholders;

— %etermine themostappropriatereportingmethodologies forthe organization, given the ¢xpectations

— ensurethatreported information and disclosed information are material, complete, understandable,
responsive, accurate, balanced and timely;

— ensure that all relevant stakeholders are able to access the reports and disclosures, as far as is
reasonable, and are therefore suitably equipped with the information necessary to make informed
assessments of the organization’s past performance, current performance and performance over
time.

For accountability to be effective, it relies on effective stakeholder engagement (see 6.6) as this is the
basis for effective dialogue, value generation and improvement. The governing body should be available
to answer to relevant stakeholders about decisions made and have responses evaluated. Improvements
should be applied as the result of feedback from reporting, disclosure and dialogue activities.
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6.5.3.3 Hold to account

The governing body should hold to account those to whom it has delegated (see 4.2.2). The governing
body should ask questions, exercise its judgement, implement consequences, affect improvements and
ensure that is equipped to do so. When doing so, the governing body should practise integrity, fairness
and transparency.

The governing body should direct and oversee the organization to ensure accountability is practised

throughout

(see 6.4).

6.6 Stakeholder engagement

6.6.1 Principle

The governi
their expect

6.6.2 Rat

Demonstrat
stakeholder

Organizatio
and with

organizatio
decisions w

g body should ensure that the organization’s stakeholders are appropriately‘engaged
ations considered.

onale

ing sound and mutually beneficial stakeholder relationships, based on ethical and effe]
engagement behaviours and practices, ensures organizations generate value over tim

| and

ctive

h

hs have a variety of stakeholders, each with distinct(fypes and levels of involve
iverse and sometimes conflicting interests, expectations and concerns. Conseq
s have a range of relationships with their stakeholders and governing bodies need to
hich can involve trade-offs.

£ent,
ake

uéntly,

Stakeholderf can have strong relationships with the orgaitization which need additional considerption
beyond the legal, regulatory or contractual accountability required in the case of some stakeholders,
e.g. membei| stakeholders. There are a number of reasons for this, including the following.

a) Asymmetric relationship: Although the individual ability of these stakeholder relationships to
affect, qr be affected by, the organization,is limited in the short term they can collectively have a
significant impact on an organization.

b) Cumulative effects: Over time and collectively, society as a stakeholder, as well as the nafural
environment and the economy,\can have a fundamental effect on the organization and vice versa.
For example, pollution caused by the organization can adversely impact society and the nafural
environment over time anid-rising sea levels can adversely affect the organization.

c) Legitimpcy: The legitimacy of the organization to pursue its organizational purpose and to opgrate
in the nptural envitehment, society and the economy can also be derived, in part, from those who
are not member.stakeholders.

It is expectdd that stakeholders are aware of their powers and exercise them in a responsible mapner,

e.g. to uphold-their fair and proper rights and obligations, and to ensure that the organization is| held

accountable

6.6.3 Key

for these rights and obligations.

aspects of practice

The governing body should ensure that the organization’s stakeholders are identified, prioritized,
appropriately engaged, consulted and their expectations understood. The governing body should do
this to ensure that stakeholder relationships are effective and appropriate decisions about expectations
are made to achieve the intended value generation objectives.

When the governing body groups stakeholders, it should clarify its criteria for grouping, and for
determining the relevance of, stakeholders. The governing body should also ensure that a stakeholder
engagement process is devised on this basis.

NOTE The grouping and relevance of stakeholders is varied and dependent on the organization.
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The governing body should consider the expectations of relevant stakeholder groups whether the
organization is obliged to do so (e.g. member stakeholders, regulators) or whether it chooses to do so
(e.g. reference stakeholders). The governing body should ensure that:

a)

strategy;

b)

c)
d)

the organizational culture is responsive to relevant stakeholders’ views;
collaborative relationships with relevant stakeholders are maintained;

human and labour rights in all countries of operation are respected;

relevant stakeholders are engaged in achieving the organizational purpose via its organizational

q

e)

f)

1

q

6.7

6.7.1

The
throt

6.7.2

In an
all in]
in se
body

gn open and transparent communication culture within the organization is createdand

jrrangements (see 6.5.3).

o help bridge the gap between diverse stakeholder groups and varying perspectives |
bxample, gender, age, belief systems or cognitive abilities;

eporting is coherent so that stakeholders can effectively assess the etganization’s

Leadership

Principle

boverning body should lead the organization ethically:and effectively and ensure suc
ighout the organization.

Rationale

dividuals contribute to this culture, what the governing body says, does and expec
tting the tone for the whole organization. Leadership is therefore a critical issue for
Its own behaviours provide the\model for the organization’s behaviour. With the

esta
the
com
addit
acro

6.7.3

6.7.3

Leadership styles can differ, but they all involve the setting of expectations which others

the d

:

lishes concerning the way stakeholders should be treated and the way goals should
overning body creates standards and examples for others to follow. Visible, resp
etent leadership ensures that the organization follows the expectations which have
ion, effective leadership.provides clarity in communication and an understanding of ¢
is the whole organization.

Key aspects'of practice

.1 General

overning body is accountable for the whole organization, including its behaviour, d

maintained
ased on, for

governance

h leadership

organization, the governing body should-set the tone for an ethical organizational cullture. While

ts is critical
a governing
principles it
be pursued,
onsible and
been set. In
Xpectations

follow. Since
bcisions and

activ

ITIES, the governing pody should Set thoSe eXpectations It requires the organization to fOllOW,

including the parameters within which the organization is to do so. These expectations should be set
mindfully and intentionally, considering the context within which the organization operates.

In order to lead ethically and effectively, the governing body should lead by example to create a
positive culture, set the tone for others, and engender trust and cooperation among the organization’s
stakeholders.

Ethical and effective leadership is demonstrated when the governing body:

— sets expectations for the organization using robust decision-making processes (see 6.8.3);

— behaves in a manner consistent with the defined organizational values;

— ensures that the organization is, and is seen to be, following the expectations as set.
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Ethical and effective leadership should be demonstrated in three areas:

a)
b)

c)

the functioning of the governing body;

the performance of the organization as a whole;

the manner in which the organization interacts with, and impacts, its stakeholders and the context
within which it operates.

6.7.3.2 Demonstrate effective leadership

The governing hndy should demonstrate effective ]pnr‘]nrchip across-all areas

a)

b)

The outcom|
Leadership

6.7.3.3 E

The governi

a)

b)

c)

Laws and ry
Other orgar
conduct, co(
to which goy

Within
organiz
governi

Within
Within

such as
these e3

the governing body: The governing body should set expectations for itself! anc
ation, including parameters within which these expectations are to be fulfilled.
hg body should fulfil these expectations (internal alignment).

'he organization: The organization should fulfil the expectations set by, the governing |

he organization’s external context: Where the organization has set,contextual expectaf
commitments to stakeholders and the natural environment, the ‘erganization should
pectations as set.

es, whether positive or negative, are determined by the ekpectations which have beel
letermines whether these expectations are fulfilled.

Within
behavin

Within
a mann

Within 1
treats s

account

probity

lLsure ethical leadership

g body should ensure ethical leadership across all areas.

the governing body: The members of the governing body should demonstrate that the
g in a manner consistent with the organizational values.

'he organization: The governing body should ensure that the organization conducts its
b1 consistent with its organizational values.

he organization’s externaleontext: The governing body should ensure that the organiz
fakeholders in a mannef consistent with its organizational values.

les provide the minitnm set of organizational values against which behaviour is asse
izational values(see 6.1) are provided in collectively agreed documents such as a co
le of ethics orstandards of behaviour. The following are examples of the leadership v
erning bodies, and the individuals comprising them, are held:

ability;

and integrity;

the
The

body.
ions,

fulfil

h set.

y are

elf in

htion

ssed.
de of
hlues

fairness and transparency;

emotional intelligence and competence;

respectful of diversity.

Ethical leadership results in an organizational context and culture that:

26

provide

s the individuals of an organization with a collective sense of belonging;

assists in reconciling strategic dilemmas by creating organizational alignment through the
integration of opposites;

contributes to the prevention of misconduct;

© ISO 2021 - All rights reserved


https://standardsiso.com/api/?name=29c1a9dfd7c285990f922e9a446cdc0c

ISO 37000:2021(E)

— provides competitive differentiation for stakeholders by providing clarity against which evaluators
can assess the organization’s behaviour, decisions and activities;

— provides increased certainty, which in turn, creates reputational value.

For the governing body itself, the behaviours given in Table 2 can be expected as a result of the
application of the associated leadership values.

Table 2 — Examples of leadership values and behaviours

Examples of Examples of behaviours
leadership-values
Prohjity and integrity — Actin good faith and in the best interest of the organization

— Disclose actual, potential or perceived conflicts of interest at{ the earliest
opportunity and manage such conflicts appropriately.

— Actethically and in a compliant manner.

— Set the tone for the organization by behaving in the manner {n which the
organization and its personnel are expectedto behave.

— Recognize failures and mistakes and take appropriate action.

Competence — Take stepstobecome appropriately informed of all aspects of the prganization
and the context within which it 6perates (such as legal, natural gnvironment,
social, economic, technical and personnel).

—  Act with due care, skillndiligence and loyalty, and take reasongble steps to
become informed aboutparticular matters for decision-making,

Tranfsparency — Be open about decisions and activities that affect the natural gnvironment,
society and the-economy, and be willing to communicate thege in a clear,
accurate, timely, honest and complete manner.

Divefsity and inclusion — Ensure, that diversity and inclusion are understood and incorporated into
all ogganizational decision-making by including factors such ag gender, age,
ethnicity, sexual orientation, education, perspectives, nationality, disability
and beliefs.

6.7.3.4 Reconcile dilemmas

Wheh exercising leaderShip, situations can be encountered in which difficult choices have to be made
between two or moré-dlternatives. Such choices can be dilemmas and involve several dimensions and
possibly a wide rdnge of different societal value systems. Examples include:

— Ibalancing short-term imperatives with long-term resilience;

— incldsivity and competing stakeholder priorities;

- ‘UU}ldViUul dl COIIEYULIILES Ufb.Ldkt!hUldt!I illLﬁll.LiVUb,
— materiality and transparency of reporting and disclosure.

A process of reconciliation between seemingly opposed dimensions leads to more informed and robust
decisions. Reconciling dilemmas requires a deliberate approach that includes:

a) recognizing and identifying the dilemma;
b) understanding and articulating the opposing perspectives;
c) identifying the advantages and disadvantages of each;

d) reconciling the perspectives, considering how each position can support the other;
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e) mapping an associated action plan.

Where dilemmas turn into conflicts or disputes, alternative dispute resolution mechanisms should be
considered over formal litigation where possible. Disputes should be resolved ethically and effectively.

6.8 Data and decisions

6.8.1 Principle

The governing body should recognize data as a valuable resource for decision-making by the governing
body, the organization and others

6.8.2 Ratjonale

The ultimatg use of data is to provide information for decision-making either directly by-humans qr via
automation,

Due to the ubiquity of technology, the value of data as a strategic and essential respurce for organizations
is escalating. This brings with it responsibilities to appropriately deal with its-potential strategi¢ and
operational fimpacts.

Data provide the raw material from which information is derived and-from which insights are dfawn
for decisionfmaking. The information that is extracted from the data'will vary based on many fhcets
such as teclnology, subject and organizational requirements. The, potential information that c4n be
derived from data may not be obvious, can be difficult to extra¢t'and may not be directly useful tp the
organization, but it can be very useful for other organizations.er individuals.

The value qf data for decision-making can be considergd from different perspectives, such ap the
following.

a) Decisiop-making internal to the organization;

1) Dedision-making within the governing-body. The viability of an organization depends op the
datp on which the governing body.relies to make decisions.

2) Dedision-making across thegrganization. The operation of an organization depends on
stryctures and practices t@_ensure effective decision-making. Such decision-making is Hased
on frusted information dnd‘decisions being made with the level of authority and responsibility
appropriate for:

i) |the decisions;
ii) |the nature‘of the data on which the decisions rely.
b) Decisiop-making by others external to the organization: Because data are used to make decigions,

they are¢ xaluable not only for the organization itself but also as a resource that can be bopght,

SOld or htlorurico dictrilhaibnd Eowr nyaranln dats avn A vncapiwen that ic nond 10 e ok A d +heir
SHTHerWSe- e StHbbte e o eXapre, aataafreafFeseureetnarts HSse e proauectsSanal

design, market and customer insights, as well as supply chain and product usage information.
6.8.3 Key aspects of practice

6.8.3.1 General

The governing body should ensure that the organization identifies, manages, monitors and
communicates the nature and extent of its use of data (see 6.5.3).

The governing body should, in particular, ensure that the organization recognizes data as a strategic
resource and ensure that the organization uses data responsibly and ethically.
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