PD ISO/TS 55010:2019

BSI Standards Publication

Asset management — Guidance cu the
alignment of financial and non-{inancial
functions in asset management

bsi.


https://www.stdhive.com/standards/bs-pd-isots-550102019-pdf/

PD ISO/TS 55010:2019

PUBLISHED DOCUMENT

National foreword
This Published Document is the UK implementation of
[SO/TS 55010:20109.

The UK participation in its preparation was entrusted to Technical
Committee AMS/1, Asset management.

A list of organizations represented on this committee can be obtained on
request to its secretary.

This publication does not purport to include all the necessary prczisions
of a contract. Users are responsible for its correct application.

© The British Standards Institution 2019
Published by BSI Standards Limited 2019

ISBN 978 0 580 98193 7
ICS 03.100.01

Compliance with a British Standard ccwno. confer immunity from
legal obligations.

This Published Document was publich *d.1nder the authority of the
Standards Policy and Strategy Ceinmit.ee on 30 September 2019.

Amendments/corrigenda 1-suud since publication

Date Te. t af’ected



https://www.stdhive.com/standards/bs-pd-isots-550102019-pdf/

PD ISO/TS 55010:2019

TECHNICAL ISO/TS
SPECIFICATION 55010

First edition
2019-09-17

Asset management — Guid~nce
on the alignment of financial
and non-financial functicrs in
asset management

Gestion d'actifs — Orientation sur | «iynement des fonctions
financiéres et non financié.es 1ans la gestion d'actifs

= Reference number
= — ISO/TS 55010:2019(E)

©1S0 2019


https://www.stdhive.com/standards/bs-pd-isots-550102019-pdf/

PD ISO/TS 55010:2019
ISO/TS 55010:2019(E)

COFYRIGHT PROTECTED DOCUMENT

© IS0 201 Pubiished in Switzerland

All richts -eserved. Unless otherwise specified, no part of this publication may be reproduced or utilized otherwise in any form
or-hy (ny means, electronic or mechanical, including photocopying, or posting on the internet or an intranet, without prior

vri“cen permission. Permission can be requested from either ISO at the address below or ISO’s member body in the country of
t. 2 requester.

ISO copyright office

Ch. de Blandonnet 8 « CP 401
CH-1214 Vernier, Geneva, Switzerland
Tel. +41 22 749 01 11

Fax +41 22 749 09 47
copyright@iso.org

www.iso.org

ii © IS0 2019 - All rights reserved


https://www.stdhive.com/standards/bs-pd-isots-550102019-pdf/

PD ISO/TS 55010:2019

ISO/TS 55010:2019

Contents Page
FFOT@WOTM ........oooccceesse 8525585858585 iv
IIMETOUICEIONL. ..ottt 885 v
1 S0P ... 1
2 NOTINATIVE FEEETEIICES ............ooooioooeee i858 1
3 Terms and AefiMETIOMNIS ...t #
4 Why alignment between financial and non-financial functions is important g N 4
4.1 LT3 1<) - OSSR 4

4.2 Benefits of aliGNIMENT. ...ttt e e 5

5 Enablers for alignment ... . SR

5.1 LT3 1<) - OSSO R S
5.2 Processes, leadership and GOVEIMANCE. ...t e
5.2.1  PrOCESSES .o
5.2.2  Leadership....
5.2.3  Governance
5.3 Policy, strategy, data and information..................
5.3.1 Asset management policy support
5.3.2  Strategic asset management plan SUPPOTT ...t el
5.3.3  Data and information ... s
5.4 Non-financial functions in asset management......... ...
5.5 Terminology for financial and non-financial 2 ignment
6 How to achieve system alignment............... -1+ 1800 158080 R RS R 8
6.1 L T=) 4 ) = OO 8
6.2 Information Systems ... T S 9
6.3 Data MANAGEITIEIIT ... 9
7 How to achieve asset-register-relate 1 alignment ..., 10
7.1 General ... T W S

7.2 Financial asset registers:. ..
7.3 Non-financial asset regizcer’, ...
7.4  Assetregister alignment

8 Financial planning for ac<ot management
8.1 General........ .. @ - verreee1ee ek RS RE 1
8.2 Capital in”2StiZitt PLANIIIIEG ..o
8.3 Long-tzrm 1inancial planning
8.4 BUAZU TITIZ e
9 Perforrinnee MONAGEIMEIIT . ...t
9.1 CETLOTAL .o
9.2 PUrfOrMAanCe MEASUTEITIEIIE ...ttt
23 2cerformance reporting ...
9.4 Financial reporting in asset management
Qancx A ( nformative) Guidance on capital investment planning..............ce 17
Annex B (informative) Guidance on long-term financial planning ... 18
Annex C (informative) External financial reporting standards and principles ... 22
Annex D (informative) Financial accounting functions for financial reporting ... 24
Annex E (informative) Non-financial functions in asset management.................es 30
Annex F (informative) Implementation eXample ...

Annex G (informative) Cost input to pricing for product or service...

BIDLEOZTAPIY . ...t

© 1S0 2019 - All rights reserved iii


https://www.stdhive.com/standards/bs-pd-isots-550102019-pdf/

PD ISO/TS 55010:2019
ISO/TS 55010:2019

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 procedures used to develop this document and those intended for its further maintenance are
described in the ISO/IEC Directives, Part 1. In particular, the different approval criteria needed fo. the
different types of ISO documents should be noted. This document was drafted in accordance wich ti.2
editorial 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 document may be 1.2 suuject of
patent rights. ISO shall not be held responsible for identifying any or all such patent rights. Details of
any patent rights identified during the development of the document will be in the Intrcduction 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 conveniri.ze c“users and does not
constitute an endorsement.

For an explanation of the voluntary nature of standards, the mcaning of ISO specific terms and
expressions related to conformity assessment, as well as inform~tio. about ISO's adherence to the
World Trade Organization (WTO) principles in the Technica! Bearriess to Trade (TBT) see www.iso.
org/iso/foreword.html.

This document was prepared by Technical Committee ISO' TC 251 Asset management.

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

The ISO 55000, ISO 55001 and ISO 55002 asset management standards have raised awareness of the
importance of improving alignment between an organization’s financial and non-financial functions,
and this document provides guidance on how to achieve this. ISO 55001:2014, 7.5 d), states that “the
organization shall determine the requirements for alignment of financial and non-financial terminology
relevant to asset management throughout the organization”.

Asused in this document, financial functions refer to processes and activities such as managerial cost n-
and accounting, budgeting, financing and valuation related to the assets. Non-financial function: arc
the complementary processes and activities, for providing a product or service from the assets.

The definition of “asset” in ISO 55000 differs from that of the generally accepted accounting yrinciples
(GAAP) or the International Financial Reporting Standards (IFRS). The term “asset” as primarily
used in this document is defined in ISO 55000 and organizations need to be awar: o1 *his o avoid any
misunderstanding. For the authoritative GAAP or IFRS definitions of asset, refei "o ti.e appropriate
accounting standards, internal policies and experts.

In many organizations, the financial and non-financial functions of asset manage: 1ent are inadequately
aligned. Often the financial accounting functions are predominantly focuced ¢ refrospective reporting
of accounting/regulatory financial activities. However, there is a grow.'ng >ivareness in organizations
of the need to focus on providing a managerial costing approach in >rde - to support decision-making
for the future. At the same time, the non-financial functions are recoguizing the need to improve their
understanding of the financial implications of their activitics. These are examples of initial moves
towards better alignment of the financial and non-financie! functions with the aim of better decision-
making and value realization.

Lack of alignment between financial and non-financi2l 1anctions can be attributed to silos in an
organization, including reporting structures, functional/operational business processes, and related
technical data. The United States Government's “Gevernment Accountability Office interviews with
asset management experts”[23] advises that “... silos are necessary to allow for the required level of
specialization, but if these silos do not cemrn:unicate, inefficiencies and errors in asset management
result” and that “when asset managemeat impiementation fails, it is often because asset management
staff and senior management are not/n ~iignment”.

Alignment needs to work both “vari’cally” and “horizontally”. Vertical alignment means that financial
and non-financial asset-related cirectives by top management are informed by accurate upward
information flows, effectively » nplemented across the appropriate levels of the organization. Horizontal
alignment means that fincaciil and non-financial information that flows between departments
(conducting functions s:ch as operations, engineering, plant maintenance, financial accounting,
financial managem<nt (na risk management) uses the same terminology and refers to the assets
identified in the same “74y.

The aim of tiris aacument is to encourage organizations to support alignment between these asset
managemel.t functions and to provide guidance on how such alignment can be achieved. It also
promotes the venefits that can be achieved for an organization and its stakeholders by having alignment
of th=se 1sset management functions better understood, implemented and improved. This enables an
orgonizac’on’s functional areas to share information and collaborate to achieve its objectives.

Thizrdocument can assist users in applying the concepts of ISO 55000 and the requirements of
[59 55001. It provides additional advice and guidance over and above the explanations outlined in
1SO 55002 on the benefits to be realized for an organization through alignment.

This document can be applied to all types of assets and by all types and sizes of organizations.

It is intended for use by personnel, at all levels in an organization, who are involved in asset
management, including:

— top management and decision-makers, to derive the benefits that are achievable by better alignment
between financial and non-financial functions;
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— those in asset-related multidisciplinary functions who provide information to support decision-
making or rely on the outcomes of those decisions;

— a wide range of personnel, including those who have responsibility for the technical planning,
design, construction, operation, maintenance and performance of the assets and those with financial
responsibilities such as accounting, financial planning, budgeting and financial reporting.

Knowledge and understanding of terminology and common language used by financial and non-
financial functions can facilitate discussion, communication and exchange of information between
these functions. Clause 3 defines relevant terms. Clauses 4 to 9 and related annexes provide a range of
information on financial and non-financial functions in asset management, including information on
asset management accounting principles.

Details concerning other International Standards and materials on asset management can be found on
the ISO website, as well as on the ISO/TC 251 website at: https://committee.iso.org/home/tc25
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Asset management — Guidance on the alighment of
financial and non-financial functions in asset management

1 Scope

This document gives guidelines for the alignment between financial and non-financial cssec
management functions, in order to improve internal control as part of an organization’s manage.» :nt
system. Alignment of these functions will enable the realization of value derivea from the
implementation of asset management detailed within ISO 55000, ISO 55001 and ISO 55002, »a1 “icularly
[SO 55002:2018, Annex F.

The guidance in this document is consistent with the requirements of ISO 5.901 for an asset
management system but does not add new requirements to ISO 55001 or provice interpretations of the
requirements of ISO 55001.

For an example of an organization aligning its asset management functio.:s, si.2 Azinex F.

2 Normative references

The following documents are referred to in the text in such a way that some or all of their content
constitutes requirements of this document. For datec re.=rerces, only the edition cited applies. For
undated references, the latest edition of the referenccd ac cuiient (including any amendments) applies.

ISO 55000, Asset management — Overview, principl‘s and cerminology

3 Terms and definitions
For the purposes of this document, the ter.2< and definitions given in ISO 55000 and the following apply.
ISO and [EC maintain terminologiccl act=vases for use in standardization at the following addresses:

— ISO Online browsing platfc=m. available at https://www.iso.org/obp

— IEC Electropedia: availc Yite ut http://www.electropedia.org/

31

financial accountin

process of recording, .ummarizing and reporting the transactions resulting from an organization's
operations over a neriod of time

Note 1 to ent.v: These transactions are summarized in the preparation of financial statements (including
the balai ce sheet, income statement and cash-flow statement) that communicate the organization’s operating
pefor.raice over a specified period.

3.2
Management accounting
accounting to assist management in the formulation and implementation of an organization’s strategy

Note 1 to entry: Management accounting usually requires partnering across different functions in an organization

for management decision-making, devising planning and performance management systems, and providing
expertise in financial reporting and control.
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