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M. ERA

ACCOUNTING STANDARD FOR BUSINESS ENTERPRIS-
ES: DISCLOSURE OF RELATED PARTY RELATIONSHIPS
AND TRANSACTIONS

INTRODUCTION

# # # #1. This Standard prescrihes the disclosures for related party relationships and
related party transactions.

2. This Standard does not require:

(1) the disclosure in consolidated financial statements of transactions between members
of the group included in the consclidation, and

(2) the disclosure of relared party transactions in the financial statements of a parent

company which are provided together with the consclidated financial statements.

DEFINITIONS

3. The following terms used in this Standard are defined as:

(1) “Control” refers to the power to govern the financial and operating policies of an
enterprise so as to cbtain henefits from its business activities.

(2) “Joint control” refers to the contractually agreed sharing of control over an eco-
nomic activity.

(3) “Significant influence” refers to the power to participate in the financial and oper-
ating policy decisions of an enterprise, hut not the governing of those policies. The principal
means of participating in decision making include: representation on the board of directors or
equivalent governing hody; participation in the policy making process: interchange of man-
agerial personnel; or causing the other enterprise to become dependent on technical informa-
ticn of the reporting enterprise.

(4) A “parent company” refers to an enterprise which has direct or indirect onrrol
over other enterprise (s).

(5} A “subsidiary” refers to an enterprise which is controlled by a parent company-
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(6) A “joint venture” refers to an enterprise the business activities of which are, as
contractually agreed, jointly controlled by two or more investing parties.

{7) An “associated entetptise” refers to an enterprise over which an investor has sig-
nificant influence and which is neither a subsidiary nor a joint venture of that investor.

(8) A “principal individual investor” refers to an individual investor who controls, di-
rectly or indirecily, 10% or more of the voting capital of the enterprise.

(9) “Key management personnel” refers to those personnel who have the authority and
responsibility for planning, directing and controlling the activities of the enterprise.

(10) “Close family memhers” of an individual refers to those family members who may
influence, or be influenced by, that individual in dealing with transactions with the enter-

prise.

RELATED PARTY RELATIONSHIPS

4. If a party has the power to, directly or indirectly, control, jointly control or exer-
cise significant influence over the financial and operating policy decisions of another party,
they are regarded as related parties under this Standard. If two or more parties are subject to
control from the same party, they are also regarded as related parties under this Standard.

5. The related party relationships dealt with by this Standard principally refer to:

(1) enterprises that, directly or indirectly, control, or are controlled by, the report-
ing enterprise; and two or more enterprises subject to control from the same enterprise
({such as parent companies, subsidiaries and fellow subsidiaries});

(2) joint ventures;

(3) associated enterprises;

(4) principal individual investors, key management personnel, or the close family
members of suchindividuals; and

(5) other enterprises direcily controlled by principal individual investots, or key man-
agement personnel, or the close family members of such individuals.

6. This Standard does not regard the following to be related parties:

(1) providers of finance, public utilities, government departments and agencies which
only have normal dealings with an enterprise and which have no other related party relation-
ship with the enterprise, although they may participate in the financial and operating policy
decisions of the enterprise, or circumscribe the freedom of action of the enterprise to a cer-

tain extent; and
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(2) a single customer, supplier or agent with whom an enterprise transacts a signifi-

cant volume of business by virtue only of the lting economic depend

7. State ~ controlled enterprises should not be regarded as related parties simply because
they are subject to contrgl from the State. However, where relationships referred to in
paragraphs 5 (1) to (3) exist between these enterprises, or where they are directly con-
trolled by the same key management personnel or their close family members in accordance

with paragrapb5 (5}, they should be regarded as related parties.

RELATED PARTY TRANSACTIONS

8. A related party transaction is an event whereby a transfer of resources or obligations
takes place between related parties, regardless of whether a price is charged. The following
are examples of related party transactions:

(1) purchases or sales of trading goods;

(2) purchases or sales of assets other than trading goods;

(3) rendering or receiving of services;

(4) agency arrangements;

(5) leasing arrangements;

(6
kind) ;

{7) guarantees and collaterals;

e

provision of finance (including loans or equity contrihutions, made in cash or in

{8) management contracts;
(9) transfer of research and development;
(10) licence agreements: and

{11) emoluments for key management personnel.

DISCLOSURES

9. Where a control relationship exists between related parties which are enterprises,
the {ollowing matters should be disclosed in the notes to the financial statements, irrespec-
tive of whether there have been transactions between them:

(1) the natute or type of business entity , the name, the legal representative and the
place of registration of the related enterprise, and its registered capital and changes therein;

(2) the principal business of the related enterprise; and

{3) the propottion of sbares or equity interest held and changes therein,
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10. Where there have been transactions between an enterprise and its related parties,
the reporting enterprise should disclose the nature of the related party relationships, the
types of transactions and the essential elements of she transactions in the notes to the finan-
cial statements. Such essential elements generally include:

(1) the amounts of the transactions, or the appropriate proportions;

(2) the amounts of cutstanding items, or the appropriate proportions; and

(3) pricing policies {including those transactions where no amount or only nominal
amounts have been charged).

11. Related party transactions should be disclosed according to the related parties and
the types of the transactions involved; related perty transactions of the same type may be
disclosed in aggregate when this does not affect the readers’ proper understanding of the fi-

nancial statements.

SUPPLEMENTARY PROVISIONS
12. The Ministry of Finance is responsible for the interpretation of this Standard.
13. This Standard becomes operative as from 1]anuary 1997,




B0 EMmEL

(kS HEN—RBEARARERTGHER) AR T XK XRRETENS
THRAERE S, UM AR T RIMEEMETR, MER eI R RSN
FERBATEENE.

—. FRENHNEREX

KPR ERANTHLRFEHH LR L EMEREENIR. N TEDTHEDT
REFEFMRIRAL Y L RGE R RSB IR R A FEH, Ml EEaE
SA-RRERAEMARYNNE, ARTAE, BULLELRERE, NASHE, X
FFmTH, #H— R ESREETSFEERNSRER, RRFGTARAM, %/ —
FAFEHNAERTARAZME, RESESEHEZFENE T ZEFRAL T KB, B
Bk, Fliol 5HMAA4- & (BERMTA) 28, E-rR T A ERed
HELE., WERFLRAEREMHH, BTN ELARES: RE - hERNE
il Z W, FREFRET.

KRBT HH, i AR 3 5 B0 B — AT 4 R A P R R R MR A A
HhEW, B EEERRY A ENT. SEWOE b, B, LU RTaEmIE T
EAFHH LML HECSEETHE A REN N, UERHRRNRIEERE
&, RECBRFFATEMFETE ., BLER, TTWARS, XEFLAEH T2
ELXBEZ @KL, WL, RRFEGTRAEELEER KRG THEFZERSN
BRIACE, XBEHZC 5 folk g9 %5 R 2 8 B R e R, RIS R R
FHA o RO E, R 2 FMERRERLSE, WA LR FRENE
BRRFEE BN, UXFEAMEL, A TR E LB m 4Rl A A,



F—8 XBRTRRARRATHHBEEHL -9 -

B, FARAESARAKMA-KFLAN, TEIHSR-—RBRAEHXE, HHH
—FAALE SHARA KR, T, RRCLTHRE RS e RS Eam
BFERE RT3, i, BAATUKATAASFLVRMTFRES, UBRE
2.

B EAARTUE Y, EAEBRKTERREXAMTRRHEEHRER
B, WEFRLRAERETRARELARAL LAY FRENSERR, BRTE
LFEETAEES. Bt WEREFIRHLWZHRNET, Ko, HEEL
BERHTHLNENRERTRBY, SLEFHXRFXARAZSEDITATH
w, HEAPRSRYU NIRRT HRRE KR EHTH. BN, AFESRERRT R
RERZE, THRELHRENABELTRE, FAXTR, TAETRARM,

RTHRBN XRAREZANESE, ER2HERRNESA RO, |
FRetuEmif. . %, B, . ASERSREIMBRERE T EITHEN, &
ERET X RFRAZEWHE . REEFSITHERIN 2T EBRER AW L BLX
HAE, HERERE. ERTHMETER, W (RRRITSXAHEETRH) 5t
ER AR MEERENATRERBE I RARATEREL TRARHNRE . HRME
BN, 2WHEXETXFREZANEE, B THEREHREHEIMRE
B, REEEHRBSE, WHMRAPEFERME. MR Rl s RE N2
ERRATEENRTE L,

B, BUMEAISHEEMESERRETRERE. 2 EARNEIEER
MFRESTHRMEARENTRE, 2UHERNALSE, ERERISIHEEHEA
ERTERAFEIM SRR, SERRMAS KR, HRPRREE. FRA. BE
HRFENMRASERRR ., RERXRHAITRE; Ao, BEREWIIESTHE
SR I AT O B B

LI H A ENTREER RN SRR RN ITR. MER. BARRE, —
SdBhTHALRFESER, RATHATSEHSE LR, NUTRAEM, &
AR S RERBBREE, RAVSREPLSERLR, MAXBRTREREZEET
BZ—, EFFEXBEIXZMHAT, EUEREZTEHN, AR EHHMEY
R, “BMALEAERTHNTHINZAEAR. SRENZAEFEMTHY. H
B, FAREN ZENEMARE RN EN LERAREERNZS, WALTFES. &l
XSMRELAINE 5 G — RO Y RE A AT R BA by, BETERBI XA, X
B ZHMERTREARETEA TR L, HAXEFZEZRN, FHERS
. HeWHERNENE, TARKU RS TARALE. ERERELT, %
By 2 EE T BE 22 B T LUk IR B e B . WU X B RER TG E




© 10 - R ATHEN——RB Y R R R H AR BR R 4 T - R E

i LETY, ERXBETRANEBMEGHY, EAERETREMERRE, TH
WA A RBER L ENZ R ERNER, B, WEBHFZENRIUER, FHTFT
BEBH LT HW LR, L3RBT R R, TUE - SRE LSRR
Tz s, Aft—FEERIE RRERIRIE.

Rk, HENBEAT ISR S HE, HIERSERARMTHANEE, RER
H (RLAFBBEITAM . SRS RR ShE A R RIE) HUE, folh 5K
Al 2 RIS S A, LB MRS 2 A S TR RO R H A AR, BAL R
RS ALz BE & RO E X, B, W RRe, BE
PIRAAETREEE", HHMETARELUHTES, SRRERRIREERE
Rl R P SR L 2 A2 5, RN SRR A2 B A SR LA I T AR BR Y
HUE, AR IEREE ok 2 IR R IR E R B

S B S EREE L ARBTRAE, REERRNREMROESREETE
AR AR . BA EBUF MY R LM SITHE THEMERE, R EE L
ANEBHEEESEE, UESHHIEAEZRLEREEANNSERL, EiF
EZ BRI B E A B B E SRR M ER, TRERMEFRBELER
AEREMBRESR, UEEMEYTE, BXEAARZHSBHIBOHEEH L
£, BEREWAFREE—ST R, HABELGFEEARE, REQHNT %
EERRE, WEMNEANBEENERTEGE SRR, FRTREHTREEN
BETEERHOL, BLERB MR A i, EEXBTNEXRRES, FHREME
R, AT TREE AR WERHR AR, B E R BSOR AR A EEN & X

BIK, R B4 R T B e 7 e S,  AIRMHESTRAB R L RN
TREFWER ., WrEREFEERITRUEE LTARASETIOERMTY, B
REERTHOE SRR, M2 ERMARMERORAERR, MBI XAR
HuHE s ies, Wik ki AR R SRS, SR RREROR R T
REFHER K,

B, #UGEAER P RESEHESFRAME. MR iENERaUEYRR
—HEFEFRHMRB XA RIS HPEFRY T AR AR ER, REH 2
AR TEHEN, FHTFREEENRFEHNEELER LY 2 SHENE
R

=. #ENIEREE

(i db 23 e —— GO R A HZ BT IR, BN THA e LRRTMER
Wik, B2, BigLbTARNGg. EESBUT - EHE.

w



B—% XBHFXERHAZSEHHBEE - 11 -

B, EATMEH A F R EROERAN FHRA,LF AN, MEREN S
EXMHEFMESFTENH SRR, EHATMRTENMRA, PRGN S#
EEEEN LR RRRAZSEHBERC I MY, L7 SHMGELARR, 8
BEAE, HLBWA, 2HEEMEE, BERELSEBEWHANBTEE RIEE.
B & B AEER TRERNXE, LHATRENSIHIRER, €319
BRERFREVF RS REGER, HEEENRRE, RN ERRME
RERE, FHTRHET B LA AEEGI S REMSERR, MBI EHAFH
RXBFEHRBBEFE S EHRE KERHFOF R, R0 LREERFFHERES
BRI, #ER, AEREHHRRIT 2K BREH,

K, HTHEEHIGRENSTHEROWE, £, RE ST
BEREAMER A RARKTAELERKROGAE, AEBGER, ZUPFRT —
&%%ﬁﬁﬁ%§ﬁ,m(&%ﬁﬁﬁiﬁ%ﬂﬂﬁ%ﬂ)*Mtﬁﬁﬁﬁﬁﬁﬁiﬁ
B, AFER, BHUEHEIAANE ., FEl AR, “An REXEA—
WRIRN" & (AFRTREAFFREROATSRARNSE S FRREHN
AR PR, ELTREMEPEBOXBELNEAE. XRELH AR,
Frs, EELERE RN ARERERE LG EREHHE". ATEINRX
B9 XBORR, T RRR B AR U KRR SN AR AR AR F
A E 20% L LR EAME A RSERE" F, FL L, EEREHXRR BAFE
SRIET HRBEHFREZSOHMER, FEUNEE LTFAFRST, FERERHE LT
AFITHHER, WETEFREMERTHEFEARE.

R, SR RNl FRERGERDE R, £RE, MHEHTHNE—F
KR, U ANEEALTY, FECLEAESMNREHFERX b, R#EEENE
W A RNER, EhAANGE SR UAEAERRIRRRRTREAE. FE
WEEEHARNRT, FHTEALTAESERMREEGFELR EiidliEE
Ei:4:3 K T 48

BE, LiAdNe i EERMEE, BTHRGT. REWHLE, RERER LN
ARMSHER TSN T, Aol XERMNRENETEDR B, MEBix
AREZZHEBAE BN EREE, HROTFENEET —RHEME,

Bb, EUEEEHARRT, BFEDERTENARTHLREES RS
Ff R RENREE RN ERER,




