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ACCOUNTING STANDARD
FOR BUSINESS ENTERPRISES.
DISCLOSURE OF RELATED
PARTY RELATIONSHIPS

AND TRANSACTIONS

INTRODUCTION

1. This Standard prescribes 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 consolidation, and
(2) the disclosure of related party transactions in the
financial statements of a parent company which are
provided together with the consolidated 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
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operating policies of an enterprise so as to obtain benefits
from its business activities.

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

(3) “Significant influence” refers to the power to participate
in the financial and operating policy decisions of an
enterprise, but not the governing of those policies. The
principal means of participating in decision making
include: representation on the board of directors or
equivalent governing body; participation in the policy
making process; interchange of managerial personnel; or
causing the other enterprise to become dependent on
technical information of the reporting enterprise.

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

(5) A “subsidiary” refers to an enterprise which is controlled
by a parent company.

(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 enterprise” refers to an enterprise over
which an investor has significant 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, directly or indirectly, 10% or

more of the voting capital of the enterprise.



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

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

enterprise.
RELATED PARTY RELATIONSHIPS

4. If a party has the power to, directly or indirectly, control,
jointly control or exercise significant influence over the
financial and operating pa::ﬂlicyI 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 reporting 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 such
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individuals; and

(5) other enterprises directly controlled by principal
individual investors, or key management 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 relationship 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 certain extent; and

(2) a single customer, supplier or agent with whom an

enterprise transacts a significant volume of business by
virtue only of the resulting economic dependence.

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

as related parties.



