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Appendix 

 

DEFINITIONS OF RELATED PARTIES AND TRANSACTIONS WITH RELATED PARTIES 

AND FUNCTIONAL DEFINITIONS ACCORDING TO INTERNATIONAL ACCOUNTING PRINCIPLES 

 

1. Definitions of related parties and transactions with related parties according to international 

accounting principles 

 

For the purposes of Article 3, subsection 1, paragraph a) of this Regulation, the following 

definitions contained in the international accounting principles, shall apply: 

 

Related parties 

 

A related party is a person or entity that is related to the entity that is preparing its financial 

statements (“reporting entity”). 

 

(a)  A person or close member of that person’s family is related to a reporting entity if that 

person: 

(i)  has control or joint control over the reporting entity; 

(ii)  has significant influence over the reporting entity;  

(iii) is a member of the key management personnel of the reporting entity or of a parent of 

the reporting entity.  

 

(b)  An entity is related to a reporting entity if any of the following conditions applies: 

(i)  the entity and the reporting entity are members of the same group (which means that 

each parent, subsidiary and fellow subsidiary is related to the others); 

(ii)  one entity is an associate or joint venture of the other entity (or an associate or joint 

venture of a member of a group of which the other entity is a member); 

(iii) both entities are joint venture of the same third party; 

(iv) one entity is a joint venture of a third entity and the other entity is an associate of the 

third entity; 

(v) the entity is a post-employment defined benefit plan for the benefit of employees of 

either the reporting entity or an entity related to the reporting entity; 

(vi) the entity is controlled or jointly controlled by a person identified in (a); 

(vii) a person identified in (a)(i) has significant influence over the entity or is a member of 

the key management personnel of the entity (or of a parent of the entity) [IAS 24, 

paragraph 9]. 

 

In the definition of related party, an associate includes the subsidiaries of the associate and a 

joint venture includes the subsidiaries of the joint venture. Therefore, for example, a subsidiary 

of an associate and the investor that has significant influence over the associate are related to 

each other [IAS 24, paragraph 12]. 
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Transactions with related parties 

 

A related party transaction is a transfer of resources, services or obligations between related 
parties, regardless of whether a price is charged [IAS 24, paragraph 9]

57
.  

 

 

2. Functional definitions to those of "related parties" and "transactions with related parties" 

according to international accounting principles 

 

The notions of "control", "joint control", "significant influence", are defined in IFRS 10, IFRS 

11 (Joint arrangements) and in IAS 28 (Investments in associates and joint ventures) and are used 

with the meanings specified in those IFRS [IAS 24, paragraph 9].  

 

 

Key management personnel 

 

Key management personnel are those persons who have the power and responsibility, directly or 

indirectly, for planning, directing and controlling activities of the company, including directors 

(whether executive or otherwise) of the company [IAS 24, paragraph ].  

 

 

 

Close relatives 

 

Close relatives of an individual are those family members who may be expected to influence or be 

influenced by, that individual in their dealings with the company, and include:  

(a)  the individual’s children and spouse or domestic partner; 

(b) children of the individual’s spouse or domestic partner;  

(c) dependants of the individual or the individual’s domestic partner [IAS 24, 

paragraph 9]. 
 

 

3. Principles of interpretation of the definitions 

 

3.1  In considering each possible related party relationship, attention is directed to the substance 

of the relationship and not merely its legal form [IAS 24, paragraph 10]. 

 

3.2 The interpretation of the definitions above is accomplished by referring to the set of 

international accounting standards adopted by the procedure laid down in Article 6 of 

Regulation (EC) No. 1606/2002. 

                                                 
57  These transactions include:  

-  mergers, demergers by incorporation or non-proportional demergers in the strictest sense, if carried out with related 

parties;  

-  decisions regarding the assignment of remunerations and financial benefits, in any form whatsoever, to the members 

of management and control bodies and of key management personnel. 
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