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Management of Related Party Transactions  

 

Article 1： Definition of Related Party 

According to the provisions of International Accounting Standard 24 “Related Party 

Disclosures”, a related party is a person or entity that is related to the entity that is preparing its 

financial statements (in this Standard referred to as the “reporting entity”). 
 (a) A person or a 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; or 

  (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 ventures 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 benefit plan for the benefit of employees of either the 

reporting entity or an entity related to the reporting entity. If the reporting entity is itself 

such a plan, the sponsoring employers are also 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). 

 Close members of the family of a person are those family members who may be expected to 

influence, or be influenced by, that person in their dealings with the entity and include: 

 (a) that person's children and spouse or domestic partner; 

 (b) children of that person's spouse or domestic partner; 

 (c) dependants of that person or that person's spouse or domestic partner. 

 

Article 2： Maintain Unit of Related Parties List 

Accounts Department shall prepare a related parties list, in addition, to regularly evaluate whether 

it has increased or reduced conditions. 

 

Article 3： Transaction Scope 

Transactions between company and related parties shall include the following: 

 I. Sales 

II. Purchases 

III. Asset Transactions and Long-term Investment 

IV. Financing Facilities 

V. Endorsements/ Guarantees 

VI. Other Transactions (such as commission, tech authorization and others) 



 

Article 4： Operating Procedures for Transactions 

 I. Such as for processing sale and purchase orders between the company and related parties, as 

well as handling its receivables and payables, to be handled in accordance with relevant 

internal operating procedures. 

II. Where a company and its related parties enter into inter-company business transactions, the 

company shall definitively stipulate the terms of the price and payment methods. In addition, 

any transaction purpose, price, term, substantive and formally of transaction, and relevant 

handling procedures shall not in highly uncertain or seem less unreasonable in a similar 

transaction or market price.    

III. In case of business needs, the company and its related parties enter into inter-company sale 

and purchase transactions, under a special factor or having excellent conditions that 

difference between general suppliers, may offer an extremely favorable price or payment 

terms in accordance with the covenant. Otherwise, its price and payment terms shall be 

compared with general suppliers. 

IV. In case of the company and its related parties may contribute to inter-company service or 

technical service, both parties shall enter into a contract, such as agreement contents, service 

charges, timing, receipt/ payment terms, after-sales services and others, these shall be 

submitted to the General Manager or Managing Director for an approval, in addition, all the 

clauses of contract are required to be complied with ordinary rules of commercial and 

relevant internal control procedures.   

V. The accounts personnel shall verify the inter-company transactions during the previous 

month by the end of each month, such as purchased, sold, as well as to identify the balance 

of receivables, payables. If having any difference, an analysis of the reason for the difference 

shall be given, in addition, to prepare a reconciliation statement. 

VI. In case of the company and its related parties enter into inter-company asset transactions, 

derivatives transactions, conduct a merger, demerger, acquisition, or transfer of shares, to be 

handled in accordance with the provisions of “Regulations Governing the Acquisition and 

Disposal of Assets by Public Companies” and the own “Procedures for the Acquisition or 

Disposal of Assets” of the company. 

VII. In case of the company and its related parties enter into inter-company endorsements/ 

guarantees, to be handled in accordance with the provisions of “Regulations Governing 

Loaning of Funds and Making of Endorsements/Guarantees by Public Companies” and 

“Procedures for Making of Endorsements and Guarantees” of the company. 

VIII. In case of the company and its related parties enter into inter-company financing facilities, to 

be handled in accordance with the provisions of “Regulations Governing Loaning of Funds 

and Making of Endorsements/Guarantees by Public Companies” and “Procedures for 

Loaning of Funds” of the company. 

IX. In case of the company and its related parties enter into inter-company finance transactions 

and be submitted to the Board of Directors for a resolution, the Board of Directors shall take 

into full consideration each Independent Director’s opinions, and shall include their clearly 

opinions of agree with or object to and the reasons for object in the Board Meeting minutes. 

X. A Director who has a personal interest in the matter under discussion at a meeting, which 

may impair the interest of the company, shall recluse themselves, in addition, shall not vote 

nor exercise the voting right on behalf of another Director. 

XI. In case of the company and its related parties enter into inter-company major transactions, to 



be handled in accordance with the provisions of International Accounting Standard 24; the 

notes of a financial report shall disclose relevant information.   

 

Article 5： These procedures and any amendments hereto, shall be implemented after adoption by the Board 

of Directors. 

 

 


