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1. Disclosure of reimbursement expenses to a related party in light of IAS 24 Related 
Party Disclosures 

 
Enquiry  
 
We are a professional body for regulation and oversight of individual members practicing a 
particular profession. We are seeking your technical advice on following accounting matter: 
 
Guidance on IAS 24  
 
In the Financial Statements for the year 2019, "Reimbursement of Expenses" to the supervisory 
board members of the professional body are considered as a related party transaction and 
therefore, disclosed as per the requirements of IAS 24 Relater Party Disclosures. We understand 
that supervisory board members are related party because they have significant influence over the 
professional body and any kind of transaction with them is to be considered as a related party 
transaction.  
 
Please guide on following matters:  
 
A.  Whether management's assessment and conclusion regarding the recognition of 

membership subscription as income on receipt basis is appropriate as per IFRS 15?  
 

B.  Whether management's assessment and conclusions on the lease-terms under various 
tenancy agreements are appropriate as per IFRS 16? and  

 

C.  Whether management's assessment and conclusion on the disclosure of reimbursement 
of expenses to the supervisory board members in course of official duties is appropriate 
as per IAS 24? 

 
Opinion:  
 
Disclosure of reimbursement of expenses to Board members under IAS 24  
 
The Board considered that a related party is defined in IAS 24 as (relevant portion reproduced only): 
 

“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 of 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……”  
 
IAS 24 defines the term key management personnel as “those persons having authority and 
responsibility for planning, directing and controlling the activities of the entity, directly or indirectly, 
including any director (whether executive or otherwise) of that entity.”  
 
The Board noted that under the statute of the professional body, the supervisory board is 
collectively entrusted with the responsibility of management of the professional body’s affairs, 
including the responsibility for policy-making processes.  
 
An individual supervisory board member is a person having authority and responsibility for 
planning, directing and controlling the activities of the professional body. Therefore, a supervisory 
board member is a related party of the professional body being a member of its key management 
personnel. 
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Paragraph 9 of IAS 24 explains the related party transaction as a transfer of resources, services, 
or obligations between related parties, regardless of whether a price is charged. 
  
Under paragraph 18 of IAS 24, if an entity has related party transactions during the periods it shall 
disclose the nature of the related party relationship as well as information about those transactions 
and outstanding balances, including commitments, necessary for users to understand the potential 
effect of the relationship on the financial statements.  
 
At a minimum, disclosures shall include:  
 
(a) the amount of the transactions; 
 
(b) the amount of outstanding balances, including commitments, and:  
 

i. their terms and conditions, including whether they are secured, and the nature of 
the consideration to be provided in settlement; and  

 
ii. details of any guarantees given or received;  

 
(c)  provisions for doubtful debts related to the amount of outstanding balances; and  
 
(d)  the expense recognised during the period in respect of bad or doubtful debts due from 

related parties. 
 
Further, the Board noted that under paragraph 17 of IAS 24, an entity is required to disclose key 
management personnel compensation in total and for each of the specified categories.  
 
IAS 24 defines compensation as all employee benefits (as defined in IAS 19 Employee Benefits) 
including employee benefits to which IFRS 2 Share-based Payment applies. Employee benefits, 
as defined in IAS 19, are all forms of consideration paid, payable or provided by the entity, or on 
behalf of the entity, in exchange for services rendered to the entity. It also includes such 
consideration paid on behalf of a parent of the entity in respect of the entity. Compensation includes 
 
(a) short-term employee benefits, such as wages, salaries and social security contributions, 

paid annual leave and paid sick leave, profit-sharing and bonuses (if payable within twelve 
months of the end of the period) and non-monetary benefits (such as medical care, 
housing, cars and free or subsidised goods or services) for current employees;  

 
(b) post-employment benefits such as pensions, other retirement benefits, postemployment 

life insurance and post-employment medical care;  
 
(c) other long-term employee benefits, including long-service leave or sabbatical leave, jubilee 

or other long-service benefits, long-term disability benefits and, if they are not payable 
wholly within twelve months after the end of the period, profit-sharing, bonuses and 
deferred compensation;  

 
(d) termination benefits; and  
 
(e) share-based payment.  
 
The Board noted that in the submitted fact pattern i.e., the reimbursement of actual expenses to a 
supervisory board member do not result in the transfer of resources, services or obligations 
between the professional body and the supervisory board member.  
 
Accordingly, the Board understands that reimbursement of actual expenses by a supervisory board 
member also do not fall under the key management personnel compensation as required to be 
disclosed under paragraph 17 of IAS 24.  
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The supervisory board member is merely acting as an intermediary in the settlement of the 
professional body’s expenditure. In substance such transactions are between the professional 
body and the third party service providers.  
 
Further, other entities also reimburse expenditures (related to the official expenditures incurred on 
behalf of the entity) to the director, key management personnel etc. However, such transactions 
are not disclosed in the financial statements of the entities.  
 
Therefore, the Board concluded that, in terms of IAS 24, transactions do not require disclosure in 
financial statements if these reflect:  
 
(a) Payment of expenses by supervisory board members on behalf of the professional body, 

in connection with their official duties; and  
 
(b) Reimbursement of these amounts by the professional body to the supervisory board 

members.  
 

(February 12, 2020) 


