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Abstract

Purpose - The purpose of this study is to examine the process of determining control in a situation
where investors hold less than a majority of the voting rights of the investee through case.
Design/methodology/approach - In this study, the various and complex considerations presented in
K-IFRS 1110 ‘Consolidated Financial Statements’ were systematically classified and stratified.
Findings - First, the agreement to delegate voting rights does not necessarily have to be documented,
but it can be said to be substantive rights right only if it is not of the nature that one party can
discontinue at any time. Second, if it is clear that investors do not have power due to the relative
size of voting rights and the degree of stock dispersion, there is no need to review the past
shareholders' meeting resolutions and additional facts and circumstances.

Research implications or Originality - This study expects to minimize errors in applying the
standards by classifying and stratifying the various considerations presented in K-IFRS 1110 into
first and subsequent considerations. In addition, it is expected to contribute to reducing practical
confusion in determining control by presenting a step-by-step review through case on whether or not
to have power to judge control when holding voting rights of less than a majority.
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3) 2.5.150.60. If shareholders’ agreement has a fixed duration, then depending on the facts and circumstances, it
might be appropriate to conclude that the agreement covers too short a period to have any real impact on the
power to direct the relevant activities. Although a shareholders’ agreement will generally be in writing, this is not
a requirement of the Standards, An oral shareholders’ agreement may be as important as a written agreement in
assessing control,

4) 2.5.150. Rights arising from other contractual arrangements
Example 11A-Power-Shareholder agreement(1)
2.5.150.20. Company E owns 60% of the voting power in Company G, and Company F owns the other 40%. E
therefore appears to have power over the relevant activities of G,
2.5.150.30. However, E has entered into an agreement with F such that E defers to the wishes of F with respect
to voting. E has done this because it has no expertise in the area of G’s operations, Therefore, taking into account
the contractual arrangement between the parties, F concludes that it has power over the relevant activities of G.
2.5.150.50. Continuing Example 11A, assume that Company E can discontinue the agreement at any time without
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penalty. In that case, E cocludes that it has power over the relevant activities of Company G, because it can step
in and exercise its rights at any time.
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