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INFOPAGE 

To: Chief Executive Officers From: Tony Brown, 
Executive Manager Governance 
And Organisational Services 

Organisation: All Local Governments Date: 22 June 2017 

Reference: Priority: High 

Subject: Related Party Disclosures AASB 124 

Local Governments are required to disclose related party transactions in annual financial reports in 2017. 

Changes to accounting standards mean certain transactions of Key Management Personnel (effectively all 
senior management and Councillors) will need to be detailed separately in the annual financial report for the 
year ended 30 June 2017. 

This will have significant impact on both the disclosures within the financial report as well as the mechanisms 
in place to ensure related parties are properly identified and the necessary data collected. 

What needs to be disclosed? 

All related party transactions during the periods covered by the annual financial report. 

This includes: 

 the nature of the related party relationship; and

 information about those transactions and outstanding balances.

Examples include: 

a) purchases or sales of goods (finished or unfinished);
b) purchases or sales of property and other assets;
c) rendering or receiving of services; and
d) leases.

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.

IN BRIEF: 

Operational Area: Finance & Governance 

Key Issues:  Related Party Disclosures need to be made for the year ending 30 June 2017

Action Required: Ensure related party disclosures are made in accordance with the accounting standards 
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Who is a Related Party? 
 
Essentially for local government it will relate to those defined as Key Management Personnel (KMP). 
 
KMP include all senior management, Councillors and their close family members or even wider if there is a 
strong personal connection. 
 
Responsibility 
 
It also needs to be remembered this differs from the primary/annual return disclosure requirements.   
 
Those are the responsibility of the individuals concerned whereas financial statements disclosures are, 
required by the Act and regulations as the responsibility of management (and ultimately the CEO). 
 
Further information 
 
The Department of Local Government have produced a circular which is available here: 
https://www.dlgc.wa.gov.au/Publications/Pages/Circular-07-2017.aspx 
 
Further, WALGA has been working with Moore Stephens who have prepared the attached Guidance Note 
and are available to assist Local Governments with presentations and forums. 
 
If your Local Government is interested in contracting Moore Stephens for a presentation please contact David 
Tomasi on (08) 9225 5355. 
 

https://www.dlgc.wa.gov.au/Publications/Pages/Circular-07-2017.aspx
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GUIDANCE NOTE 31 31 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

AASB 2015-6 

This Standard was issued in March 2015 and extends the Scope of AASB 124 Related Party Disclosures to 

include application by not-for-profit entities. 

Operative Date for Local Government: 1 July 2016 (effectively for the year ended 30 June 2017). 

Comparatives: No comparatives will be required to be presented in the period of initial implementation. 

AASB 124 

SUMMARY 

APPLICATION AND SCOPE 

AASB 124.2 

This standard is applied in: 

 Identifying related party transactions and relationships; 

 Identifying outstanding balances including commitments between an entity and its related parties; 

 Identifying circumstances in which disclosure of the above items are required; 

 Determining the disclosures to be made about those items. 

PURPOSE OF RELATED PARTY DISCLOSURES  

AASB 124.5 TO 124.8 

Knowledge of related party transactions, outstanding balances and relationships is important to understanding 

and assessing an entity’s operations. 

DEFINITIONS 

AASB 124.9 TO 124.12 

Definitions include related party, compensation, control, key management personnel, director and 

remuneration as well as some explanations and clarifications. 

DISCLOSURE  

AASB 124.13 TO 124.27 

Includes: 

 Relationships between parents and subsidiaries of the entity, regardless of whether there have been 

any transactions between the related parties (may be applicable to local government under new 

legislation); 

 Information about key management personnel compensation in total and for certain categories; 

 Certain information about transactions between related parties and any outstanding balances at 

reporting date for each type of related party; and 

 Information about government-related entities. 

ILLUSTRATIVE EXAMPLES 

Includes illustrative examples – one specifically relating to a Councillor of a local government. 
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GUIDANCE NOTE 31 31 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

DISCLOSURES 

KEY REQUIREMENTS OF AASB 124 

AASB 124.17 

A local government shall disclose key management personnel compensation in total and for each of the 

following categories: 

a) Short-term employee benefits; 

b) Post-employment benefits; 

c) Other long-term benefits; 

d) Termination benefits; and 

e) Share-based payment. 

AASB 124.18 

If the local government has had related party transactions during the periods covered by the financial 

statements, 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. These disclosure requirements are in addition 

to those in paragraph 17. 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. 

AASB 124.18A 

Amounts incurred by the local government for the provision of key management personnel services that are 

provided by a separate management entity shall be disclosed. 

AASB 124.19 

The disclosures required by paragraph 18 should be made separately for each of the following categories: 

a) The parent; 

b) Entities with joint control or significant influence over the entity; 

c) Subsidiaries; 

d) Associates; 

e) Joint ventures in which the entity is a venturer; 

f) Key management personnel of the entity or its parent; and 

g) Other related parties. 
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SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

DISCLOSURES (CONTINUED) 

AASB 124.21 

The following are examples of transactions that are disclosed if they are with a related party: 

a) purchases or sales of goods (finished or unfinished);

b) purchases or sales of property and other assets;

c) rendering or receiving of services; and

d) leases.

AASB 124.23 

Disclosures that related party transactions were made on terms equivalent to those that prevail in arm’s length 

transactions are made only if such terms can be substantiated. 

AASB 124.24 

Items of a similar nature may be disclosed in aggregate except when separate disclosure is necessary for an 

understanding of the effects of related party transactions on the financial statements of the local government. 

RELEVANT DEFINITIONS 

AASB 124.9 

Related Party:  

A person or entity that is related to the local government that is preparing its financial statements. 

A person or a close member of that person’s family is related if that person: 

i. (not applicable to local government);

ii. Has significant influence over the reporting entity; or

iii. Is a member of the key management personnel of the reporting entity.

An entity is related 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) - may be applicable; or

ii. A person …. is a member of the key management personnel of the entity.

Note: Many of the other conditions listed in this paragraph do not apply and we have chosen, for the sake 

of clarity, not to list them here. 

Related Party Transaction: 

A transfer of resources, services or obligations between a reporting entity and a related party, regardless of 

whether a price is charged. 



 

 
© Moore Stephens (WA) Pty Ltd  I  4 

 

GUIDANCE NOTE 31 31 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

RELEVANT DEFINITIONS (CONTINUED) 

Close Members of the Family of a Person: 

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; and 

c) Dependants of that person or that person’s spouse or domestic partner. 

Compensation 

Includes all employee benefits – refer to content of AASA 124.9 for specific details. 

Key Management Personnel 

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. 

In the case of local government will include all Councillors and Senior Staff. 

Senior Staff would include the CEO, deputy CEO and any staff member at a Director or Executive Manager 

level. 

In the case of rural/regional local governments, there would also be the need to include the works supervisor, 

health inspector, planning officer where they have direct responsibility for an operational area of local 

government. 

SUBSTANCE OVER FORM 

AASB 124.10 

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

relationship and not merely the legal form. 

CLARIFICATIONS 

AASB 124.11 

In the context of AASB 124, the following are not related parties: 

a) Two entities simply because they have a member of key management personnel in common or 

because a member of key management personnel of one entity has significant influence over the other 

entity. 

b) Two joint ventures simply because they share joint control over a joint venture. 

i. providers of finance, 

ii. trade unions, 

iii. public utilities, and 

iv. departments and agencies of a government that does not control, jointly control or significantly 

influence the local government. 

v. simply by virtue of their normal dealings with the local government (even though they may affect 

the freedom of action of a local government or participate in its decision-making process). 

c) A customer, supplier, franchisor, distributor or general agent with whom the local government 

transacts a significant volume of business. 
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GUIDANCE NOTE 31 31 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

EXAMPLE DISCLOSURE 

NOTE: Such disclosure is not required until the year ended 30 June 2017. The City/Town/Shire of 

Somewhere model will be adjusted to incorporate the disclosure requirements of AASB 124 at that time.  

The purpose of this example disclosure is to provide information and guidance with respect to upcoming 

requirements.  

They are in addition to existing disclosure requirements which will be adjusted at the time. 

For example, if material, certain disclosures relating to sales of goods, assets etc are already made elsewhere 

in the financial report and can easily be expanded to include a line item for related parties. 

We have also only provided examples of those relating to local government with a comment on their 

likelihood.  

Please see pages 6 and 7 for example disclosure. 
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GUIDANCE NOTE 31 
31 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

EXAMPLE DISCLOSURE 

 Key Management Personnel Compensation Disclosure 

The totals of remuneration paid to KMP of the City/Town/Shire during the year are as follows: 

  2017  2016 

  $  $ 

AASB 124.17(a) Short-term employee benefits AAA  EEE 

AASB 124.17(b) Post-employment benefits BBB  FFF 

AASB 124.17(c) Other long-term benefits CCC  GGG 

AASB 124.17(d) Termination benefits DDD  HHH 

 Total KMP compensation ZZZ  XXX 

     

 
Short-term employee benefits 

These amounts include all salary, paid leave benefits, fringe benefits and cash bonuses awarded to KMP. 

Details in respect to fees and benefits paid to Councilors may be found at Note XX. 

Post-employment benefits 

These amounts are the current-year’s estimated cost of providing for the City/Town/Shire’s 
superannuation contributions made during the year. 

Other long-term benefits 

These amounts represent long service benefits accruing during the year. 

Termination benefits 

These amounts represent termination benefits paid to KMP (Note: may or may not be applicable in any 
given year). 
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GUIDANCE NOTE 31 31 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

EXAMPLE DISCLOSURE (CONTINUED) 

 Related Party Transactions Detail Disclosure 

Related Parties 

   

 

 

 

AASB 124.9, 18 

 

 

 

AASB 124.9, 18 

 

 

 

 

AASB 124.9, 18 

The City/Town/Shire’s main related parties are as follows: 

i. Key management personnel: 

Any person(s) having authority and responsibility for planning, directing and controlling the 
activities of the entity, directly or indirectly, including any Councilor, are considered key 
management personnel. 

ii. Entities subject to significant influence by the City/Town/Shire 

An entity that has the power to participate in the financial and operating policy decisions of an 
entity, but does not have control over those policies, is an entity which holds significant 
influence. Significant influence may be gained by share ownership, statute or agreement. 

For details of interests held in associated entities, refer to Note X. 

iii. Joint venture entities accounted for under the equity method: 

The Group has a 50% interest in Somewhere Regional Council. The interest in the joint venture 
entity is accounted for in these financial statements using the equity method of accounting. 
For details of interests held in joint venture entities, refer to Note YY. 

 
AASB 124.23 

Transactions with related parties: 

Transactions between related parties are on normal commercial terms and conditions no more 
favourable than those available to other parties unless otherwise stated. 

The following transactions occurred with related parties: 

    2017 

   $ 

 Associated companies/individuals: 

Sale of goods and services 

Purchase of goods and services 

Likely 

Likely 

 

AASB 124.18(a), 
19(e), 21(g) 

Joint venture entities: 

Distributions received from joint venture entities Possible 

 

 

AASB 124.19(d), 
21(g) 

 

AASB 124.19(f) 

Amounts outstanding from related parties: 

Trade and other receivables Possible 

Loans to associated entities Possible but highly unlikely 

Loans to key management personnel Possible but highly unlikely 

 Note: If loans of this nature are provided, then details 
relating to terms and conditions should be disclosed in 
narrative form. 

 

 

 

AASB 124.19(d), 
21(g) 

Amounts payable to related parties: 

Trade and other payables: 

Loans from associated entities Possible  
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GUIDANCE NOTE 31 31 

 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

IMPLEMENTATION GUIDANCE 

Implementation and guidance applying to public sector entities (ie local government) forms an integral part of 

AASB 124. 

Some key paragraphs to assist with interpretation have been extended and are detailed (unaltered) as follows: 

KEY MANAGEMENT PERSONNEL 

AASB 2015-6. IG 3 

Paragraph 9 of the Standard defines key management personnel as being 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 the entity. In a public sector context, entities should consider 

the facts and circumstances in assessing whether a person is a member of the key management personnel, as 

defined, of the entity. For example, the facts and circumstances may reflect that not all persons described as 

‘senior executive staff’ or ‘Secretary’ or ‘Minister’ may be key management personnel of the entity. Similarly, 

in relation to a not-for-profit public sector entity, the facts and circumstances may reflect that a person’s 

powers do not give rise to a capacity to direct or control the activities of an entity, where the powers are only 

ceremonial or procedural in substance. 

RELATED PARTY TRANSACTIONS  

AASB 2015-6. IG 9 

Paragraph 18 of the Standard requires an entity to disclose information about transactions that have occurred 

between the entity and its related parties, including transactions between the entity and its key management 

personnel or key management personnel of the entity’s parent, that is necessary for users to understand the 

potential effect of the relationship on the financial statements. 

AASB 2015-6. IG 10 

Ministers, councillors and other senior public servants may qualify as a related party of a public sector entity 

under one or more of the criteria set down in paragraph 9(a) of the definition of ‘related party’ in AASB 124. 

For example, a Minister who is a member of the key management personnel of his government is, under the 

definition of ‘related party’, a related party not only of the government but also of each controlled entity of 

that government. In such instances, the Standard requires the controlled government entity to disclose related 

party transactions with that Minister, whether or not the Minister has responsibility for the entity. 

AASB 2015-6. IG 11 

A related party transaction is a transfer of resources, services or obligations between an entity and its related 

party, regardless of whether a price is charged.  In the not-for-profit public sector, many entities are likely to 

engage frequently with persons who are a related party of that entity in the course of delivering the entity’s 

public service objectives, including the raising of funds (for example, rates and taxes) to meet those objectives.  

These related party transactions often occur on terms and conditions no different to those applying to the 

general public (for example, the Medicare rebate or public school fees).  A not-for-profit public section entity 

may determine that information about related party transactions occurring during the course of delivering its 

public service objectives and which occur on no different terms to that of the general public is not material for 

disclosure in its general purpose financial statements is included in AASA 101 “Presentation of Financial 
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GUIDANCE NOTE 31 31 

Statements and AASA 108 “Accounting Policies, Changes in Accounting Estimates and Errors.  The factors 

described in paragraph 27 of the Standard may also assist an entity in making this determination. 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

IMPLEMENTATION GUIDANCE (CONTINUED) 

AASB 2015-6. IG 12 

Examples 7-8 describe different types of related party transactions that may occur between not-for-profit 

public sector entities and their related parties. 

Example 7 

Councillor P is a member of the key management personnel of the LMN local government (the Council). The 

Council’s functions include raising revenue to fund its functions and activities, and planning for and providing 

services and facilities (including infrastructure) for the local community. In carrying out its functions, the 

Council undertakes a wide range of activities including the imposition of rates and charges upon constituents, 

and the provision without charge of services such as parks and roads.  

Councillor P is a ratepayer residing within the Council’s constituency. As such, he takes advantage of the 

availability of free public access to local parks and libraries. Councillor P also used the swimming pool at the 

Council’s Recreation Centre twice during the financial year, paying the casual entry fee applicable to the 

general public each time. The recreation centre has approximately 20,000 visitors each financial year.  

All of the transactions described above between the Council and Councillor P are related party transactions of 

the Council and are considered for disclosure in the Council’s general purpose financial statements. Based on 

the facts and circumstances described, the Council may determine that these transactions are unlikely to 

influence the decisions that users of the Council’s financial statements make having regard to both the extent 

of the transactions, and that the transactions have occurred between the Council and Councillor P within a 

public service provider/taxpayer relationship.  

Note: Example 8 was not included as it does not relate to local government. 
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GUIDANCE NOTE 31 31 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

BASIS FOR CONCLUSIONS 

Whilst not forming part of the standard, the AASB has provided explanations in respect to their conclusions.  

We have extracted (unaltered) some key bases (as they relate to local government). 

DEFINITION OF KEY MANAGEMENT PERSONNEL 

AASB 2015-6. BC 8 

The Board considered whether an amendment of the definition of key management personnel for the not-

for-profit public sector would be necessary to facilitate a decision to remove the not-for-profit public sector 

exemption from AASB 124, but decided that the present definition was suitable. The AASB noted that, in a 

public sector context, entities should consider the facts and circumstances in assessing whether a person is a 

member of the key management personnel, as defined, of the entity.  

AASB 2015-6. BC 9 

The Board considered that normally, the determination of key management personnel will be similar for 

entities in the public sector or the private sector. For example, a not-for-profit public sector entity will need 

to determine whether all, or only certain, of its senior executive service employees meet the definition of key 

management personnel. However, the Board acknowledged constituents’ concerns that the determination of 

key management personnel may not be straightforward in the not-for-profit public sector given ministerial 

type roles. The Board noted that it does not regard a Minister to always be a member of the key management 

personnel of a not-for profit public sector entity or of a for-profit public sector entity; rather, this is dependent 

on the particular circumstances of the jurisdiction and of the entity. Accordingly, the Board decided to add 

guidance to the Standard, in the absence of a private sector analogy, to assist public sector entities in applying 

the definition of key management personnel to Ministers, as ministerial-type roles do not usually arise in a 

private sector. 

AASB 2015-6. BC 17 

The Board noted that, as is often the case with related party transactions, judgement would be required as to 

when transactions are material, especially when qualitative assessments are made about the nature of 

transactions. The Board considered situations in which Ministers or local government councillors paid taxes, 

levies or other statutory charges or fees faced generally by citizens. The Board does not expect, absent unusual 

circumstances, that the application of materiality would result in disclosure in many of these situations. In 

contrast, a commercial contract entered into by a Minister or local government councillor with a related public 

sector entity may be relevant for disclosure, similar to a commercial contract between a member of the key 

management personnel of a for-profit entity and the reporting entity (for example, a contract to provide 

accountancy services between the entity and an entity controlled by a member of the key management 

personnel).  Accordingly, the Board observed that a not-for-profit public sector entity would also need to apply 

judgement in determining the extent of information it needs to collect to meet the objective of AASB 124, as 

there is little value in an entity incurring significant costs to obtain data that is immaterial for disclosure.  The 

Board noted that it would expect appropriate criteria to be identified so that information about transactions 

that are possible material (for example, transactions that have occurred at a different price or volume to that 

applying to the general public) is captured for assessment. 
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SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

DEFINITION OF KEY MANAGEMENT PERSONNEL (CONTINUED) 

AASB 2015-6. BC 18 

Having regard to the role of materiality, the Board decided that no specific exemption from disclosure of the 

related party transactions with key management personnel of a not-for-profit public sector entity, including 

any Ministers or local government councillors where so identified, was necessary.  However, to respond to 

constituents’’ requests for clarification on the extent of disclosures required of related party transactions that 

occur in the not-for-profit public sector, the Board decided to add implementation guidance to AASA 124 to 

assist not-for-profit public sector entities in this regard.   

APPLICATION DATE AND TRANSITIONAL PROVISIONS 

AASB 2015-6. BC 30 

The Board considered the application date and transitional provisions of the amendments to extend the scope 

of AASB 124 to include not-for-profit public sector entities. The Board acknowledged constituent concerns 

about the ability of existing systems, processes and controls to capture the information required, and requests 

for a lengthy transition period prior to mandatory application of the amendments. 

AASB 2015-6. BC 31 

The Board was disinclined to unnecessarily further extend the period to which these amendments are on issue 

before mandatory application, having made its key decisions on the amendments in 2012, and as the finalised 

amendments are largely as were exposed. Further, the Board noted that Australian Implementation Guidance 

to AASB 10 Consolidated Financial Statements relating to the application of control by not-for-profit entities 

had been issued by the Board in October 2013. The Board also noted that the forthcoming issue of an 

amending standard extending the scope of AASB 124 to note-for-profit public sector entities has been 

signalled in its publicly available work program. Accordingly, the Board decided that the amendments should 

apply to annual reporting periods beginning on or after 1 July 2016. 

AASB 2015-6. BC 32 

However, having regard to constituent concerns, the Board decided not to require comparative related party 

disclosures to be presented in the period of initial application of the amendments. 
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GUIDANCE NOTE 31 
APPENDIX 1 

31 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

BUSINESS OPERATING PROCEDURE 

Corporate Services/Governance & Finance Procedure Number XXX 

PROCEDURE FOR RELATED PARTY DISCLOSURES 

The scope of AASB 124 Related Party Disclosures was extended in July 2015 to include application by not-

for-profit entities, including local governments.  The operative date for Local Government is 1 July 2016, 

with the first disclosures to be made in the Financial Statements for year ended 30 June 2017.  This 

procedure outlines required mechanisms to meet the disclosure requirements of AASB 124. 

BACKGROUND 

The objective of the standard is to ensure that an entity’s financial statements contain disclosures 

necessary to draw attention to the possibility that its financial position and profit or loss may have been 

affected by the existence of related parties and transactions. 

The disclosure requirements apply to the existence of relationships regardless of whether a transaction 

has occurred or not. For each financial year, the Shire/Town/City must make an informed judgement as to 

who is considered to be a related party and what transactions need to be considered, when determining 

if disclosure is required. 

The purpose of this procedure is to stipulate the information to be requested from related parties to 

enable an informed judgement to be made. 

1. Identification of Related Parties 

AASB 124 provides that the Shire/Town/City will be required to disclose in its Annual Financial reports, 

related party relationships, transactions and outstanding balances. 

Related parties includes a person who has significant influence over the reporting entity, a member of 

the key management personnel (KMP) of the entity, or a close family member of that person who may 

be expected to influence that person.  

KMP are defined as persons having authority and responsibility for planning, directing and controlling 

the activities of the entity, directly or indirectly. 

For the purposes of determining the application of the standard, the Shire/Town/City has identified the 

following persons as meeting the definition of Related Party:  

 An elected Council member  

 Key management personnel being a person employed under section 5.36 of the Local Government 

Act 1995 in the capacity of Chief Executive Officer or Director  

 Close members of the family of any person listed above, including that person’s child, spouse or 

domestic partner, children of a spouse or domestic partner, dependents of that person or person’s 

spouse or domestic partner. 

 Entities that are controlled or jointly controlled by a Council member, KMP or their close family 

members. (Entities include companies, trusts, joint ventures, partnerships and non-profit 

associations such as sporting clubs). 

The Shire/Town/City will therefore be required to assess all transactions made with these persons or 

entities. 
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GUIDANCE NOTE 31 
APPENDIX 1 

31 

SOMEWHERE 

AASB 124 – “RELATED PARTY DISCLOSURES” 

2. Identification of related party transactions  

A related party transaction is a transfer of resources, services or obligations between the 

Shire/Town/City (reporting entity) and the related party, regardless of whether a price is charged.  

For the purposes of determining whether a related party transaction has occurred, the following 

transactions or provision of services have been identified as meeting this criteria: 

 Paying rates 

 Fines 

 Use of Shire/Town/City owned facilities such as [Recreation Centre, Civic Centre, library, parks, 

ovals and other public open spaces (whether charged a fee or not)] 

 Attending council functions that are open to the public 

 Employee compensation whether it is for KMP or close family members of KMP 

 Application fees paid to the Shire/Town/City for licences, approvals or permits 

 Lease agreements for housing rental (whether for a Shire/Town/City owned property or property 

sub-leased by the Shire/Town/City through a Real Estate Agent)  

 Lease agreements for commercial properties 

 Monetary and non-monetary transactions between the Shire/Town/City and any business or 

associated entity owned or controlled by the related party (including family) in exchange for goods 

and/or services provided by/to the Shire/Town/City (trading arrangement) 

 Sale or purchase of any property owned by the Shire/Town/City, to a person identified above. 

 Sale or purchase of any property owned by a person identified above, to the Shire/Town/City 

 Loan Arrangements 

 Contracts and agreements for construction, consultancy or services 

Some of the transactions listed above, occur on terms and conditions no different to those applying to 

the general public and have been provided in the course of delivering public service objectives. These 

transactions are those that an ordinary citizen would undertake with council and are referred to as an 

Oridnary Citzen Transaction (OCT). Where the Shire/Town/City can determine that an OCT was 

provided at arms length, and in similar terms and conditions to other members of the public and, that 

the nature of the transaction is immaterial, no disclosure in the annual financial report will be required. 

3. Disclosure Requirements 

For the purposes of determining relevant transactions in point 2 above, elected Council members and 

key management personnel as identified above, will be required to complete a Related Party 

Disclosures - Declaration form for submission to financial services. 

Ordinary Citizen Transactions (OCTs) 

Management will put forward a draft resolution to Council annually, declaring that in its opinion, based 

on the facts and circumstances, the following OCT that are provided on terms and conditions no 

different to those applying to the general public and which have been provided in the course of 

delivering public service objectives, are unlikely to influence the decisions that users of the Council’s 

financial statements make. As such no disclosure in the quarterly Related Party Disclosures - Declaration 

form will be required.  
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 Paying rates 

 Fines 

 Use of Shire/Town/City owned facilities such as Recreation Centre, Civic Centre, library, parks, 

ovals and other public open spaces (whether charged a fee or not) 

 Attending council functions that are open to the public 

Where these services were not provided at arms length and under the same terms and conditions 

applying to the general public, elected Council members and KMP will be required to make a 

declaration in the Related Party Disclosures - Declaration form about the nature of any discount or 

special terms received. 

All other transactions 

For all other transactions listed in point 2 above, elected Council members and KMP will be required to 

make a declaration in the Related Party Disclosures - Declaration form. 

Frequency of disclosures 

Elected Council members and KMP will be required to complete a Related Party Disclosures - 

Declaration form each quarter.   

Disclosures must be made by all Councillors immediately prior to any ordinary or extraordinary election. 

Disclosures must be made immediately prior to the termination of employment of/by a KMP. 

Confidentiality 

All information contained in a disclosure return, will be treated in confidence. Generally, related party 

disclosures in the annual financial reports are reported in aggregate and as such, individuals are not 

specifically identified. Notwithstanding, management is required to exercise judgement in determining 

the level of detail to be disclosed based on the nature of a transaction or collective transactions and 

materiality. Individuals may be specifically identified, if the disclosure requirements of AASB 124 so 

demands.   

4. Materiality 

Management will apply professional judgement to assess the materiality of transactions disclosed by 

related parties and their subsequent inclusion in the financial statements. 

In assessing materiality, management will consider both the size and nature of the transaction, 

individually and collectively. 

Associated Regulatory Framework 

AASB 124 Related Party Disclosures 

Local Government Act 1995 

Local Government (Financial Management) Regulations 1996 

Associated Policies 

Include if relevant 

Further Information 

Related Party Disclosures - Declaration form 
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Review Responsibility 

Coordinator Financial Services 

Date Adopted:  XX 

Review Required:  As Required 

Review Undertaken: XX 

 

_______________________________ ___________  Approved / Not Approved 

Chief Executive Officer Date 
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Close Family Members 

Close family members include: 

 a child, spouse or domestic partner; 

 children of your spouse or domestic partner;  

 dependents of you or your spouse or domestic partner; 

 any other close family member; 

who may be expected to influence, or be influenced by, your dealings with the council. 

The following table may assist you in identifying your close family members: 

Definitely a close family member May be a close family member 

Your spouse/domestic partner Your brothers and sisters, if they could be 
expected to influence or be influenced by you in 
their dealings with council 

Your children Your aunts, uncles and cousins, if they could be 
expected to influence or be influenced by you in 
their dealings with council 

Your dependants Your parents and grandparents, if they could be 
expected to influence or be influenced by you in 
their dealings with council 

Children of your spouse/domestic partner Your nieces and nephews, if they could be 
expected to influence or be influenced by you in 
their dealings with council 

Dependants of your spouse/domestic partner  Any other member of your family if they could be 
expected to influence or be influenced by you in 
their dealings with council  

There may be relationships that a council has which are not identified in this appendix but still meet the 

definition of a related party. 

Example: Cousin of Councillor 

 A Councillor for the Shire/Town/City has lived in the Shire/Town/City her whole life. In fact her family has 

been in the area for generations.  

The Councillor’s cousin, owns and operates the local newsagent through a company ABC Pty Ltd, in which she 

owns 100% of the shares. The Councillor and her cousin have always been close and regularly socialise 

together.  

From these facts it would appear that the Councillor’s cousin is a close family member of the Councillor 

because she would be expected to influence, or be influenced by, that person in her dealings with Council.  

Both the cousin and the company she controls, ABC Pty Ltd would therefore be related parties of Council.  

Any transactions that the Council makes with the newsagent would need to be separately identified and may 

need to be disclosed. 
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Control in entities 

What is an entity that I, or my close family member, control or jointly control?  

Entities include companies, trusts, incorporated and unincorporated associations such as clubs and charities, 

joint ventures and partnerships.  

You control an entity if you have  

a) power over the entity;  

b) exposure, or rights, to variable returns from involvement with the entity; and  

c) the ability to use your power over the entity to affect the amount of your returns.  

To jointly control an entity there must be contractually agreed sharing of control of the entity, which exists 

only when decisions about the relevant activities require the unanimous consent of the parties sharing control.  

In some cases it will be obvious that you or a family member control or have joint control over an entity. In 

other cases it will be less clear.  

In some cases it will be obvious that you or a family member control or have joint control over an entity. In 

other cases it will be less clear.  

If you are unsure whether you, or a close family member, has control or joint control of an entity then you 

should contact the Manager Financial Services for a confidential discussion. 

Example: Clubs or other incorporated bodies 

(A Shire/Town/City Councillor is the President of a local football club)  

A Shire/Town/City Councillor is the President of Shire/Town/City Football Club Inc, the local football club. This 

club is overseen by a committee which comprises the President and four other committee members. Each 

member has a single vote when making decisions at meetings. The committee members are not related and 

do not have agreements to vote with one another. The club has over 100 members that each have a vote in 

electing the committee members at the club’s annual general meeting.  

From these facts it would appear that the Councillor does not control or jointly control the football club so it 

will not be a related party of Council just because the Councillor is the president of the club. 
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Other examples 

Example 1 (Audit committee member) 

Shire/Town/City of Anywhere’s audit committee comprises two Councillors and a local retired accountant, 

Fred. Fred has no other connection with the council. 

The audit committee attends to the functions as required under the Audit Regulations. It does not make any 

decisions on behalf of the council but simply provides reports, with recommendations, for the Mayor and 

councillors to consider. 

Based on the facts outlined Fred would not be a KMP of council. 

 

Example 2 (Son of CFO employed by council) 

Shire/Town/City of Anywhere has recently employed Paul's son (George) in the Council's parks and garden's 

area. Paul is Council's Deputy Chief Executive Officer but was not involved in hiring George. This process was 

managed by the Director of Parks and Gardens and included an independent assessment process. Paul did not 

have any influence in George securing the job. 

Paul has been identified as a KMP of council, which makes him a related party. 

George will also be a related party of Council because he is a close family member of Paul. The recruitment 

process that was undertaken for George's position is irrelevant when assessing whether George is a related 

party. 

 

Example 3 (Cousin of Mayor - related party commonly known but omitted from declaration) 

Shelley, the Mayor of Shire/Town/City of Nowhere forgets to include her cousin Mavis, and Mavis' company, 

when she completes her KMP declaration. 

It is commonly known in the community that Shelley and Mavis are close and that Shelley would be expected 

to influence, or be influenced by, Mavis in her dealings with Council and vice versa. 

Mavis and her company are related parties of Council, even though Shelley omitted them from her declaration. 

 

Example 4 (Example of control) 

Fred is the Mayor of Shire/Town/City of Nowhere and owns 100% of the ordinary shares in Shire/Town/City 

of Nowhere Development Company Pty Ltd (the company). The ordinary shares are the only shares in the 

company that have voting rights. 

Fred controls the company because he has the power to affect the company's decisions and the return that 

he will get from the company. 

Fred will need to include the company on his related party declaration. 
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Example 5 (Example of joint control) 

Fred is the Mayor of Shire/Town/City of Nowhere and owns 50% of the ordinary shares in Shire/Town/City of 

Nowhere Development Company Pty Ltd (the company). Fred's brother Stan owns the other 50% of ordinary 

shares. Fred and Stan are the only Directors of the company and have equal voting rights on the board. 

Fred and Stan have joint control of the company because any decisions require the unanimous consent of 

them both. 

Fred will need to include the company on his related party declaration. 
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RELATED PARTY DISCLOSURES - DECLARATION 

As per requirements of AASB 124 Related Party Disclosures, and Business Operating Procedure – Related Party 

Disclosures. For additional information to assist you in making a declaration, please refer to the Appendices to 

this form. 

The following declaration must be completed by all Council members, the CEO and Directors of the 

Shire/Town/City who were elected or employed at any time during the financial year. 

Disclosure Period (Quarter Ended):   

Person making disclosure:   

Position held by person: 

e.g. Councillor, Director 
      

 

1. CLOSE MEMBERS OF THE FAMILY (See Appendix 1) 

Name of Family Member Relationship to you 

If there has been no change since your last declaration, please complete “No Change” 
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2. ENTITIES THAT I, OR A CLOSE FAMILY MEMBER CONTROLS OR JOINTLY CONTROLS (See Appendix 2) 

Name of Entity Name of person who has control/nature of control 

If there has been no change since your last declaration, please complete “No Change” 
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3. ORDINARY CITIZEN TRANSACTIONS – NOT PROVIDED AT ARMS LENGTH  

Did you or any member of your close family use facilities provided at Recreation Centre, attend any event 
at the Civic Centre, or use any other council provided facility AND you received a discount or special terms 
that would not otherwise be offered to any other member of the public?   

Name of person using the 
facility 

Service/Facility used Nature of transaction 
Nature of discount or 
special conditions 
received. 

         

         

         

         

         

Note:  Recreation Centre membership provided as part of employment has been provided under the same 

terms as those memberships provided to the public. 

4. LEASING AGREEMENTS - DOMESTIC RESIDENTIAL 

Did you, a close family member or related entity, enter into a lease agreement with the Shire/Town/City 
(either as lessee or lessor) for the provision of a domestic rental property (Includes properties owned by 
the Shire/Town/City and privately owned properties sub-leased through the Shire/Town/City from a real 
estate agent)? Did you receive or provide a discount or special terms that would not otherwise be offered 
to any other member of the public?  

Name of Person party to 
the lease 

Property Address 
Term of Lease & 
Weekly rent 

Detail of any non-arms 
length conditions 
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5. LEASING AGREEMENTS - COMMERCIAL 

Did you, a close family member or related entity, enter into a commercial leasing agreement with the 
Shire/Town/City for the provision of a commercial property? Did you receive a discount or special terms 
that would not otherwise be offered to any other member of the public?  

Name of person party to 
the lease 

Property Address 
Term of Lease & 
Weekly rent 

Detail  of any non-arms 
length conditions 

         

         

         

         

         

 

6. TRADING ARRANGEMENTS 

Were you or a close family member (as defined above) the owner of any business (or in a position to 
substantially control the business) that provided goods or services to the Shire/Town/City?  Were those 
goods or services provided on the same terms and conditions as those available to any other customer?   
If not, please provide details of the specific terms provided to the Shire/Town/City. 

Business name Goods or services provided 
Approximate value for 
the reporting period 

Terms & conditions 
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7. OTHER AGREEMENTS (Construction, Consultancy, Service Contracts) 

Did you, a close family member or related entity, enter into any other agreements/arrangements with 
the Shire/Town/City (whether or not a price was charged)?   

 

This may include (but is not limited to): construction contracts, consultancy services, service contracts 
(such as cleaning, maintenance, security). 

 

For e.g. a company that a close family member controls, was awarded a contract with the Shire/Town/City 
for building a new office facility. 

Name of person or 
business/company 

Nature of agreement Value of agreement Terms & conditions 
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8. PURCHASE OF PROPERTY 

Did you, a close family member or related entity, purchase any property or other assets from the 
Shire/Town/City?  (This may include vehicles or other plant items, land or buildings). 

 

Was the purchase made at arms length (for e.g. at public auction), and on terms and conditions available 
to any other member of the public? If not, please provide details of the specific terms provided to you. 

Name of person or entity 
name 

Property purchased Value of the purchase Terms & conditions 

        

        

        

        

        

 

9. SALE OF PROPERTY 

Did you, a close family member or related entity, sell any property or other assets to the Shire/Town/City?  
(This may include vehicles or other plant items, land or buildings). 

Was the sale made at arms length, and on terms and conditions available to any other member of the 
public? If not, please provide details of the specific terms provided. 

Name of person or entity 
name 

Property Sold Value of the Sale Terms & conditions 
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10. FEES & CHARGES FOR APPLICATIONS 

Did you, a close family member or related entity, make an application to Council for a trading, building, 
planning or development application, licence or approval, or any other type of permit or licence?  

Name of person or entity name Application type Application and/or receipt number 

      

      

      

      

      

      

 

11. SELF SUPPORTING LOANS 

Did you, a close family member or related entity, enter into a loan agreement with the Shire/Town/City? 

For e.g. a club for which you have control (See Appendix 2 for example) 

Name of person or 
entity name 

Loan details Value of the loan Terms & conditions 

        

 

12. OTHER AGREEMENTS  

Please list any other agreement or arrangement you believe is a related party transaction and should 
be declared.   

Name of person or 
business/company 

Nature of agreement Value of agreement Terms & conditions 
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I declare that all information and details provided in this form are true and correct to the best of my knowledge 

and belief and that no known relevant information has been omitted.  

I have made this declaration after reading the information supplied by Council which details the meaning of 

the definitions to which this declaration relates. 

 

SELECT OPTION 1:   ☐ Handwritten Signature  

Signed: _____________________________________________ Date: _____/______/____________ 

Once signed please provide to the Manager Financial Services. 

 

OR 

 

SELECT OPTION 2:  ☐ Electronic Signature  

This form can be sent by email to the Manager Financial Services provided the email is sent by the person 
making the disclosure from their work or personal (e.g. Councillors) email account. 

 

 


