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Review Timeframe Every 4 Years or as required subject to legislative change. 
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Document History 

Doc No. Date Amended Details/Comments eg Resolution No. 

#E2017/60995 22/6/2017 New Draft Policy 

 
Further Document Information and Relationships 

List here the related strategies, procedures, references, policy or other documents that have a bearing on this Policy and 
that may be useful reference material for users of this Policy. 

 

Related Legislation* Local Government Act 1993 – Section 413 

Local Government (General) Regulation 2005 

Australian Accounting Standard AASB 124 Related Party Disclosures 

Related Policies  

Related Procedures/ 
Protocols, Statements, 
documents 

Related Party Identification Form, Related Party Transactions Notification Form, Related 
Party Privacy Collection Notice - #E2017/61185 

Note: Any reference to Legislation will be updated in the Policy as required. See website 
http://www.legislation.nsw.gov.au/ for current Acts, Regulations and Environmental Planning Instruments. 
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1. OBJECTIVES 
 
The purpose of this Policy is to provide a framework for Related Party Transactions and the 
level of disclosure and reporting required for Council to achieve compliance with Australian 
Accounting Standard AASB 124 – Related Party Disclosures. This is to ensure transparency in 
dealings with related parties and their effect on Council’s financial reports. 
 

2. SCOPE 
 
This Policy is to cover: 

 
a) Identifying related parties and relevant transactions; 
b) Identifying outstanding balances, including commitments, between Council and its 

related parties; 
c) Identifying the circumstances in which disclosures of items in (a) and (b) is required; 
d) Determining the disclosures to be made about those items. 

 
The Related Party Disclosures Policy is a policy produced by the Corporate and Community 
Services Directorate.  The Finance Branch is responsible for the operation and updating of this 
Policy. 

 
3. DEFINITIONS 

 
Related Parties A person or entity that is related to Byron Shire Council that is 

preparing its financial statements.  Specifically, for the purposes of this 
policy, related parties are entities related to Byron Shire Council, Key 
Management Personnel and Close Family Members of Key 
Management Personnel of Byron Shire Council. 

Related Party 
Transaction 

A Related Party Transaction is a transfer of resources, services or 
obligations between a reporting entity and a related party, regardless 
of whether a price is charged. 

Key Management 
Personnel (KMP) 

People that have authority and responsibility for planning, directing 
and controlling the activities of Byron Shire Council, either directly or 
indirectly. 

Close Family 
Members 

Close Family Members are people who can be expected to influence 
or be influenced by Key Management Personnel.  This includes but is 
not limited to spouse or partner, children and dependents, children and 
dependents of spouse or partner and possibly parents, grandparents 
and other family members.  Other family members that would expect 
to influence or be influenced by Key Management Personnel need to 
be included as Close Family Members. 

KMP 
Compensation 

All forms of consideration paid, payable or provided in exchange for 
services provided.  Compensation categories include:- 

 Short Term Employment Benefits 
 Post Employment Benefits 
 Other Long Term Benefits, and 
 Termination Benefits 

Arms Length 
Transaction 

A transaction between two related parties that is conducted as if they 
were unrelated, so that there is no question of conflict of interest. 

Ordinary Citizen 
Transactions 

Transactions that are made on an arm’s length basis between Byron 
Shire Council and Key Management Personnel and their Close Family 
Members that an ordinary citizen of the Community would transact 
with the Council. This includes but is not limited to payment of rates for 
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properties owned by the Key Management Personnel. 

Normal Terms 
and Conditions 

The standard rules governing transactions between Council and all 
external entities.  These can be governed by policies, legislation or 
accepted business practices. 

 
4. STATEMENT 

 
Related Party relationships are a normal feature of commerce and business. A related party 
relationship could have an effect on the profit or loss and financial position of Council. Related 
parties may enter into transactions that unrelated parties would not. 

 
In addition, the profit or loss and financial position of an entity may be affected by a related 
party relationship even if related party transactions do not occur. The mere existence of the 
relationship may be sufficient to affect the transactions of the entity with other parties. 

 
For these reasons, knowledge of Council’s transactions and outstanding balances (including 
commitments and relationships with Related Parties) may affect assessment of Council’s 
operations by users of Financial Statements, including assessments of the risks and 
opportunities facing the Council. 
 
4.1.  Related Parties 

 
Identification of Key Management Personnel (KMP) 
 
KMP for the Council are considered to include:- 
 

 Mayor 
 Councillors  
 General Manager 
 Directors 
 Staff members acting in the position of General Manager or Director to the full extent of 

those position responsibilities and delegations. 
 
Identification of Related Parties 
 
A person or entity is a related party of Council if any of the following apply:- 
 

a) They are members of the same group (which means that each parent, subsidiary and 
fellow subsidiary is related to the others); 

b) They are an associate or belong to a joint venture of which Council is part of; 
c) They and Council are joint ventures of the same third party; 
d) They are part of a joint venture of a third party and council is an associate of the third 

party; 
e) They are a post employment benefit plan for the benefit of employees of either Council 

or an entity related to Council; 
f) They are controlled or jointly controlled by close or possibly close member of the family 

of a person with significant influence over Council or a close or possibly close member 
of the family of a person who is a KMP of Council; 

g) They are identified as a close or possibly close member of the family of a person with 
significant influence over Council or a close or possibly close member of the family of a 
person who is a KMP of Council; 

h) They, or any member of a group which they are a part, provide KMP services to 
Council. 
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For the purposes of this policy, related parties of Council are: 
 

a) Entities related to Council; 
b) KMP of Council; 
c) Close family members of KMP; 
d) Possible close family members of KMP; and 
e) Entities or persons that are controlled of jointly controlled by KMP, or their close family 

members, or their possible close family members. 
 
KMP will identify all entities that are controlled or jointly controlled by close family members 
through the self assessment process. 
 
Identification of Control or Joint Control 
 
A person or entity is deemed to have control if they have: 
 

a) Power over the entity; 
b) Exposure, or rights, to variable returns from involvement with the entity; and 
c) The ability to use power over the entity to affect the amounts of return. 

 
To jointly control, a person or entity must have contractual rights or 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. 

 
Review of Related Parties 
 
A review of KMPs and their related parties will be completed at the beginning of each Financial 
Year. 
 
Particular events, such as a change in Councillors, General Manager or Directors, will also 
trigger a review of Council’s related parties immediately following such an event. 

 
The method for identifying the close family members and associated entities of KMP will be by 
KMP self assessment. 
 
KMP are responsible for keeping the General Manager updated when any changes to those 
related parties occur outside of those times. 
 
4.2.  Related Party Transaction 

 
Identification of all Related Party Transactions 
 
All related party transactions will be captured to allow a full assessment of transactions that 
are to be included in the related party disclosure. This will also allow Council’s external 
auditors to perform a full analysis of the entire process that results in the related party 
transaction disclosure. 
 
In order to comply with AASB 124, Council adopts a policy that requires all members of its 
KMP to periodically provide notifications to the General Manager of any existing or potential 
related party transaction between Council and any of their related parties during a financial 
year, and any changes to previously notified related party relationships and transactions 
relevant to the subject financial year. 
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To this end, each KMP must provide a Related Party Transaction Notification, in the approved 
form, notifying any existing or potential related party transactions between Council and any 
related parties of the KMP, to the General Manager by no later tan the following periods during 
the financial year: 
 

 30 days after the commencement of the application of this policy; 
 30 days after a KMP commences their term or employment with Council; 
 30 days after 30 June. 

 
Also during a financial year, a KMP must proactively notify of any new or potential related 
party transactions that the person knows of, or any changes to previously notified related party 
relationships or transactions, relevant to the subject financial year by providing to the General 
Manager, additional Related Party Notifications by no later than 30 days after the person 
knows of the transaction or change. 
 
Council management shall identify suitable methodology and procedures for identifying and 
reporting on related party transactions such that accurate data will be collated from 1 July 
2016. 
 
All identified transactions will be reviewed by the General Manager and Manager Finance to 
determine materiality or otherwise of such transactions, if the transactions are ordinary citizen 
transactions, and to determine the significance of such transactions. 
 
Types of Transactions 
 
Related Party Transactions are required to be disclosed, regardless of whether a price is 
charged. Such transactions may include: 
 

 Purchase or sale of goods; 
 Purchase or sale of property and other assets; 
 Rendering or receiving services; 
 Leases; 
 Quotations and/or tenders; 
 Commitments; 
 Settlements of liabilities on behalf of Council or by Council on behalf of the related 

party; 
 Grants and subsidy payments made to associated entities of Council; 
 Non monetary transactions; and 
 Compensation made to key management personnel and their close family members. 

 
In accordance with AASB 124 Related Party Disclosures Council must disclose all material and 
significant related party transactions in its annual financial statements and include the following 
detail: 

 
 the nature of the related party relationship; and  
 relevant information about the transaction including: 

 
a) the amount of the transaction; 
b) the amount of the outstanding balances, including commitments and their terms and 

conditions, including whether they are secured, and the nature of the consideration to 
be provided in settlements and details of any guarantee given or received; 

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

Ordinary Citizen Transactions 
 
Ordinary citizen transactions are those transactions that are made on an arm’s length basis 
between Council and related parties that an ordinary citizen of the community would transact 
with the Council. Examples of these are rates payments for properties owned by the related 
party and dog registration payments. 
 
Council will identify all transactions between Council and related parties. Any that are deemed 
to be ordinary citizen transactions will not be required to be disclosed in the annual financial 
report. 
 
Transactions between Council and related parties that would normally be considered to be 
ordinary citizen transactions but where the terms and conditions differ from normal practice will 
not be considered to be an ordinary citizen transaction for the purposes of this policy. These 
will be disclosed in Council’s annual financial statements in the related party disclosure. 
 
Register of Related Party Transactions 
 
The Manager Finance must maintain and keep up to date a register of related party 
transactions that captures and records the information specified for each existing or potential 
related party transaction, including ordinary citizen transactions assessed as being material in 
nature during a financial year. 

 
Materiality 
 
Council must disclose all material and significant Related Party Transactions in its annual 
financial statements. 
 
Once the related party transactions have been identified they will be analysed by the General 
Manager and those found to be of a material nature will be disclosed in the financial 
statements. 
 
For the purposes of this policy it is not considered appropriate to set either a dollar value or a 
percentage value to determine materiality.  Judgement is required as to whether a transaction 
is material not only by its size but also by its nature. 

 
4.3 Required Disclosures and Reporting 
 
AASB 124 provides that Council must disclose the following financial information in its financial 
statements for each financial year period: 
 
1. Disclosure of any material related party transactions – if there have been material 

transactions between related parties, Council must disclose the nature of the relationship 
with the related party, as well as sufficient information about the transactions and 
outstanding balances, including commitments, necessary for users to understand the 
potential effect of the relationship on the financial statements. 
 

2. KMP Compensation Disclosures – must disclose in the financial statements KMP 
compensation in total for each of the categories. 
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If an elected member or staff member is affected by the related party disclosure they will be 
given a copy of the disclosure where possible for comment before the external audit is 
finalised. All comments will be considered however any deviations from the standard policy will 
not be included in the final disclosure. The General Manager will give the final approval of 
what will be contained in the disclosure. 

4.4 Privacy and Freedom of Information 

Collection and storage of personal information is governed by Council’s Privacy Management 
Plan, the Privacy and Personal Information Protection Act 1988 and Government Information 
Public Access Act 2009.  Information provided by Council’s Key Management Personnel and 
other related parties shall be held for the purposes of compliance with Council’s legal 
obligations and shall be disclosed where required for compliance and legal reasons only. 

5. LEGISLATIVE AND STRATEGIC CONTEXT

5.1.  Community Strategic Plan

Council’s Related Party Disclosures Policy supports the effective governance, business, 
project and financial management of Council.  Specifically strategy CM1.1 Improve the 
transparency, effectiveness and accountability of Council.

5.2. Legislative Requirements

a) Local Government Act 1993 – Section 413.
b) Australian Accounting Standard AASB 124 – Related Party Disclosures

6. SUSTAINABILITY

6.1.  Governance

This Policy establishes the framework for the disclosure of Related Party Transactions in
accordance with Australian Accounting Standard AASB 124. It provides the mechanism to
identify Related Party Transactions with Council and its Key Management Personnel.


