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PREFACE
Reasons for Issuing AASB 124

The Australian Accounting Standards Board (AASB) is implementing the
Financial Reporting Council’s policy of adopting the Standards of the
International Accounting Standards Board (IASB) for application to reporting
periods beginning on or after 1 January 2005. The AASB has decided it will
continue to issue sector-neutral Standards, that is, Standards applicable to
both for-profit and not-for-profit entities, including public sector entities.
Except for Standards that are specific to the not-for-profit or public sectors or
that are of a purely domestic nature, the AASB is using the IASB Standards
as the “foundation” Standards to which it adds material detailing the scope
and applicability of a Standard in the Australian environment. Additions are
made, where necessary, to broaden the content to cover sectors not addressed
by an IASB Standard and domestic, regulatory or other issues.

The 1ASB defines International Financial Reporting Standards (IFRSs) as
comprising:

(@ International Financial Reporting Standards;

(b) International Accounting Standards; and

(c) Interpretations originated by the International Financial Reporting
Interpretations Committee (IFRIC) or the former Standing
Interpretations Committee (SIC).

The Australian equivalents to IFRSs are:

(@  Accounting Standards issued by the AASB that are equivalent to
Standards issued by the IASB, being AASBs 1 — 99 corresponding to
the IFRS series and AASBs 101 — 199 corresponding to the 1AS series;
and

(b)  UIG Interpretations issued by the AASB corresponding to the

Interpretations adopted by the IASB, as listed in AASB 1048
Interpretation and Application of Standards.
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Main Features of this Standard
Application Date

This Standard is applicable to annual reporting periods beginning on or after
1 January 2005. To promote comparability among the financial reports of
Australian entities, early adoption of this Standard is not permitted.

First-time Application

Application of this Standard will begin in the first annual reporting period
beginning on or after 1 January 2005 in the context of adopting all Australian
equivalents to IFRSs. The requirements of AASB 1 First-time Adoption of
Australian Equivalents to International Financial Reporting Standards, the
Australian equivalent of IFRS 1 First-time Adoption of International
Financial Reporting Standards, must be observed.

Main Requirements
Application

This Standard must be applied by all for-profit entities, irrespective of
whether they are corporate or non-corporate entities. For corporate entities,
this Standard supersedes AASB 1017 Related Party Disclosures. Non-
corporate, for-profit entities applying this Standard are exempted from
compliance with AAS 22 Related Party Disclosures.

Disclosing entities that comply with AASB 1046 Director and Executive
Disclosures by Disclosing Entities are required to disclose in respect of their
key management personnel more details than would be necessary to satisfy
the requirements of this Standard. Accordingly, in respect of their specified
directors and specified executives, disclosing entities are not required by this
Standard to make disclosures in the notes to the consolidated financial
statements in addition to those required by AASB 1046.

Definitions

Differences from the definition of ‘related party’ in AASB 1017 are noted
briefly at the end of this Preface and described in greater detail in the section
following the Standard, “Differences between AASB 124 and AASB 1017”.

The Standard identifies the key management personnel of an entity as
comprising its specified directors and specified executives.

The Standard supplements the definition of related party in IAS 24 Related
Party Disclosures by including definitions of directors, executives, specified
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directors and specified executives and specifying that former key
management personnel are to be classified as a separate category of related

party.
Disclosure

The Standard requires disclosure of the aggregate remuneration of key
management personnel, in total and for five components; four as defined in
AASB 119 Employee Benefits and the fifth in AASB 2 Share-based Payment.
When an entity is a parent entity within a group and presents its financial
statements together with consolidated financial statements in the financial
report, disclosures about key management personnel are required only on a
consolidated basis. (Disclosing entities satisfy this through compliance with
AASB 1046.)

The Standard requires disclosures to be made separately for each of the
nominated categories of related party. When an entity is a parent entity
within a group and presents its financial statements together with
consolidated financial statements in the financial report, disclosures about
related parties other than key management personnel are required for both
sets of financial statements, that is, on a parent entity basis as well as
consolidated basis. (This Standard does not require separate disclosures for
wholly-owned entities.)

The Standard requires disclosure of outstanding balances with related parties
together with:

(@ their terms and conditions including whether they are secured and the
nature of the consideration to be provided in settlement;

(b) details of any guarantees given or received,
(c) provisions for doubtful debts; and

(d) details of any settlement of liabilities on behalf of the entity or by the
entity on behalf of another party.

Other disclosures required include:
(@ the amounts of transactions with related parties;

(b)  the expense recognised during the period in respect of bad or doubtful
debts due from related parties;

(c) the names of specified directors; and
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(d) the name of the entity’s parent and, if different, the ultimate controlling
party. If neither of these two parties produces financial statements
available for public use, the name of the next most senior parent that
does so is required. If any of these entities are incorporated outside
Australia, the place of incorporation is required as well as the name of
the ultimate parent incorporated in Australia.

Differences between this Standard and AASB 1017

One of the primary differences between this Standard and the AASB
Standard that it supersedes, AASB 1017 Related Party Disclosures, is that
this Standard requires disclosures about key management personnel whereas
AASB 1017 focussed on directors. Further differences arise from amending
the definition of related party in AASB 1017 by:

(@ replacing the term ‘relative” with ‘close family members’; and

(b) adding post-employment benefit plans for the benefit of employees of
an entity, or of any entity that is a related party to that entity.

Unlike AASB 1017, this Standard makes no distinction between wholly-
owned subsidiaries and other subsidiaries.

A more detailed description of the differences between this Standard and
AASB 1017 accompanies this Standard under the heading “Differences
between AASB 124 and AASB 1017”.

This Standard does not replace AAS 22 Related Party Disclosures and

differences between this Standard and AAS 22 are not included in the
analysis.
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COMPARISON WITH INTERNATIONAL
PRONOUNCEMENTS

AASB 124 and IAS 24

AASB 124 is equivalent to IAS 24 Related Party Disclosures issued by the
IASB.

Paragraphs that have been added to this Standard (and do not appear in the
text of 1AS 24) are identified with the prefix “Aus”, followed by the number
of the relevant IASB paragraph and decimal numbering.

Compliance with 1AS 24

The notes for the consolidated financial statements of a corporate or for-profit
entity that comply with AASB 124 will simultaneously be in compliance
with the requirements of IAS 24 for consolidated financial statements.

When the key management personnel of a parent entity within a consolidated
group are the same individuals that would be so classified in respect of the
consolidated group and the entity wishes to claim that the parent entity
financial statements comply with IAS 24, it would be necessary to repeat in
the notes to the parent financial statements the relevant disclosures made in
the notes to the consolidated financial statements involving key management
personnel.

When the key management personnel of a parent entity within a consolidated
group are different from those individuals so classified in respect of the
consolidated group, additional disclosures in the notes to the parent entity
financial statements (in respect of the different key management personnel
and those related to the entity through them) would be required in order to
clfaim that the parent entity financial statements comply with the requirements
of IAS 24,

Not-for-profit, non-corporate entities are not required to apply AASB 124 but
may choose to do so. The above comments in respect of parent and
consolidated financial statements of corporate and for-profit entities apply
equally to the financial report of a not-for-profit, non-corporate entity that
chooses to apply AASB 124.

AASB 124 and IPSAS 20

International Public Sector Accounting Standards (IPSASSs) are issued by the
Public Sector Committee of the International Federation of Accountants.
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IPSAS 20 Related Party Disclosures (October 2002) is drawn primarily from
the 1994 version of 1AS 24. Apart from the fact that AASB 124 is not
required to be applied by not-for-profit public sector entities, the main
differences between IPSAS 20 and AASB 124 are:

(@) IPSAS 20 contains additional commentary clarifying application to
public sector entities;

(b)  IPSAS 20 does not distinguish between parent entity financial
statements and consolidated financial statements;

(¢) AASB 124 includes post-employment benefit plans in the definition of
related parties and identifies former key management personnel as a
category of related party requiring separate disclosure;

(d) AASB 124 contains additional direction on the composition of the key
management personnel group, identifying this as comprising the
specified directors and specified executives of the entity;

() AASB 124 defines compensation as comprising five components (the
four used in AASB 119 Employee Benefits and the fifth as in AASB 2
Share-based Payment) and requires disclosure of the aggregate
remuneration of key management personnel for each component;

(f)  IPSAS 20 requires additional disclosures about key management
personnel, including the number of individuals included in the
remuneration disclosures as well as specific details relating to loans to
individuals;

() IPSAS 20 does not require the disclosure of information about
transactions between related parties that occurred on normal terms and
conditions;

(h)  IPSAS 20 does not explicitly require disclosure of any balances with
related parties; and

(i)  AASB 124 requires disclosures about transactions and balances with
related parties to be separated by category of related party and specifies
disclosures in greater detail (for example, aggregate amounts of items
of similar nature for each category).
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ACCOUNTING STANDARD AASB 124

The Australian Accounting Standards Board makes Accounting Standard
AASB 124 Related Party Disclosures under section 334 of the Corporations
Act 2001.

D.G. Boymal
Dated 15 July 2004 Chair - AASB

ACCOUNTING STANDARD AASB 124
RELATED PARTY DISCLOSURES
Objective

1. The objective of this Standard is to ensure that an entity’s financial
report contains the 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 by transactions and
outstanding balances with such parties.

Application
Ausl.1 This Standard applies to:
(a) each entity that is required to prepare financial
reports in accordance with Part 2M.3 of the
Corporations Act and that is a reporting entity;
(b) each for-profit, non-corporate reporting entity; and
(c) each for-profit entity that prepares financial reports
that are, or are held out to be, general purpose
financial reports.

Ausl.2 This Standard applies to annual reporting periods beginning
on or after 1 January 2005.

Ausl.3 This Standard shall not be applied to annual reporting
periods beginning before 1 January 2005.

Ausl.4 The requirements specified in this Standard apply to the
financial report where information resulting from their
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Ausl.5

Ausl.6

Ausl.7

Ausl.8

Ausl.9

Ausl.10

Ausl.11

AASB 124

application is material in accordance with AASB 1031
Materiality.

When applicable, this Standard supersedes AASB 1017
Related Party Disclosures as notified in the Commonwealth of
Australia Gazette No S 66, 28 February 1997.

AASB 1017 remains applicable until superseded by this
Standard.

Non-corporate entities that apply this Standard are
exempted from applying AAS 22 Related Party Disclosures.

An entity that is not a parent entity in a group (and not
subject to AASB 127 Consolidated and Separate Financial
Statements) shall provide in its financial report the
disclosures required by this Standard.

An entity that is a parent entity within a group and presents,
in its financial report, its financial statements together with
the consolidated financial statements in accordance with
AASB 127 shall provide in that report the disclosures
required by this Standard:

(&) in relation to the consolidated financial statements;
and

(b) in relation to the parent entity financial statements, in
respect of all related parties other than its key
management personnel and entities related through
them to the parent entity.

The key management personnel of a parent entity may comprise
the same individuals that would be included in respect of the
consolidated group. In such cases, it is unnecessary to repeat in
relation to parent entity financial statements the same disclosures
about key management personnel required in the notes in
relation to the consolidated financial statements, unless the entity
wishes to ensure that its parent entity financial statements are
compliant with the equivalent IASB Standard, 1AS 24 Related
Party Disclosures.

A difference between the key management personnel of an entity
on a consolidated basis from the group of individuals that would
be determined in respect of the parent entity alone (excluding
executives employed by subsidiaries and including other
executives employed by the parent) means that the disclosures

12 STANDARD



Ausl.12

Ausl.13

Ausl.14

Scope

required by paragraphs 16, 18(f) and 18(g) will be different from
disclosures on a parent entity basis. In such cases, an entity that
wishes to ensure that its parent entity financial statements are
compliant with the equivalent IASB Standard, 1AS 24, would
need to provide additional disclosures in the notes to the parent
entity financial statements in respect of the different key
management personnel and those related to the parent entity
through them.

Disclosing entities that provide the disclosures required by
AASB 1046 Director and Executive Disclosures by Disclosing
Entities shall be taken to have satisfied the requirements of
paragraph Ausl.9(a) in respect of its key management
personnel and entities related through them to the entity.

Disclosing entities complying with AASB 1046 are not required
by this Standard to provide additional disclosures in the notes to
the consolidated financial statements in respect of their key
management personnel and those related parties who are related
to the entity through those individuals. However, disclosing
entities must apply the requirements of this Standard to all other
related parties, including:

(@) the key management personnel of an entity that is the
(external) parent of a disclosing entity;

(b) related parties who are related through the individuals in
(@); and

(c) former key management personnel of the disclosing entity.

Notice of this Standard was published in the Commonwealth of
Australia Gazette No S 294, 22 July 2004.

2. This Standard shall be applied in:

(@)
(b)

(©)

AASB 124

identifying related party relationships and transactions;

identifying outstanding balances between an entity and its
related parties;

identifying the circumstances in which disclosure of the
items in (a) and (b) is required; and
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(d) determining the disclosures to be made about those items.

[Deleted by the AASB. For application in Australia, see paragraphs
Ausl.l — Ausl.13]

Related party transactions and outstanding balances with other entities
in a group are disclosed in an entity’s financial report. Intragroup
related party transactions and outstanding balances are eliminated in
the preparation of consolidated financial statements of the group.

Purpose of Related Party Disclosures

5.

Related party relationships are a normal feature of commerce and
business. For example, entities frequently carry on parts of their
activities through subsidiaries, joint ventures and associates. In these
circumstances, the entity’s ability to affect the financial and operating
policies of the investee is through the presence of control, joint control
or significant influence.

A related party relationship could have an effect on the profit or loss
and financial position of an entity. Related parties may enter into
transactions that unrelated parties would not. For example, an entity
that sells goods to its parent at cost might not sell on those terms to
another customer. Also, transactions between related parties may not
be made at the same amounts as between unrelated parties.

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 example, a
subsidiary may terminate relations with a trading partner on acquisition
by the parent of a fellow subsidiary engaged in the same activity as the
former trading partner. Alternatively, one party may refrain from
acting because of the significant influence of another — for example, a
subsidiary may be instructed by its parent not to engage in research and
development.

For these reasons, knowledge of related party transactions, outstanding
balances and relationships may affect assessments of an entity’s
operations by users of financial reports, including assessments of the
risks and opportunities facing the entity.

Definitions

9.

The following terms are used in this Standard with the meanings
specified.

AASB 124 14 STANDARD



Close members of the family of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the
entity. They may include:

(a) the individual’s domestic partner and children;
(b) children of the individual’s domestic partner; and

(c) dependants of the individual or the individual’s
domestic partner.

Compensation includes all employee benefits (as defined in
AASB 119 Employee Benefits) including employee benefits
to which AASB 2 Share-based Payment applies. Employee
benefits 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:

(@) 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, post-employment 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.
Control is the power to govern the financial and operating

policies of an entity so as to obtain benefits from its
activities.
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Joint control is the contractually agreed sharing of control over
an economic activity.

Key management personnel are 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.

Related party — a party is related to an entity if:

(@)

(b)

(©)

(d)

(€)

()

(¢))

directly, or indirectly through one or more
intermediaries, the party:

(i)  controls, is controlled by, or is under common
control with, the entity (this includes parents,
subsidiaries and fellow subsidiaries);

(i) has an interest in the entity that gives it
significant influence over the entity; or

(iii) has joint control over the entity;

the party is an associate (as defined in AASB 128
Investments in Associates) of the entity;

the party is a joint venture in which the entity is a
venturer (see AASB 131 Interests in Joint Ventures);

the party is a member of the key management
personnel of the entity or its parent;

the party is a close member of the family of any
individual referred to in (a) or (d);

the party is an entity that is controlled, jointly
controlled or significantly influenced by, or for which
significant voting power in such entity resides with,
directly or indirectly, any individual referred to in (d)
or (e); or

the party is a post-employment benefit plan for the
benefit of employees of the entity, or of any entity that
is a related party of the entity.

A related party transaction is a transfer of resources, services or
obligations between related parties, regardless of whether a
price is charged.

AASB 124
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Significant influence is the power to participate in the financial
and operating policy decisions of an entity, but is not control
over those policies. Significant influence may be gained by
share ownership, statute or agreement.

Aus 9.1 The following terms are also used in this Standard with the
meaning specified.

Director means:

(a) aperson who, regardless of the name that is
given to the position, is appointed:

(i)  tothe position of a director; or

(if)  to the position of an alternate director and
is acting in that capacity; or

(iii)  in the case of entities governed by bodies
not called a board of directors, to the
position of member of the governing body,
council, commission or authority;

(b) unless the contrary intention appears, a person
who is not validly appointed as a director if:

(i)  the person acts in the position of a
director; or

(ii)  the directors of the entity are accustomed
to act in accordance with the person’s
instructions or wishes (except where the
directors act on advice given by the
person in the proper performance of
functions attaching to the person’s
professional capacity, or the person’s
business relationship with the directors or
the entity).

Disclosing entity is defined in the Corporations Act.

Executive means a person who is directly accountable and
responsible for the strategic direction and operational
management of the entity.

Former key management personnel means a person who was
a specified director or specified executive in the
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Aus9.2

Aus9.3

immediately preceding reporting period but is not
specified in the current reporting period.

Specified director means a person who was, at any time
during the reporting period, a director of the entity
required to prepare the financial report.

Specified executive means one of the five or more executives
who:

(@) have the greatest authority for managing the
consolidated group or, where there are no
subsidiaries, the entity required to prepare the
financial report;

(b) are employed at any time during the reporting
period by the entity or any of its subsidiaries;
and

(c) are not specified directors.

For the purposes of this Standard, the key management
personnel comprise the specified directors and at least five
specified executives.

Former specified directors and specified executives of an entity
are not included in the key management personnel group for this
period. They are treated as an additional, separate class of
related parties.

10. In considering each possible related party relationship, attention is
directed to the substance of the relationship and not merely the legal

form.

11.  In the context of this Standard, the following are not necessarily related
parties:

(@)

(b)

(©)

AASB 124

two entities simply because they have a director or other
member of key management personnel in common,
notwithstanding (d) and (f) in the definition of ‘related party’;

two venturers simply because they share joint control over a
joint venture;

(i)  providers of finance,

(i)  trade unions,
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(iii)  public utilities, and
(iv) government departments and agencies,

simply by virtue of their normal dealings with an entity (even
though they may affect the freedom of action of an entity or
participate in its decision-making process); and

(d) acustomer, supplier, franchisor, distributor or general agent with
whom an entity transacts a significant volume of business,
merely by virtue of the resulting economic dependence.

Disclosure

12.

Relationships between parents and subsidiaries shall be disclosed
irrespective of whether there have been transactions between those
related parties. An entity shall disclose the name of the entity’s
parent and, if different, the ultimate controlling party. If neither
the entity’s parent nor the ultimate controlling party produces
financial reports available for public use, the name of the next
most senior parent that does so shall also be disclosed.

Ausl2.1  When any of the parent entities and/or ultimate controlling

13.

14.

15.

parties named in accordance with paragraph 12 is
incorporated or otherwise constituted outside Australia, an
entity shall:

(a) identify which of those entities is incorporated overseas
and where; and

(b) disclose the name of the ultimate controlling entity
incorporated within Australia.

To enable users of financial reports to form a view about the effects of
related party relationships on an entity, it is appropriate to disclose the
related party relationship when control exists, irrespective of whether
there have been transactions between the related parties.

The identification of related party relationships between parents and
subsidiaries is in addition to the disclosure requirements in AASB 127,
AASB 128 and AASB 131, which require an appropriate listing and
description of significant investments in subsidiaries, associates and
jointly controlled entities.

When neither the entity’s parent nor the ultimate controlling party
produces financial reports available for public use, the entity discloses
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the name of the next most senior parent that does so. The next most
senior parent is the first parent in the group above the immediate parent
that produces consolidated financial statements available for public
use.

16. An entity shall disclose key management personnel compensation
in total and for each of the following categories:

(@) short-term employee benefits;
(b) post-employment benefits;
(c) other long-term benefits;

(d) termination benefits; and

(e) share-based payment.

Ausl6.1  An entity shall disclose the names of the specified directors
for the reporting period and, where a director has not
occupied this position for the entire period, the date of
appointment or resignation as appropriate.

17.  If there have been transactions between related parties, an entity
shall disclose the nature of the related party relationship as well as
information about the transactions and outstanding balances
necessary for an understanding of the potential effect of the
relationship on the financial statements. These disclosure
requirements are in addition to the requirements in paragraph 16
to disclose key management personnel compensation. Ata
minimum, disclosures shall include:

(@) the amount of the transactions;
(b) the amount of outstanding balances and:

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

(i)  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.
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18. The disclosures required by paragraph 17 shall be made
separately for each of the following categories:

(@) 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;

()  key management personnel of the entity or its parent; and
(g) other related parties.

Ausl8.1  When there exist transactions or balances with former key
management personnel that would otherwise be included in
the aggregates disclosed in respect of category (g),
paragraph 18, an entity shall make separate disclosures in
respect of those former key management personnel.

Ausl8.2 In respect of disclosing entities, category (f), paragraph 18,
comprises the key management personnel only of the (external)
parent of the disclosing entity, and does not include those key
management personnel about whom disclosures are made in
accordance with AASB 1046. Likewise, entities related to the
key management personnel of the disclosing entity (clauses (e)
and (f) of the definition of related party in paragraph 9) are
excluded from disclosures under category (g), paragraph 18.

19.  The classification of amounts payable to, and receivable from, related
parties in the different categories as required in paragraph 18 is an
extension of the disclosure requirement in AASB 101 Presentation of
Financial Statements for information to be presented either on the
balance sheet or in the notes. The categories are extended to provide a
more comprehensive analysis of related party balances and apply to
related party transactions.

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

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

(b)  purchases or sales of property and other assets;
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©)
(d)
e)
(f)
(9)

(h)
(i)

rendering or receiving of services;
leases;

transfers of research and development;
transfers under licence agreements;

transfers under finance arrangements (including loans and equity
contributions in cash or in kind);

provision of guarantees or collateral; and

settlement of liabilities on behalf of the entity or by the entity on
behalf of another party.

21. 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.

22. 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 entity.

Effective Date of IAS 24
23. [Deleted by the AASB]

Withdrawal of 1AS 24 (reformatted 1994)
24. [Deleted by the AASB]

AASB 124
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DIFFERENCES BETWEEN
AASB 124 AND AASB 1017

This analysis of differences accompanies, but is not part of, AASB 124.

This section identifies the differences between AASB 1017 Related Party
Disclosures and AASB 124 Related Party Disclosure under the following
headings.

A:  Incompatibilities between AASB 1017 and AASB 124
B: AASB 1017 disclosures are more detailed or extensive
C: AASB 124 disclosures are more detailed or extensive

The analysis of differences should not be taken as providing an exhaustive
list of differences. It does not address differences between this Standard and
AAS 22 Related Party Disclosures.

Introduction

AASB 124.9 defines a related party and paragraphs Aus9.1 to 11 comment
on the related party relationships covered by the Standard. AASB 1017.9.1
to 9.1.14 include a definition of related parties and supporting commentary.
In broad terms, both AASB 124 and AASB 1017:

. identify related parties based on relationships resulting from control
and significant influence, such as relationships between parent entities
and subsidiaries, investors and associates, and between sibling
subsidiaries;

. identify certain types of individuals involved in managing the entity,
such as directors and close members of their families, as related
parties; and

. deem certain parties not to be related parties, such as financial
institutions, trade unions and government bodies in relation to their
normal dealings with the entity.

However, the detail of the definitions and associated commentary differs:
AASB 124 identifies some related parties that would not be related parties
under AASB 1017 and vice versa. Due to the significance of the definition
of related party, key differences between the definitions in AASB 124 and
AASB 1017 are identified as incompatibilities. Further, this analysis in
sections B and C identifies only the most obvious differences in disclosure
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that would result from these different definitions because most of the
differences are pervasive in nature.

The comparison of AASB 124 and AASB 1017 is further complicated by the
fact that disclosing entities, previously subject to AASB 1017, are now
required to comply with AASB 1046 Director and Executive Disclosures by
Disclosing Entities and AASB 1046 differs considerably from both

AASB 124 and AASB 1017.

Differences

A. Incompatibilities
Al Definition of related party — directors and executives

AASB 1017 includes directors as related parties but does not include
executives. AASB 124 limits directors to be specified directors and adds
specified executives to the key management personnel group.

A2 Definition of related party — directors and key management
personnel of related entities

Unlike AASB 124, AASB 1017.9.1(g) specifically identifies as related
parties directors of an entity that is itself a related party and any of their
director-related entities. AASB 124 includes directors in the key
management personnel group but includes as related parties, only key
management personnel of the parent, not of every related entity. For
example, a director of an entity significantly influenced by the reporting
entity would be a related party of the reporting entity under AASB 1017, but
not under AASB 124.

A3 Definition of related party — additional categories

AASB 124 includes as related parties post-employment benefit plans for the
benefit of employees of the entity or any related entity and identifies former
key management personnel (from the preceding year) as a category of related
party requiring separate disclosure. Neither of these two groups would be
classified as a related party under AASB 1017.

A4 Definition of related party — key management personnel and
their relatives or ‘close family members’

In addition to identifying directors as related parties, AASB 1017.9.1
includes the relatives of directors and director-related entities as related
parties. It uses the same (broad) definition of relative as in the Corporations
Act 2001. AASB 124 refers to a broader group (key management personnel)

AASB 124 24 DIFFERENCES



than the directors in AASB 1017. However, the extension of this group is
through ‘close family members’, which is a much smaller group than that
comprising the relatives of an individual.

A5 Key management personnel — remuneration and other
disclosures

AASB 1017.4.2 requires disclosure of the number of individual directors
whose total remuneration falls within bands of $10,000 in respect of the
parent and the consolidated group and the aggregate amount of remuneration
for the parent and the group. AASB 1017 also requires disclosure of
transactions with directors in the areas of retirement benefits (paragraphs 4.7
to 4.9), loans (paragraphs 4.10 to 4.14), shares, units, options and other
equity instruments (paragraphs 4.15 and 4.16), and other transactions
(paragraphs 4.17 to 4.19). Except for retirement benefits, the amounts
include director-related entities.

AASB 124 does not require remuneration for key management personnel to
be disclosed on banded (individual) basis, but it does require that aggregate
remuneration be split into the five nominated components. It does not
require disclosure (whether aggregated or for individuals) for non-
remuneration balances or transactions with the key management personnel of
the entity. However, these individuals are included with the key management
personnel of the (external) parent of the entity to constitute a category of
related party (AASB 124.18(f)), subject to the same disclosures as any other
category of related party.

This category, AASB 124.18(f), does not include close family members (of
either its own or its parent’s key management personnel) or other parties
related to the entity through them (under (f) in the definition of related party).
These related parties are included in the category ‘other related parties’
(AASB 124.18(q)).

B. AASB 1017 disclosures are more detailed or extensive
B.1 Wholly-owned group disclosures

Section 5 of AASB 1017 requires disclosures concerning amounts arising
from transactions with related parties in the wholly-owned group, these
requirements being less onerous than for other related parties.

AASB 1017.5.3 provides an exemption from disclosure in consolidated
financial reports for transactions that have been eliminated on consolidation
but no exemption from disclosure in the parent or sibling entity accounts.
AASB 124 does not require a similar segregation of disclosures based on
whether the related entity is inside or outside the wholly-owned group which
includes the reporting entity as parent or subsidiary.
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B.2 Disclosures — related parties other than directors

Both AASB 124 and AASB 1017 require disclosure of provisions for
doubtful debts and the associated expense during the year. AASB 1017.6.4
also requires separate disclosure of interest revenue, dividend revenue and
interest expense. In respect of year-end balances owing to and from related
parties, AASB 1017 requires these to be split into current and non-current
and that non-trade debts be separately identified for three categories of
related party.

AASB 1017.6.4(e) requires disclosure of the percentage of equity held in
each related entity, by class of equity instrument. There is no explicit
requirement in AASB 124 corresponding to this.

C. AASB 124 disclosures are more detailed or extensive
C1 Aggregation by category of related party

Both AASB 124 and AASB 1017 permit aggregation of amounts to be
disclosed for many different related parties. However, AASB 124 is more
specific as to the level of aggregation permitted and specifically identifies, in

paragraph 18, seven categories of related party for which separate disclosure
is required.
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