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[Changes shown in mark-up are to the Agenda Paper presented at the second session of the
March 2017 IESBA meeting and based on feedback received from the IESBA at that session]

Part 2 - PROFESSIONAL ACCOUNTANTS IN BUSINESS

Section 250, Inducements, including Gifts and Hospitality

Introduction

250.1

250.2

250.3

Professional accountants are required to comply with the fundamental principles and apply the
conceptual framework set out in Section 120 to identify, evaluate and address threats.

The offering or accepting of inducements might create a self-interest, familiarity or intimidation
threat to compliance with the fundamental principles, especially the principles of integrity,
objectivity and professional behavior.

Section 250 sets outfeeuses-on requirements and application material relevant to applying the
conceptual framework in relation to the offering or accepting of inducements whiehthat does
not constitute non-compliance with laws and regulations. However, this section also explieitly
requires a professional accountant to comply with relevant laws and regulations when offering
or accepting inducements.

Requirements and Application Material

General

250.4 Al

An inducement is an object, situation, or action that is used as a means to influence another
individual's behavior, but not necessarily with an -impreper-intent_to improperly influence that
individual. Inducements can range from minor acts of hospitality between business colleagues
to non-compliance with laws and regulations. -anrd-An inducement can take many different
forms, for example:

. Gifts.

. Hospitality.

. Entertainment.

o Political or charitable donations.

. Appeals to friendship and loyalty.

) Employment opportunities.
o Preferential treatment.
. Facilitation payments.
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Inducements Prohibited by Laws and Requlations

In many jurisdictions, there are laws and regulations concerned with bribery and corruption that

prohibit the offering or accepting of inducements in certain circumstances.there-are-legal-or
regulatory-provisions-governing-bribery-and-corruption Where tthe professional accountant

encounters such circumstances, the accountant shall obtain an understanding of the relevant
provisions laws and regulations and comply with them.

Application-of the ConceptualFramework-to-Inducements Not Prohibited by Laws and Requlations

250.6 A1

The offering or accepting of itnducements that are not ilegal-prohibited by laws and requlations
might still create threats to compliance with the fundamental principles.

Inducements with Intent to Improperly Influence Behavior

R250.7

R250.8

A professional accountant shall not offer, or encourage others to offer, any inducement that is
made, or which the accountant believes a reasonable and informed third party would be likely
to conclude is made, with the intent efto improperly influenceing the recipient’s behavior.

A professional accountant shall not accept, or encourage others to accept, any inducement
that the accountant has reason to believe is made, or believes a reasonable and informed third
party would be likely to conclude is made, with the intent ofto improperly influenceing the
recipient’s behavioraceeuntant.

fenewme—factors to_consider in_determining whether there is actual or percewed intent to

improperly influence behavior include:

»—The naturevalde, frequency and valuenature of the inducement.

o Fhefrequency-ofthe-inducements:

. Whether there is an special occasion that has given rise to the inducements, for example,
whether it is customary practice in relation to a religious holiday or wedding.

o Whether the inducement is an ancillaryintegral part of a professional activity, for example
accepting a-werking-lunch in connection with a business meeting.

. Whether the offer of the inducement is limited to the individual recipient or available to a
broader group. The broader group might be internal or external to the employing

organlzatlon such as other customers or vendors—l;e+Leaeac|cm9Jre—t+he—|94£efessqe%hl
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. The roles and positions of the individuals offering eraccepting-the inducements_and
individuals to whom the offer is made.

. Whether the professional accountant knows, or has reason to believe, that accepting
anthe inducement would breach the policies and procedures of the counterparty’s
employing organization.

Applying the Conceptual Framework Where There is No Intent to Improperly Influence Behavior
entifvi |
R250.110 A1 Unless an inducement is trivial and inconsequential, the requirements and application

material set out in the conceptual framework apply when Where-thea professional accountant
believes that-there is no actual or perceived intent to improperly influence behavior—the

250.11 A1 The following are examples of facts and circumstances in which threats might be created from
offering or accepting an inducement:

. Aa professional accountant accepts hospitality from a vendor during a
procurement process.

. Aa professional accountant regularly offers complimentary tickets to attend
sporting events to a customer or supplier.

c)  256-31-A3—Intimidation threats—to—the—fundamental—principles—of —objectivity—and

. Aa professional accountant accepts hospitality that would be perceived to be
inappropriate were it to be publically disclosed.

Snlundine Thenoie
250.112 A21 The factors that are relevant in to-evaldyate-whether-there-is—actual-er-perceived-intentin
paragraph-250-10-Al-are-alsorelevant-when-evaluating the level of any threats created by

offering or accepting an inducement are the same as the factors that are relevant in determining
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whether there is actual or perceived intent to improperly influence behavior, as set out in
paragraph 250.9 Al.

250.113 A32 Examples of actions that might be safeguards to address threats created by offering or
accepting an inducement include:

. Registering the inducement, whether offered;_or accepted-erdeclined, in a log monitored
by senior management or those charged with governance to-ensurefor the purposes of
transparency.

. Having an appropriate individual, who is not otherwise involved in the professional

activity, perform-a-secondary-review ef-any work performed or decisions made by the
professional accountant with respect to the individual or organization from which the
accountant accepted the inducement.

. Donating the inducement to charity after receipt and appropriately disclosing the
donation, for example to those charged with governance or the individual who offereding
the inducement.

250.113 A42 An example—of-an—action that might addresseliminate threats created by offering or
accepting an inducement is transferring responsibility for any business-related decision
involving the counterparty to another individual who the professional accountant has no reason
to believe would be, or would perceived to be, improperly influenced in making the decision.

Immediate or Close Family Members

R250.125 A professional accountant shall remain alert to potential threats to the accountant’'s compliance
with the fundamental principles arising from an inducement being_offered:

(a) ByOffered-by the-accountantsan immediate or close family members_of the accountant
to a counterparty with whom the accountant has a professional relationship; or-

(b) Aceepted—by—the—aceountant'sTo an immediate or close family members_of the

accountant from a counterparty with whom the accountant has a professional
relationship.

Inducements with Intent to Improperly Influence Behavior

R250.136 Where the professmnal accountant 45—awam—ef—sueh—pe&en%+al—tkweats—the—aeeeemt&nt—shau

aeeeun{an%has reason to believe that there is intent to improperly influence the behavior of the

accountant or the counterparty, or that a reasonable and informed third party would be likely to
conclude such intent exists,-an-actual-or-a-perceived-intent-to-impropery-influence-behavior
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exists-the accountant shall advise the immediate or close family member not to offer or accept
the inducement.

250.136 A12 The factors set out in paragraph 250.9 Al are relevant in determining whether there is

actual or perceived intent to improperly influence the recipient’s behavior. ia additionto-the

o ot o A-B araph 0-10-Al -anothe or-th elevant-in-ey na-whethe
’

there-exists-an-actual-or-perceived-intent-A further factor that is relevant is the nature of the

relationship, between:

(a) The professional accountant and the immediate or close family member;

(b) The immediate or close family member and the counterparty offering-eraccepting the
inducement_or to whom the inducement is being offered; and

(c) The professienal-accountant and the counterparty offering eraceepting-the inducement
or to whom the inducement is being offered.

For example, the offer of employment, outside of the normal recruitment process, to an
immediate family member by a counterparty with whom the accountant is negotiating a
significant contract might indicate such intent.

Applying the Conceptual Framework in Other Circumstances

250.164 A13__ Unless the inducement is trivial and inconsequential, t¥he application material in
paragraphs 250.10% Al to 250.113 A42 is relevant for the purposes of identifying, evaluating
and addressing threats where:

(a) The immediate or close family member offers or accepts the inducement contrary to the
advice of the professional accountant in accordance with R250.13; or

(b) The accountant does not have reason to believe an actual or perceived intent to
improperly influence the behavior of the accountant or the counterparty exists.

250.14 A2 in—addition,—theRelevant factors to consider in evaluating the level of threats in these
circumstances include the nature of the relationships referred to set-eutin paragraph 250.136
Al2-is-also-relevant.
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Other Considerations

250.1715 A1  If a professional accountant encounters or is made aware of inducements that might result
in non-compliance or suspected non-compliance with laws and regulations by other individuals
working for or under the direction of the employing organization, Section 260 is also relevant.

250.1715 A2 A professional accountant might also face pressure to offer or accept inducements that
might create threats (for example, intimidation threats) to compliance with the fundamental
principles. In such situations, Section 270 is also relevant.

250.1715 A3  If a professional accountant aceeptsis offered an inducement frem-by the employing
organization relating to financial interests, compensation and incentives linked to performance,
Section 240 is also relevant.
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