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EXPLORING THE IESBA CODE
Installment 7: Inducements,
Including Gifts and Hospitality
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* Inducements are defined in the IESBA Code as "anything used to influence the behaviour
of another individual." At times, this influence occurs naturally as a result of commercial
relationship development, but at other times, the incentive is intended to improperly
encourage someone to act unethically. Inducements can range from conventional
business partners' hospitality to illicit behaviours such as bribery.

* While we frequently relate inducements with a cash reward,
they can also include offers of preferential treatment or even
appeals to friendship or loyalty.

* Forinstance, a client may offer a job to a PA's spouse. If there is
an actual or perceived intent to improperly influence behavior,
the PA is required to advise the family member not to offer or
accept the inducement.

* Even if an inducement does not violate local laws or regulations, PAs cannot offer or
accept one to unlawfully influence behaviour and cause someone to act unethically
(whether the recipient or another). This would violate the PA's need for integrity. Similarly,
PAs must stop encouraging others to provide or accept improper inducements.

¢ Sometimes, even when the intention of the offer is
benign (e.g., there is no actual or perceived unlawful
purpose to influence the conduct), it is crucial not to
lose sight of the fact that compliance with the
Fundamental Principles may still be threatened (e.g.,
the professional accountant's objectivity may be
threatened by self-interest)
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PAs must exercise professional judgment and analyze the circumstances from a
reasonable and informed third party's perspective to decide if an attempt to influence
behavior improperly is occurring or perceived. Among the pertinent questions to ask are
the following:

* What are the roles and responsibilities of the individuals involved?
* What is the timing of any influencing activity or decision?

* s it focused solely on the decision-maker, or is it intended to be shared with a larger
group?

* How much is the gift, hospitality, or other inducements worth?

* Isit presented openly or in secret?

For threats that are deemed too high to be at an acceptable level, safeguards might
include:

a) documenting the gifts in the engagement file to maintain complete transparency;

b) properly disclosing the donation to a senior executive of the firm or to the individual
proposing the enticement;

c) Donating the inducement to charity after receipt and appropriately disclosing the
donation, for example, to those charged with governance or the individual who
offered the inducement;

d) Reimbursing the cost of the inducement, such as hospitality, received,;

e) As soon as possible, return the inducement, such as a gift after it was initially
accepted.
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* When you apply the content in our videos and publications as a reference, you need to:

v" check the information contained therein, whether it’s up-to-date, accurate and
complete, and

v seek your independent professional advice because the scope and extent involved
in each case are different.

For further consultation, please contact:

Chin Chee Seng
Partner

+6012 365 4331
cschin@ccs-co.com

Wong Woei Teng
Audit Partner

+6017 237 8233
woeiteng@ccs-co.com

Jared Low
Assurance Director
+6018 763 4813
jared@ccs-co.com
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