
 IESBA Meeting (October 2014) Agenda Item 
  4-E 

Review of Part C of the Code 

Phase 2 of the Project – Inducements 

1. The Part C project proposal is divided into two phases. Phase 1 is addressed in Agenda Items 4-A - 
4-D. Phase 2 addresses Section 350 (Inducements).  

2. Section 350 concerns PAIBs receiving offers and making offers. Facilitation payments and bribes 
are a challenging and perennial problem area for PAIBs, especially in the context of an international 
code of ethics and for organizations operating across jurisdictional and cultural boundaries. The 
description of an inducement in paragraph 350.1 is wide ranging but does not refer to important 
aspects such as “facilitation payments” or bribery. While most legislation is believed to focus on 
inappropriate payments, Section 350 is focused on “receiving offers.” “Making offers” has less 
prominence in Section 350. Section 350 prohibits a PAIB from offering an inducement. However, 
the Code does not currently address the situation of the PAIB who becomes aware of a bribe made 
by others. Although the section on receiving offers lists safeguards, a PAIB is thought to be more 
likely to encounter the making of offers.  

3. Consideration should therefore be given to whether additional guidance could be provided to assist 
the PAIB when encountering the potential for “making offers” within the employing organization. 
Consideration should also be given to how this might overlap with the NOCLAR project, i.e., offers 
that have been made already or appear to have been made already.   

4. Consideration should also be given to whether additional guidance that recognizes the diversity of 
cultures would be helpful to PAIBs working across cultures and jurisdictions. The Task Force 
recognizes that the threat posed may be greater in different cultures, but is also aware that flexible 
standards contained within the Code are not appropriate. Is it possible that this can be dealt with 
via suitable definitions of gifts, inducements, and bribes? 

5. The Task Force is at a very early stage of discussion about Section 350, but will have proceeded 
further by the time of the next Board meeting. To expedite the Task Force’s research into 
inducements and to provide a global perspective, the Board is asked to provide advice and 
information on the following matters. 

Matters for Consideration 

1. Do Members know of useful sources of information or policy about how Inducements have been 
addressed? 

2. The Task Force recognizes the importance of having a standard that is sensitive to cultural 
differences. Do Members have any views as to whether the Task Force should look for a way to 
explicitly address, or at least to acknowledge, cultural differences as they relate to Inducements 
without producing a flexible standard? 
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