Appendix 1

Flowchart: Inducements Offered by or to a Professional Accountant

This flowchart describes how a professional accountant (PA) should address threats to
compliance with the fundamental principles in relation to the offering or accepting of an

inducement

An inducement is an
object, situation or action that is used as a means
to influence ancther individuals behavior

(250.4 A1; 340.4 A1)

Iz the offering
or accepting of the
inducement prohibited by
laws and
ragulations?

Yes———w

Mo
¥

Comply with the relevant laws and
requlations (R250.5; R340.5)

This may include a range of actions in
addition to not offering or accepting the
inducament, such as reporting to relevant
regqulators

A PA iz prohibited from offering or accepting, or encouraging others to offer or accept, an inducement that is made
with intent to impropery influence behavior (This may include encouraging others (o offer or accept an inducement
that is prohibited by laws and regulations if this is not already an action prohibited by such laws and regulations)

An inducement will impropedy influence behavior if it causes an individual to act in an unethical matter

(250.9 A1; 340.9 A1)

Intent can be either actual or perceived. Uss the RITF test to determine perceived intent
(R250.7-R250.8; R340.7-R340.8)

See list of relevant factors when detearmining intent (250.9 A3; 340.9 A3)

Was the
inducement made with

intent to improperly
influence behavior?

Yeg———w

Prohibited from offering, accepting, or
encouraging others to offer or accept, the
inducemeant
(R250.7-R250.8; R340.7-R340.8)

No

If re improper intent, apply the conceptual framework
(Section 120) to identify, evaluate and address any threats
to eompliance with the FPs created
(120, 250.11 A1- 250.11 A6; 340.11 A1- 340.11 AB)

If the: inducement is trivial and inconsequential, the threat
created will be at an acceptable level
(250.11 A2; 340.11 A2)

Ewven if the prohibitions are complied with,
apply the conceptual framework (Section
120) to identify, evaluate and address any
threats to comgliance with the FPs created
as a rasult of being aware of the offer
(120, 250.10 A1 = 25010 A2;
340.10 A1-340.10 AZ)
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