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How to Build a Strong Gifts, Entertainment & 
Hospitality Program 

By: Michael Volkov 

In global companies, compliance professionals have been devoting significant time and resources 
to third-party risk management, while ignoring potential risks involving business gifts, meals, 
entertainment, travel, and hospitality (“GMETH”) expenses, also referred to as business 
courtesies. This should not be the case.  In a number of major enforcement actions, the Justice 
Department and the Securities and Exchange Commission have focused on improper GMETH 
expenditures used to advance corrupt bribery schemes.  The good news for compliance 
professionals is that recent technology advancements offers the promise to streamline and 
simplify GMETH management like never before. 

Technology solutions are now available to ensure proper monitoring and oversight of GMETH 
expenditures and adherence to GMETH policies and procedures, while at the same time creating 
a verifiable record of such expenses and approvals.  Unlike third party risk where I still see much 
uncertainty, largely stemming from the difficulty in getting complete information from far flung 
countries, the GMETH software solutions I have tested offer definite improvements and 
reductions in day-to-day fraud and corruption risks involved in GMETH activities.  These solutions 
are quickly simplifying and improving compliance in this area. 

Every compliance professional knows the “business purpose rule” and can attach buzzwords such 
as “reasonable,” “not lavish,” or “modest value.” But like everything in compliance, the monetary 
values and approval requirements set are where the rubber meets the road – where, as the DOJ 
and SEC like to say, a program is “operationalized.” 

This article focuses on how to design GMETH policies and procedures to allow a compliance 
department to easily audit and monitor compliance with such policies and procedures and to 
mine that data for red flags.  In the past, this was a time-consuming process requiring close 
manual review of GMETH expense forms and chasing down approvals.  Today, compliance 
departments have the opportunity to leverage technology to automatically oversee GMETH 
compliance.  I’ve recently worked with a company which has taken GMETH oversight to the next 
level, MyComplianceOffice.  Their solution also includes a simple means by which to require and 
provide preapproval for most GMETH expenses – again, without slowing down business. 
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FCPA Enforcement and GMETH Expenses 
The FCPA prohibits the payment of bribes, not the use of GMETH expenses to conduct business 
effectively and politely.  The DOJ and SEC’s Resource Guide to the U.S. Foreign Corrupt Practices 
Act (“Resource Guide’) gives us the following introduction: 

A small gift or token of esteem or gratitude is often an appropriate way for 
business people to display respect for each other. Some hallmarks of 
appropriate giving are when the gift is given openly and transparently, properly 
recorded in the giver’s books and records, provided only to reflect esteem or 
gratitude, and permitted under local law. 

This is a soft standard – each of these words can be interpreted in different directions and, as 
many of you are familiar with, will be interpreted differently by each person in your sales 
department.  The Resource Guide also provides some examples of GMETH expenses that have 
resulted in enforcement actions: 

• A $12,000 birthday trip for a Mexican decision maker that included dinners and visits to 
wineries 

• $10,000 spent on dinners, drinks, and entertainment for a government official 

• A sightseeing trip to Italy for eight Iraqi government officials that included $1,000 in 
“pocket money” for each official 

• A chauffeur-driven trip around Paris for a government official and his wife 

These examples are egregious.  For a compliance professional, the challenge is to provide your 
sales people with the examples that fall in the middle, to provide information that will help them 
make the close-call decisions confidently. 

 

The Promise of Pre-Approval 
I find the ability to set up simple and efficient pre-approval procedures as perhaps the most 
promising aspect of GMETH software solutions.  In the past, GMETH expense oversight has been 
almost purely reactive.  Approvals came after the fact and compliance departments were often 
in the position of running to keep up with the pace of business. 

Software solutions make it easier to request and provide pre-approval for GMETH expenditures 
by creating simple lines of communication.  This benefits many stakeholders: 

• Employees benefit from knowing ahead of time that their manager has approved a 
particular GMETH expense, reducing uncertainty and improving connection with their 
managers. 

• Managers benefit from increased transparency into what their employees are doing in 
real-time. 
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• Compliance benefits from being able to set up an ideal situation – where all GMETH 
expenses require pre-approval (except for the “no brainers” of course). 

• Finance benefits from streamlined approvals processes and paperwork reduction. 

Before software could facilitate the request and approval process it was simply too time 
consuming and impractical to require pre-approval for most transactions.  Now, with software 
like MyComplianceOffice’s platform, it is more than possible, it is easy. 

 

 

 

 

Aggregate Expense Tracking 
One of the most important GMETH oversight areas are aggregate expenses spent on a single 
company or individual.  In the past, this has been difficult to track, often requiring manual 
comparison of GMETH recipients from month to month.  GMETH software solutions are able to 
consolidate this information and track it with little manual intervention.  While many of my clients 
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have monetary thresholds for approval and pre-approval, very few have taken the next step and 
tracked expenses over time.  This closes a loophole, many smaller expenses to the same recipient, 
that is present in many GMETH tracking systems today. 

 

Transitioning Corrupt Intent into Clear Policies 
The easiest way to explain the difference between a legal and a corrupt gift or hospitality expense 
is to focus on intent. If a GMETH expense was made with an improper purpose, then it is a bribe, 
not a business courtesy.  But, it is very difficult to figure out a simple, quick method for an 
employee to explain the intent of a particular GMETH expense.  No one likes paperwork and, as 
anyone who has ever completed and submitted forms knows, filling out complex expense reports 
is a burden. 

One of the jobs of a compliance department is to figure out how to provide clear, easy-to-follow 
procedures to ensure that GMETH expenses are not being misused for corrupt purposes.  There 
are a few standard metrics that can be used as evidence of “intent” that can be collected quickly 
and easily.  Your GMETH policy should require the submitting employee to provide certain 
standard information to support a request for reimbursement. 

These elements are where the “rubber meets the road.”  These are metrics that you can collect 
that will give you the information to ensure that your GMETH policy is being followed. 

Amount Spent and the Basics 
Amount spent is the most basic element – a reasonable, standard cost indicates the 
expense will be (or was) also reasonable and standard.  To back this up, you also collect 
the date, where money was spent, and a copy of the receipt. 

Recipient(s) 
You want to require that the employee make a record of who attended (if a meal or 
entertainment) or who the recipient of the GMETH expense was.  This information also 
allows you to identify circumstances where one person is receiving repeated GMETH 
expenses.  For example, if the same government official is being taken out for dinner every 
week it is less likely to have a legitimate business purpose. 

Is the Recipient a Government Official? 
This question requests a simple yes or no response from the employee submitting the 
GMETH expense.  While an employee may not be aware of a GMETH recipient’s former 
status, this question captures the knowledge of the employee giving the GMETH expense 
and therefore helps show the employees intent. 
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Purpose of Expense 
Was the expense provided in relation to a product demonstration?  To build a new 
relationship? On a sales call for an existing customer?  By breaking this area down into 
specific categories, you can capture the business purpose of a GMETH expense and allow 
an employee to simply check off one of the available options. 

Approvals Obtained 
Your GMETH policy may require pre-approval or elevated approval for some expenses.  
Your GMETH reimbursement procedures must have a means to verify this has been 
obtained prior to reimbursement. 

 

Global vs. Local Policies  
Conducting business internationally is complex.  Cultural traditions of what is polite and 
appropriate business practices differ widely throughout the world.  How do your employees 
know when something is “reasonable?” How do your monitoring mechanisms manage to track 
and evaluate monetary thresholds that differ between regions, countries, and, sometimes, even 
cities? 

Companies approach this in two different ways.  First, a company can set a global limit and 
address specific countries who require deviations where appropriate.  This is most often 
appropriate for companies doing business in only a few countries around the globe.  Second, a 
company can set a global policy but allow the specific monetary threshold to be set locally to 
reflect local customs and cost of living levels.  This is most often appropriate for companies with 
on-the-ground operations in many different countries. 

Software solutions allow this type of information to be easily built into the approval and 
reimbursement request process. 

 

Overseeing GMETH Expenses 
Software GMETH solutions also automatically collect the data while an employee is submitting a 
GMETH expense and apply rules from your GMETH to identify red flags.  For example, lack of a 
pre-approval for an expense that exceeded a certain threshold or involved a government official.  
Or repeated expenses for the same recipient that total more than the threshold limit. 

Software vendors will use your GMETH policies to build rules and evaluation factors which all 
GMETH expenses can be subject to, automatically. 
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Leveraging Data Collected 
Information about non-compliance with a GMETH policy may not be concerning when it happens 
occasionally, but repeated red flags from the same person or in the same geographic area 
indicate a problem.  Patterns such as these used to be extremely time consuming to spot, 
requiring large volumes of manual data processing.  Automating your GMETH oversight system 
allows you to spot these patterns quickly. 

 

Simplify Administration for Everyone 
While I am excited about the prospects GMETH management software holds for corruption 
identification and prevention, I am also confident that other business functions will be equally as 
excited about the time saving aspects.  Finance will receive complete GMETH reimbursement 
requests that have all the information they need.  Sales and other employees with GMETH 
expenses will appreciate the ability to simplify the expense report submission process.  And 
finally, managers will appreciate the simplification of approval processes, receiving electronic 
messages requesting their review instead of managing emails or paper reports. 

These are the obvious advantages of GMETH management software, but for the compliance 
department it also creates many opportunities.  Overall, GMETH management software will 
improve the quality of GMETH oversight within a compliance department while also satisfying 
the business as a whole. 

 

For more information visit MyComplianceOffice.com 
 

Or contact advance@mycomplianceoffice.com 
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