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Best Industry Practices

When pipeline companies deal with contractors and
vendors and when it comes to accepting gifts, dining &
entertainment, etce

x What types of conflict of interest issues arise?

x What are best practices for dealing with them?




Overview

x Define Conflict of Interest
x Show a Few Examples
X Examine Policy Approaches

x Review Various Means to Avoid and/or Address
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Law & Ethics
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n e

BLACK’S
LAW
DICTIONARY

One Legal Definition: Bl ack 0s L a
Dictionary defilnes n
as follows:

NA real or seeming I
bet ween oned0s privat
oneodos public or fi1du
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ne NContf

NA conflict of 1 nterest
accepts employment when a reasonable
probability exists that

financial, business, property, or personal

Interests may affect any professional

judgment, decisions, or practices exercised

on behalf of the client
Tex. Adm. Code § 137.57(d).
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Define AConf | i

Code Version: nwhen the private 1 nt
employee, officer or director interferes (or even appears
to interfere) 1 n any way wit

advance the |l egitimate 1 nter




ne NCont

Business Development: fnempl oyees sha
meals, gifts or entertainment provided or paid for by a
current or potential vendor, contractor, competitor or
customer that could either unduly influence such

empl oyeeos deC| ons lade o
or create the ear anice f




Common Contexts
B
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Kickbacks

KickbackT Gas transmissiof aand f ot
transactions with kickbacks

x lllegal in that FERC regulations violated

x Remedy was disgorgement of profits

Kickback T lraqgi Oil for Food i SEC Civil Penalties
x  Corporate policy not observed

x Lack of Aprudent effortso t

x  Lack of post-transaction due diligence

Xx Beware t he uni nvited guest
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Laws Impllcated

SOX1 Sarbanes Oxley |l
x De facto standard 1 adcrﬁtion of a code of ethics

T r—

X Disclose the code or that you have no code

RICO 1 Racketeer Influenced eH1d Corrupt Organizations Act

X Among purposes to protect buswgess from corruption

-4

x Federal mail and wire fraud (emall)

]
x  Private right of action -~

!
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Laws Implicated

1
Government Contracting

—f—

State Lawsi i Commer ci all Bri beryo c

H

Federal Sentencing Guidelines

- : (
T — ~ -,
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What iIf You Fail?

x Higher costs or lower revenues;
transaction costs (litigation)

X Disclosure of trade secrets and
business plans i lost or
compromised opportunity

X Disclosure of confidential
business informationT n p1 | | o
t al ko
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Codes and Policies:

Three Possible Categories

X The Lean
X The Mean

Xx The FiI ghtin
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Code and Policies:

More Descriptive Categories
A
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Inform and Defer

X Reasonably Inform Employees

X Defer to Individual Judgment
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Inform, Address Exceptions, Monitor

S
X Reasonably Inform Employees
X Training
x Address Exceptions I Before the Fact

x Address Exceptions i Thresholds Exceeded

x Monitor i Periodic Review / Audit
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