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Best Industry Practices
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When pipeline companies deal with contractors and 

vendors and when it comes to accepting gifts, dining & 

entertainment, etcé

× What types of conflict of interest issues arise?

× What are best practices for dealing with them?



Overview

4

× Define Conflict of Interest

× Show a Few Examples

× Examine Policy Approaches

× Review Various Means to Avoid and/or Address 



Relationship Between Law & Ethics
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Law Ethics

Law & Ethics



Define ñConflict of Interestò
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One Legal Definition: Blackôs Law 

Dictionary defines ñconflict of interestò 

as follows: 

ñA real or seeming incompatibility 

between oneôs private interests and 

oneôs public or fiduciary duties.ò



Define ñConflict of Interestò
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ñA conflict of interest exists when an engineer 

accepts employment when a reasonable 

probability exists that the engineerôs own 

financial, business, property, or personal 

interests may affect any professional 

judgment, decisions, or practices exercised 

on behalf of the client or employer. . . .ò 22 

Tex. Adm. Code  § 137.57(d).



Define ñConflict of Interestò
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Code Version:  ñwhen the private interest of an 

employee, officer or director interferes (or even appears 

to interfere) in any way with that personôs ability to 

advance the legitimate interests of the companyò



Define ñConflict of Interestò
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Business Development: ñemployees shall not accept 

meals, gifts or entertainment provided or paid for by a 

current or potential vendor, contractor, competitor or 

customer that could either unduly influence such 

employeeôs decisions made on behalf of the company 

or create the appearance of doing soò



Common Contexts
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× Engineering and Professional Services

× Procurement

× Construction

× Lengthy Business Relationships ïFriendships 

× To Name a Few



Kickbacks
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Kickback ïGas transmission and storage ñoff-tariffò 

transactions with kickbacks

× Illegal in that FERC regulations violated 

× Remedy was disgorgement of profits

Kickback ïIraqi Oil for Food ïSEC Civil Penalties

× Corporate policy not observed

× Lack of ñprudent effortsò to ensure compliance

× Lack of post-transaction due diligence

× Beware the  uninvited guest that wonôt leave



Laws Implicated
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SOX ïSarbanes Oxley

× De facto standard ïadoption of a code of ethics 

× Disclose the code or that you have no code

RICO ïRacketeer Influenced and Corrupt Organizations Act

× Among purposes to protect business from corruption

× Federal mail and wire fraud (email)

× Private right of action



Laws Implicated
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Government Contracting

State Laws ïñCommercial Briberyò criminalized

Federal Sentencing Guidelines 



What if You Fail?
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× Higher costs or lower revenues; 

transaction costs (litigation)

× Disclosure of trade secrets and 

business plans ïlost or 

compromised opportunity

× Disclosure of confidential 

business information ïñpillow 

talkò



Codes and Policies: 

Three Possible Categories
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× The Lean

× The Mean

× The Fightinô Machine 



Code and Policies:

More Descriptive Categories
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× Silence  

× Inform and Defer

× Inform, Address Exceptions, Monitor

× Gatekeeper / Police 



Inform and Defer
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× Reasonably Inform Employees

× Defer to Individual Judgment 



Inform, Address Exceptions, Monitor

18

× Reasonably Inform Employees

× Training

× Address Exceptions ïBefore the Fact

× Address Exceptions ïThresholds Exceeded

× Monitor ïPeriodic Review / Audit


