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A.
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Purpose
The Board of Trustees (“Board”) of the Dallas Police and Fire Pension System (“DPFP” or
the “System”) is obligated to administer its pension system as a trust fund solely in the
interest of members and beneficiaries. In performance of this obligation, the Board is
required to administer DPFP in accordance with Chapter 802, Title 8 of the Texas
Government Code and other applicable state and federal laws and regulations. In furtherance
of these obligations, the Board adopts the following Ethics and Code of Conduct Policy (this
“Policy”), which shall be applicable to all System Representatives. By adopting this Policy,
all System Representatives agree to act with integrity, competence, dignity, and in an ethical
manner when dealing with the public, members and beneficiaries of the System, current and
prospective Consultants and Vendors, DPFP staff, and fellow System Representatives.

B.

Definitions
1.

Benefit – anything reasonably regarded as economic gain or advantage, including
benefit to any other person in whose welfare the beneficiary is interested, or anything
expressly included as a benefit by applicable law.

2.

Consultants – independent contractors (whether individuals, partnerships,
corporations or other organizations) which provide legal, economic, investment,
actuarial or other advice to the Trustees or staff to be used in the performance of
fiduciary functions. Any limitations or obligations under this Policy apply to the
individuals involved with the System and the contracting organization, if any.

3.

Fiduciary – any person who (1) exercises any discretionary control over the
management of DPFP or any authority or control over the management or disposition
of its assets, (2) renders investment advice for a fee or other compensation, direct or
indirect, with respect to any moneys or other property of DPFP or has any authority or
discretionary responsibility to do so, (3) has any discretionary authority or discretionary
responsibility in the administration of DPFP, or (4) has been designated by the Trustees
as a fiduciary in the performance of certain duties for DPFP.

4.

Gift – anything of tangible value given without adequate consideration, which shall
include, but not be limited to, any payment of cash, or receipt of goods or services, or
anything expressly included as a gift by applicable law.

5.

Key Staff – The Executive Director, Chief Investment Officer, Chief Financial Officer,
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and General Counsel of the System. For purposes of this Policy, the Executive Director
may designate one or more other DPFP employees as Key Staff as reasonably
determined by the Executive Director.
6.

Permitted Benefit or Gift - A Benefit or Gift that (A) is food, lodging, transportation,
or entertainment and is accepted as a guest, (B) has a value of less than $50 (including
taxes), or (C) is an honorarium speaking at a conference or event that only includes
meals, lodging and transportation. A Benefit or Gift is accepted as a guest if the person
or representative of the entity providing the Benefit or Gift is present. Disclosure and
related reporting requirements under Chapter 176, Tex. Local Gov’t Code (“Chapter
176”), may apply to a Permitted Benefit or Gift, with specific dollar limitations
applying for lodging, transportation, or entertainment, including lodging,
transportation, or entertainment that is accepted as a guest.

7.

System Representative –Trustees, Investment Advisory Committee members of the
System, and Key Staff.

8.

Third Party - means and includes a person or entity that is seeking action, opportunity
or a specific outcome from DPFP regarding a DPFP matter. The Third Party may be
seeking the action, opportunity or outcome for his or her or its own behalf or the third
party may be seeking it on behalf of another person or entity in the capacity of a
representative, agent or intermediary, or as an advocate for a cause or group of
individuals or entities. This definition includes public officials.

9.

Trustee –Members of the Board of Trustees of DPFP and persons who are candidates
for the position of a Trustee.

10. Undue Influence - the employment of any improper or wrongful pressure, scheme or
threat by which one’s will is overcome, and he or she is induced to do or not to do an
act which he or she would not do, or would do, if left to act freely.
11. Vendors – independent contractors, whether individuals, partnerships, corporations or
other organizations, which perform services for DPFP for direct or indirect
compensation. Services include, but are not limited to, custodianship of funds,
management of investments, maintenance of official records and provision of
professional advice.
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C.

Standards of Conduct
The following legal standards of conduct apply to all System Representatives.
A System Representative shall not:
1.

solicit, accept or agree to accept any Benefit or Gift that the System Representative
knows or should know is being offered with the intent to influence the System
Representative’s official conduct.

2.

solicit, accept, or agree to accept any Benefit or Gift for having exercised the System
Representative’s official powers or performed the System Representative’s official
duties in favor of another.

3.

solicit, accept, or agree to accept a Benefit or Gift that is not a Permitted Benefit or Gift
from a person the System Representative knows is interested in or likely to become
interested in any contract, purchase, payment, claim, or transaction involving the
exercise of the System Representative’s discretion.

4.

accept other employment or compensation or engage in a business or professional
activity that could reasonably be expected to impair the System Representative’s
independence of judgment in the performance of the System Representative’s official
duties or that might reasonably be expected to require or induce the System
Representative to disclose confidential information acquired by reason of the official
position.

5.

make personal investments that could reasonably be expected to create a substantial
conflict between the System Representative’s private interest and the public interest
(this does not include investments in publicly traded index funds or mutual funds where
the System Representative has no control over the selection of holdings).

6.

use official position for financial gain, obtaining privileges, or avoiding consequence
of illegal acts.

7.

have any direct or indirect pecuniary interest in a contract entered into by DPFP other
than an interest incidental to the System Representative’s membership in a large class
such as that of participants in DPFP (this does not include investments in publicly
traded index funds or mutual funds where the System Representative has no control
over the selection of holdings).
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D.

Fiduciary Duties
1.

Under Texas State statutes and applicable federal law and regulations, the System is a
trust fund to be administered solely in the interest of the members and beneficiaries
thereof for the exclusive purpose of providing benefits to members and beneficiaries
and to defray reasonable expenses of DPFP.

2.

In the performance of these duties, all Fiduciaries are subject to the "prudent person"
rule which requires that they exercise their duties with the care, skill, prudence, and
diligence under the prevailing circumstances that a prudent person acting in a like
capacity and familiar with matters of the type would use in the conduct of an enterprise
with a like character and like aims. Further, all Fiduciaries shall maintain high ethical
and moral character both professionally and personally, including interactions with
other Trustees and DPFP staff, such that the conduct of all Fiduciaries shall not reflect
negatively upon the Board or DPFP.

3.

In making or participating in decisions, Fiduciaries shall give appropriate consideration
to those facts and circumstances reasonably available to the Fiduciary which are
relevant to the particular decision and shall refrain from considering facts or
circumstances which are not relevant to the decision.

4.

Investment decisions of Fiduciaries must be made in accordance with the approved
Investment Policy Statement of the System.

5.

As a Fiduciary, each Trustee shall adhere to the following:
A.

A Trustee’s loyalty must be to the members and beneficiaries of the System and
not to the source of his or her appointment. A Trustee must exercise care and
caution always to place the interest of members and beneficiaries ahead of the
Trustee’s own interest.

B.

All members and beneficiaries of DPFP are to be treated fairly and impartially.
A Trustee’s duty is to the members and beneficiaries of DPFP as a whole and not
to individuals or groups of individuals within DPFP.

C.

Trustees must possess the ability and willingness to dedicate the time required to
satisfy the duties of serving as a Fiduciary. This includes but is not limited to
possessing a complete understanding of the obligations and duty to act in
accordance with plan documents, as well as having a substantive base of
knowledge that contributes to sufficient analysis of recommendations by DPFP
staff and other professionals and fulfillment of fiduciary obligations. A Trustee
is responsible for preparing himself or herself for Board work, including
committee meetings.

D.

A Trustee shall treat executive session and closed meeting information as
confidential.
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6.

E.

E.

A Trustee shall not give, disclose or provide access to any confidential
information owned, obtained, or developed by DPFP.

F.

Trustees should delegate duties, when appropriate, and prudently select, instruct,
and monitor all Vendors, Consultants, DPFP staff, and agents to whom they
delegate such duties.

No Trustee shall knowingly or negligently participate in the breach of fiduciary duty
by another fiduciary, participate in concealing such breach, or knowingly or negligently
permit such breach to occur or continue.

Conflicts of Interest and Prohibited Transactions
1.

Certain transactions by System Representatives of DPFP are strictly prohibited,
specifically:
A.

Compensation from any person in connection with any action involving assets
of DPFP.

B.

Participation in a decision or action involving any asset or benefit for personal
interest.

C.

The purchase, sale, exchange or leasing of property with DPFP if that System
Representative holds an interest in the property.

D.

The purchase, sale or exchange of any direct investment with DPFP if that
System Representative holds an interest in the investment.

E.

Causing the Fund to engage in any of the prohibited transactions described
herein with any immediate relative or business associate of the System
Representative, any other Trustee, employee, custodian, or counsel to DPFP, any
other Fiduciary, any person providing services to DPFP, any employee
organization whose members are covered by DPFP, or the City of Dallas and its
officers, officials and employees.

2.

In addition, any goods, services, or facilities furnished by DPFP to any person shall be
used for the exclusive benefit of DPFP unless reasonable consideration is received by
the System for the use of the goods, services, or facilities.

3.

Black-Out List for Investment Entities
A.

For purposes of this subsection, “Investment Entity” means an investment firm,
partnership, fund, advisor, consultant, placement agent or owner of property
that is being considered for purchase.

B.

The Chief Investment Officer shall maintain and periodically update as
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C.

appropriate a list (the “Black-out List”) of Investment Entities that meet
any of the following criteria:
i.

The Investment Entity is under consideration by DPFP staff for a
recommendation to the Board or the Board’s Investment
Advisory Committee on a mandate, commitment, increased
allocation or any retention for investment-related services
(exclusive of rebalancing);

ii.

The Investment Entity is under consideration by the DPFP staff
for a recommendation to the Board or the Investment Advisory
Committee to decrease the allocation to the Investment Entity
(exclusive of rebalancing) or to discontinue use of the
Investment Entity, provided, however, this shall not include any
Investment Entity where the assets managed by the Investment
Entity that are being considered to be reduced in whole or in part
are contained within an asset class where the actual assets held
by DPFP are higher than the target allocation for such asset class
in the Investment Policy Statement; or

iii.

The Investment Entity is in negotiations with DPFP for
contractual terms after a conditional selection has been
made.

D.

During the first half of each month, the Chief Investment Officer shall supply
the current Black-out List to Trustees and any DPFP employees that, in the
Chief Investment Officer’s opinion, might potentially be affected by this
section (the “Affected Employees”). Additionally, prior to departure for DPFPrelated travel, Trustees and Affected Employees shall be issued the most
current Black-out List.

E.

Notwithstanding any other DPFP policies, including those in this Policy
concerning Benefits or Gifts, while an Investment Entity’s name appears on the
Black-out List, Trustees and Affected Employees and their immediate relatives
shall not accept payment, reimbursement, complimentary admission or similar
extension or subsidy for food, lodging, travel or entertainment, including any
Permitted Benefit or Gift, from any person or entity identified or affiliated with
said Investment Entity, including, without limitation, any placement agent of
an Investment Entity (an “Investment Entity Representative”), except for:
i.

food and beverages that would be typically or conventionally
provided by a business host in connection with a business meeting
and that are provided by the host at its place of business during a due
diligence visit;

ii.

food and beverages provided at regularly scheduled Investment
Entity annual meetings or advisory committee meetings; and

iii.

food and beverages provided at educational conferences where such

Page 6 of 25

food and beverages may be sponsored by an Investment Entity, but
are available to all conference attendees.
F.

F.

1

Trustees shall not reciprocate communications from an Investment Entity
Representative about the Investment Entity outside of committee or Board
meetings (“ex-parte communications”).

4.

A System Representative shall report to the Executive Director any business
relationship with a current or prospective Vendor on a signed document upon
establishment of such relationship if the System Representative knows or should know
that the person or entity is a current or prospective Vendor for DPFP.1

5.

A Trustee shall not lobby against legislative proposals pertaining to DPFP pension
issues and benefits that have been duly approved by the Board or an authorized
committee of the Board.

6.

A System Representative shall not disclose any information deemed confidential by
DPFP.

7.

Other than as a member or beneficiary of DPFP, a System Representative may have no
conflict of interest during such System Representative’s tenure with DPFP and for one
year after tenure ends, such that System Representative shall comply with the
provisions of this Policy during such System Representative’s tenure, and a System
Representative shall not, during such System Representative’s tenure with DPFP and
for one year after such tenure ends, represent any Third Party in any formal or informal
appearance before the Board or DPFP staff. DPFP will not enter into or renew an
existing contract with any Vendor during the one year period after the System
Representative’s tenure with DPFP if such Vendor employs or is represented by the
System Representative unless the Board determines that such a restriction would not
be in DPFP's best interest

8.

Nothing in this Section shall exempt any System Representative from applicable
provisions of any other laws. The standards of conduct set forth in this Section are in
addition to those prescribed elsewhere in this Policy and in applicable laws and rules.

Gifts, Travel and Expenses
1.

System Representatives shall not solicit any Benefit or Gift, including a Permitted
Benefit or Gift, from any source which is a current or prospective Vendor or Consultant
of DPFP. All Trustees and Key Staff of DPFP shall exercise care in accepting any
Permitted Benefit or Gift from any source, particularly those sources which are current
or prospective Vendors or Consultants of the System.

2.

System Representatives shall not accept a Benefit or Gift that is not a Permitted Benefit
or Gift. Any Benefit or Gift to a System Representative that is not a Permitted Benefit

Chapter 176, Texas Local Gov’t Code.
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or Gift shall be returned to its source whenever possible or donated to a suitable
charitable organization upon its receipt.

G.

3.

No System Representative shall receive any Permitted Benefit or Gift through an
intermediary, if the person knows, or has reason to know, that the Permitted Benefit or
Gift has originated from another source.

4.

In no event shall any System Representative accept a Permitted Benefit or Gift if the
source of the Permitted Benefit or Gift is not identified. If the source of any Permitted
Benefit or Gift cannot be ascertained, the Permitted Benefit or Gift shall be donated to
a suitable charitable organization.

5.

Under no circumstances shall a System Representative accept a cash Gift.

6.

In no event shall any System Representative accept any expenses related to travel, other
than working meals or ground transportation, the purpose of which is to determine the
selection of new Vendors or to determine the assignment of continuing or additional
business to existing Vendors.

Examples of Situations That Involve a Permitted Benefit or Gift2
1.

Permitted Benefit or Gift or No Benefit or Gift Provided (and Reporting Required in
Certain Situations)
A.

A Vendor (not currently in a search) invites a System Representative to attend a
sporting event at no cost to the System Representative. The Vendor and the
System Representative both attend the event. Because the Vendor accompanies
the System Representative to this event, the event is a Permitted Benefit or Gift.
However, for purposes of Chapter 176, whether the event has to be reported
depends on the whether the value of the sporting event and the value of any Gift,
including transportation, lodging or entertainment received by the System
Representative from the Vendor in the applicable 12-month period (as described
in Chapter 176) would, in the aggregate, exceed $100.

B.

A Vendor (not currently in a search) invites several System Representatives to a
dinner at a restaurant. The Vendor and the System Representatives attend the
dinner. Because the Vendor accompanies the System Representatives to the
dinner, the dinner is a Permitted Benefit or Gift.

C.

While attending a conference, a System Representative attends a reception
sponsored and attended by Vendors (none of which currently are in a search).
Because the reception is widely attended and the Vendors are present, the
reception is a Permitted Benefit or Gift.

D.

While attending a conference, a System Representative and all other attendees of
the conference receive a bag with various items and the aggregate value of the

2

In all scenarios, the Vendor does not have a separate employment or other business relationship with the System
Representative or the System Representative’s family member (see Chapters 171 and 176 for details).
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items is under $50 (including taxes). Because the value of the gift bag is under
$50, the gift bag is a Permitted Benefit or Gift. Whether these items must be
reported under Chapter 176 depends on whether the items are from a specific
Vendor or prospective Vendor and whether that Vendor has provided other gifts
within the applicable 12-month period (as described by Chapter 176) that would,
in the aggregate, exceed $100.
E.

A System Representative realizes that seven months ago, he participated in a golf
outing valued at $175 as a guest of a company who had representatives at the golf
outing. The company, however, now enters into a contract with DPFP in the
current month. The System Representative did not know at the time of the golf
outing that the company or DPFP was considering entering into the contract.
Because representatives of the company were in attendance at the golf outing, the
outing was a Permitted Benefit or Gift, even though the outing was over $50.
However, because the golf outing was valued at over $100, it must be reported
under Chapter 176 because the System Representative received a Gift from the
Vendor during the 12-month period preceding the date that he became aware that
a contract with the Vendor had been executed.

F.

A System Representative and her spouse attend a professional basketball game as
guests of a company with representatives of the company present. The value of
the tickets is over $100. Six months later, the System Representative becomes
aware that DPFP and the company are considering entering into a contract, even
though no contract is being entered into at such time. Because the basketball
game was attended by a representative of the company, the basketball game was
a Permitted Benefit or Gift, even though the value was over $50. However,
because the tickets were valued at over $100, it must be reported under Chapter
176 because the System Representative received a Gift from the Vendor during
the 12-month period preceding the date that she became aware that DPFP and the
Company were considering entering into a contract.

G.

While attending a conference, a System Representative and all other attendees of
the conference receive an item such as a shirt/sweater or briefcase type bag with
the Vendor’s name on it. Because items with Vendors’ logos and/or company
name generally are advertising and do not have retail value, no Benefit or Gift is
provided.

H.

A System Representative attends a conference as a speaker and in return the
conference pays for transportation, meals and lodging. This is a permitted
honorarium, and no Benefit or Gift is provided. Whether the honorarium must
be reported under Chapter 176, depends on whether the transportation, meals and
lodging are from a current or prospective Vendor and whether that Vendor has
provided other gifts within the applicable 12-month period (as described in
Chapter 176) that would, in the aggregate, exceed $100.
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2.

H.

I.

3

Benefit or Gift Provided that is Not Permitted
A.

A Vendor (not currently in a search) invites a System Representative to attend a
sporting event at no cost to the System Representative, but does not plan on
attending the event. Because the Vendor does not attend the event with the
System Representative, a Benefit or Gift is provided that is not permitted.

B.

A System Representative, while attending a conference, wins a raffle sponsored
by the conference. The prize is $25 cash. The System Representative may not
accept the cash, as it is a Benefit or Gift that is expressly prohibited under Section
H.5.

C.

A System Representative, during the Christmas Holidays, receives a pen and
pencil set from a Vendor. The value of the set is obviously over $50 (including
taxes). Because the value of the pen and pencil set is over $50, the pen and pencil
set is a Gift that is not permitted and should be returned to the Vendor, or if return
is not possible, donated to a charitable organization.

Undue Influence
1.

Trustees recognize that, by virtue of their position of authority with the System, may
have Undue Influence on DPFP staff or Consultants when communicating directly with
such staff or Consultants.

2.

Individual Trustees shall refer all proposals or other communications regarding
potential or existing investments or other contracts or services, or matters involving
general System operations, directly to the Executive Director or his or her designee and
shall not communicate as to such matters with other DPFP staff or Consultants.

3.

Any communication regarding a potential investment transaction, other contract, or
System operations initiated by a Trustee with either DPFP staff or a Consultant in
which the Trustee is advocating for a specified outcome must be documented by the
employee or Consultant and reported to the Executive Director. The Executive
Director will notify the Chairman of such communications for appropriate action.

General Provisions
1.

Nothing in this policy shall excuse any Trustee, officer, or employee from any other
restrictions of state or federal law concerning conflicts of interest and fiduciary duties,
including but not limited to Chapters 171 and 176, Tex. Local Gov’t Code, as amended
(Attachment III), and the Securities and Exchange Commission “Pay to Play”
Regulations, Rule 206(4)-5.3

2.

Violation of this Policy by a Vendor will result in corrective action, up to and including
termination of contract or relationship with DPFP, discipline, or initiation of removal

http://www.sec.gov/rules/final/2010/ia-3043.pdf.
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action pursuant to any and all applicable laws. Enforcement of this Policy with respect
to Trustees is provided in Section L.
J.

Enforcement
1.

It is the duty of all System Representatives to be aware of all provisions of this
document and to abide by the letter and the spirit of this Policy.

2.

If the Executive Director is notified in writing of an alleged violation of this Policy, the
Executive Director shall promptly notify the Chairman of the alleged violation. If the
violation is alleged against a Trustee, the Chairman is authorized to call an ad hoc
committee of four (4) Trustees who are not the subject of the allegation to review the
alleged violation and make recommendations to the Board for resolution of the matter.
If the Chairman is a subject of the alleged violation, the Executive Director shall
promptly notify the Vice Chairman of the alleged violation. The Vice Chairman is
authorized to call an ad hoc committee of four (4) Trustees who are not the subject of
the allegation to review the alleged violation and make recommendations to the Board
for resolution of the matter.

3.

The Board shall have final decision-making authority with respect to Trustee violations
of this Policy. The Executive Director shall have final decision-making authority with
respect to staff violations of this Policy.
A. Available decisions for Trustee violations of this Policy are:
i.

Require that the Trustee file disclosure or conflicts report(s) within
a specified time period.

ii.

Require that the Trustee attend approved specialized training within
a specified time period.

iii.

Removal of the Trustee from any Committee Chairman role for a
specified time period.

iv.

Removal of the Trustee from any Committee membership for a
specified time period.

v.

Censure of the Trustee.

vi.

Bring suit against the Trustee for breach of fiduciary duty.

B. A decision under this Section is binding on the Trustee.

K.

Compliance
Trustees and Key Staff are required to file an annual form with the System acknowledging
that they have read, understand and will comply with the provisions of this Policy.
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L.

Effective Date

APPROVED on _________, 2017 by the Board of Trustees of the Dallas Police and Fire Pension
System.

[signature]
_______________________

William F. Quinn
Chairman

ATTEST:

[signature]
_____________________

Kelly Gottschalk
Secretary
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Attachment I
The fiduciary responsibilities of a Trustee of a Public Retirement System in the state of Texas
under Texas Government Code, Title 8, Section 802.203.
Sec. 802.203.
FIDUCIARY RESPONSIBILITY. (a) In making and supervising
investments of the reserve fund of a public retirement system, an investment manager or the
governing body shall discharge its duties solely in the interest of the participants and beneficiaries:
(1) for the exclusive purposes of:
(A)
providing benefits to participants and their beneficiaries; and
(B)
defraying reasonable expenses of administering the system;
(2) with the care, skill, prudence, and diligence under the prevailing
circumstances that a prudent person acting in a like capacity and familiar with matters of the type
would use in the conduct of an enterprise with a like character and like aims;
(3) by diversifying the investments of the system to minimize the risk of large
losses, unless under the circumstances it is clearly prudent not to do so; and
(4) in accordance with the documents and instruments governing the system to
the extent that the documents and instruments are consistent with this subchapter.
(b) In choosing and contracting for professional investment management services and
in continuing the use of an investment manager, the governing body must act prudently and in the
interest of the participants and beneficiaries of the public retirement system.
(c) A Trustee is not liable for the acts or omissions of an investment manager appointed
under Section 802.204, nor is a Trustee obligated to invest or otherwise manage any asset of the
system subject to management by the investment manager.
(d) An investment manager appointed under Section 802.204 shall acknowledge in
writing the manager's fiduciary responsibilities to the fund the manager is appointed to serve.
(e) The investment standards provided by Subsection (a) and the policies,
requirements, and restrictions adopted under Section 802.204(c) are the only standards, policies,
or requirements for, or restrictions on, the investment of funds of a public retirement system by an
investment manager or by a governing body during a 90-day interim between professional
investment management services. Any other standard, policy, requirement, or restriction provided
by law is suspended and not applicable during a time, and for 90 days after a time, in which an
investment manager is responsible for investment of a reserve fund. If an investment manager has
not begun managing investments of a reserve fund before the 91st day after the date of termination
of the services of a previous investment manager, the standards, policies, requirements, and
restrictions otherwise provided by law are applicable until the date professional investment
management services are resumed.

Attachment II
Chapters 171 and 176 of the Texas Local Government Code

CHAPTER 171. REGULATION OF CONFLICTS OF INTEREST OF OFFICERS OF MUNICIPALITIES, COUNTIES,
AND CERTAIN OTHER LOCAL GOVERNMENTS

Sec. 171.001. DEFINITIONS. In this chapter:
(1) "Local public official" means a member of the governing body or another officer, whether elected,
appointed, paid, or unpaid, of any district (including a school district), county, municipality, precinct,
central appraisal district, transit authority or district, or other local governmental entity who exercises
responsibilities beyond those that are advisory in nature.
(2) "Business entity" means a sole proprietorship, partnership, firm, corporation, holding company,
joint-stock company, receivership, trust, or any other entity recognized by law.

Sec. 171.002. SUBSTANTIAL INTEREST IN BUSINESS ENTITY. (a) For purposes of this chapter, a person
has a substantial interest in a business entity if:
(1) the person owns 10 percent or more of the voting stock or shares of the business entity or owns
either 10 percent or more or $15,000 or more of the fair market value of the business entity; or
(2) funds received by the person from the business entity exceed 10 percent of the person's gross
income for the previous year.
(b) A person has a substantial interest in real property if the interest is an equitable or legal ownership
with a fair market value of $2,500 or more.
(c) A local public official is considered to have a substantial interest under this section if a person
related to the official in the first degree by consanguinity or affinity, as determined under Chapter 573,
Government Code, has a substantial interest under this section.

Sec. 171.0025. APPLICATION OF CHAPTER TO MEMBER OF HIGHER EDUCATION AUTHORITY. This
chapter does not apply to a board member of a higher education authority created under Chapter 53,
Education Code, unless a vote, act, or other participation by the board member in the affairs of the
higher education authority would provide a financial benefit to a financial institution, school, college, or
university that is:
(1) a source of income to the board member; or
(2) a business entity in which the board member has an interest distinguishable from a financial benefit
available to any other similar financial institution or other school, college, or university whose students
are eligible for a student loan available under Chapter 53, Education Code.

Sec. 171.003. PROHIBITED ACTS; PENALTY. (a) A local public official commits an offense if the official
knowingly:
(1) violates Section 171.004;

(2) acts as surety for a business entity that has work, business, or a contract with the governmental
entity; or
(3) acts as surety on any official bond required of an officer of the governmental entity.
(b) An offense under this section is a Class A misdemeanor.

Sec. 171.004. AFFIDAVIT AND ABSTENTION FROM VOTING REQUIRED. (a) If a local public official has a
substantial interest in a business entity or in real property, the official shall file, before a vote or decision
on any matter involving the business entity or the real property, an affidavit stating the nature and
extent of the interest and shall abstain from further participation in the matter if:
(1) in the case of a substantial interest in a business entity the action on the matter will have a special
economic effect on the business entity that is distinguishable from the effect on the public; or
(2) in the case of a substantial interest in real property, it is reasonably foreseeable that an action on
the matter will have a special economic effect on the value of the property, distinguishable from its
effect on the public.
(b) The affidavit must be filed with the official record keeper of the governmental entity.
(c) If a local public official is required to file and does file an affidavit under Subsection (a), the official is
not required to abstain from further participation in the matter requiring the affidavit if a majority of the
members of the governmental entity of which the official is a member is composed of persons who are
likewise required to file and who do file affidavits of similar interests on the same official action.

Sec. 171.005. VOTING ON BUDGET. (a) The governing body of a governmental entity shall take a
separate vote on any budget item specifically dedicated to a contract with a business entity in which a
member of the governing body has a substantial interest.
(b) Except as provided by Section 171.004(c), the affected member may not participate in that separate
vote. The member may vote on a final budget if:
(1) the member has complied with this chapter; and
(2) the matter in which the member is concerned has been resolved.

Sec. 171.006. EFFECT OF VIOLATION OF CHAPTER. The finding by a court of a violation under this
chapter does not render an action of the governing body voidable unless the measure that was the
subject of an action involving a conflict of interest would not have passed the governing body without
the vote of the person who violated the chapter.

Sec. 171.007. COMMON LAW PREEMPTED; CUMULATIVE OF MUNICIPAL PROVISIONS. (a) This chapter
preempts the common law of conflict of interests as applied to local public officials.
(b) This chapter is cumulative of municipal charter provisions and municipal ordinances defining and
prohibiting conflicts of interests.

Sec. 171.009. SERVICE ON BOARD OF CORPORATION FOR NO COMPENSATION. It shall be lawful for a
local public official to serve as a member of the board of directors of private, nonprofit corporations
when such officials receive no compensation or other remuneration from the nonprofit corporation or
other nonprofit entity.

Sec. 171.010. PRACTICE OF LAW. (a) For purposes of this chapter, a county judge or county
commissioner engaged in the private practice of law has a substantial interest in a business entity if the
official has entered a court appearance or signed court pleadings in a matter relating to that business
entity.
(b) A county judge or county commissioner that has a substantial interest in a business entity as
described by Subsection (a) must comply with this chapter.
(c) A judge of a constitutional county court may not enter a court appearance or sign court pleadings as
an attorney in any matter before:
(1) the court over which the judge presides; or
(2) any court in this state over which the judge's court exercises appellate jurisdiction.
(d) Upon compliance with this chapter, a county judge or commissioner may practice law in the courts
located in the county where the county judge or commissioner serves.

CHAPTER 176. DISCLOSURE OF CERTAIN RELATIONSHIPS WITH LOCAL GOVERNMENT OFFICERS;
PROVIDING PUBLIC ACCESS TO CERTAIN INFORMATION

Sec. 176.001. DEFINITIONS. In this chapter:

(1) "Agent" means a third party who undertakes to transact some business or manage some affair for
another person by the authority or on account of the other person. The term includes an employee.
(1-a) "Business relationship" means a connection between two or more parties based on commercial
activity of one of the parties. The term does not include a connection based on:
(A) a transaction that is subject to rate or fee regulation by a federal, state, or local governmental entity
or an agency of a federal, state, or local governmental entity;
(B) a transaction conducted at a price and subject to terms available to the public; or
(C) a purchase or lease of goods or services from a person that is chartered by a state or federal agency
and that is subject to regular examination by, and reporting to, that agency.
(1-b) "Charter school" means an open-enrollment charter school operating under Subchapter D,
Chapter 12, Education Code.
(1-c) "Commission" means the Texas Ethics Commission.
(1-d) "Contract" means a written agreement for the sale or purchase of real property, goods, or
services.
(2) "Family member" means a person related to another person within the first degree by consanguinity
or affinity, as described by Subchapter B, Chapter 573, Government Code.
(2-a) "Family relationship" means a relationship between a person and another person within the third
degree by consanguinity or the second degree by affinity, as those terms are defined by Subchapter B,
Chapter 573, Government Code.
(2-b) "Gift" means a benefit offered by a person, including food, lodging, transportation, and
entertainment accepted as a guest. The term does not include a benefit offered on account of kinship
or a personal, professional, or business relationship independent of the official status of the recipient.
(2-c) "Goods" means personal property.
(2-d) "Investment income" means dividends, capital gains, or interest income generated from:
(A) a personal or business:
(i) checking or savings account;
(ii) share draft or share account; or
(iii) other similar account;
(B) a personal or business investment; or
(C) a personal or business loan.
(3) "Local governmental entity" means a county, municipality, school district, charter school, junior
college district, water district created under Subchapter B, Chapter 49, Water Code, or other political
subdivision of this state or a local government corporation, board, commission, district, or authority to
which a member is appointed by the commissioners court of a county, the mayor of a municipality, or
the governing body of a municipality. The term does not include an association, corporation, or
organization of governmental entities organized to provide to its members education, assistance,

products, or services or to represent its members before the legislative, administrative, or judicial
branches of the state or federal government.
(4) "Local government officer" means:
(A) a member of the governing body of a local governmental entity;
(B) a director, superintendent, administrator, president, or other person designated as the executive
officer of a local governmental entity; or
(C) an agent of a local governmental entity who exercises discretion in the planning, recommending,
selecting, or contracting of a vendor.
(5) "Records administrator" means the director, county clerk, municipal secretary, superintendent, or
other person responsible for maintaining the records of the local governmental entity or another person
designated by the local governmental entity to maintain statements and questionnaires filed under this
chapter and perform related functions.
(6) "Services" means skilled or unskilled labor or professional services, as defined by Section 2254.002,
Government Code.
(7) "Vendor" means a person who enters or seeks to enter into a contract with a local governmental
entity. The term includes an agent of a vendor. The term includes an officer or employee of a state
agency when that individual is acting in a private capacity to enter into a contract. The term does not
include a state agency except for Texas Correctional Industries.

Sec. 176.002. APPLICABILITY TO VENDORS AND OTHER PERSONS. (a) This chapter applies to a person
who is:
(1) a vendor; or
(2) a local government officer of a local governmental entity.
(b) A person is not subject to the disclosure requirements of this chapter if the person is:
(1) a state, a political subdivision of a state, the federal government, or a foreign government; or
(2) an employee or agent of an entity described by Subdivision (1), acting in the employee's or agent's
official capacity.
Sec. 176.003. CONFLICTS DISCLOSURE STATEMENT REQUIRED. (a) A local government officer shall file
a conflicts disclosure statement with respect to a vendor if:
(1) the vendor enters into a contract with the local governmental entity or the local governmental
entity is considering entering into a contract with the vendor; and
(2) the vendor:
(A) has an employment or other business relationship with the local government officer or a family
member of the officer that results in the officer or family member receiving taxable income, other than
investment income, that exceeds $2,500 during the 12-month period preceding the date that the officer
becomes aware that:

(i) a contract between the local governmental entity and vendor has been executed; or
(ii) the local governmental entity is considering entering into a contract with the vendor;
(B) has given to the local government officer or a family member of the officer one or more gifts that
have an aggregate value of more than $100 in the 12-month period preceding the date the officer
becomes aware that:
(i) a contract between the local governmental entity and vendor has been executed; or
(ii) the local governmental entity is considering entering into a contract with the vendor; or
(C) has a family relationship with the local government officer.
(a-1) A local government officer is not required to file a conflicts disclosure statement in relation to a
gift accepted by the officer or a family member of the officer if the gift is:
(1) a political contribution as defined by Title 15, Election Code; or
(2) food accepted as a guest.
(a-2) A local government officer is not required to file a conflicts disclosure statement under Subsection
(a) if the local governmental entity or vendor described by that subsection is an administrative agency
created under Section 791.013, Government Code.
(b) A local government officer shall file the conflicts disclosure statement with the records administrator
of the local governmental entity not later than 5 p.m. on the seventh business day after the date on
which the officer becomes aware of the facts that require the filing of the statement under Subsection
(a).
(c) Repealed by Acts 2015, 84th Leg., R.S., Ch. 989 , Sec. 9(1), eff. September 1, 2015.
(d) Repealed by Acts 2015, 84th Leg., R.S., Ch. 989 , Sec. 9(1), eff. September 1, 2015.
(e) The commission shall adopt the conflicts disclosure statement for local government officers for use
under this section. The conflicts disclosure statement must include:
(1) a requirement that each local government officer disclose:
(A) an employment or other business relationship described by Subsection (a)(2)(A), including the
nature and extent of the relationship; and
(B) gifts accepted by the local government officer and any family member of the officer from a vendor
during the 12-month period described by Subsection (a)(2)(B) if the aggregate value of the gifts accepted
by the officer or a family member from that vendor exceeds $100;
(2) an acknowledgment from the local government officer that:
(A) the disclosure applies to each family member of the officer; and
(B) the statement covers the 12-month period described by Subsection (a)(2)(B); and
(3) the signature of the local government officer acknowledging that the statement is made under oath
under penalty of perjury.

Sec. 176.006. DISCLOSURE REQUIREMENTS FOR VENDORS AND OTHER PERSONS; QUESTIONNAIRE. (a)
A vendor shall file a completed conflict of interest questionnaire if the vendor has a business
relationship with a local governmental entity and:
(1) has an employment or other business relationship with a local government officer of that local
governmental entity, or a family member of the officer, described by Section 176.003(a)(2)(A);
(2) has given a local government officer of that local governmental entity, or a family member of the
officer, one or more gifts with the aggregate value specified by Section 176.003(a)(2)(B), excluding any
gift described by Section 176.003(a-1); or
(3) has a family relationship with a local government officer of that local governmental entity.
(a-1) The completed conflict of interest questionnaire must be filed with the appropriate records
administrator not later than the seventh business day after the later of:
(1) the date that the vendor:
(A) begins discussions or negotiations to enter into a contract with the local governmental entity; or
(B) submits to the local governmental entity an application, response to a request for proposals or bids,
correspondence, or another writing related to a potential contract with the local governmental entity;
or
(2) the date the vendor becomes aware:
(A) of an employment or other business relationship with a local government officer, or a family
member of the officer, described by Subsection (a);
(B) that the vendor has given one or more gifts described by Subsection (a); or
(C) of a family relationship with a local government officer.
(b) The commission shall adopt a conflict of interest questionnaire for use under this section that
requires disclosure of a vendor's business and family relationships with a local governmental entity.
(c) The questionnaire adopted under Subsection (b) must require, for the local governmental entity with
respect to which the questionnaire is filed, that the vendor filing the questionnaire:
(1) describe each employment or business and family relationship the vendor has with each local
government officer of the local governmental entity;
(2) identify each employment or business relationship described by Subdivision (1) with respect to
which the local government officer receives, or is likely to receive, taxable income, other than
investment income, from the vendor;
(3) identify each employment or business relationship described by Subdivision (1) with respect to
which the vendor receives, or is likely to receive, taxable income, other than investment income, that:
(A) is received from, or at the direction of, a local government officer of the local governmental entity;
and
(B) is not received from the local governmental entity; and

(4) describe each employment or business relationship with a corporation or other business entity with
respect to which a local government officer of the local governmental entity:
(A) serves as an officer or director; or
(B) holds an ownership interest of one percent or more.
(d) A vendor shall file an updated completed questionnaire with the appropriate records administrator
not later than the seventh business day after the date on which the vendor becomes aware of an event
that would make a statement in the questionnaire incomplete or inaccurate.
(e) A person who is both a local government officer and a vendor of a local governmental entity is
required to file the questionnaire required by Subsection (a)(1) only if the person:
(1) enters or seeks to enter into a contract with the local governmental entity; or
(2) is an agent of a person who enters or seeks to enter into a contract with the local governmental
entity.
(f) Repealed by Acts 2015, 84th Leg., R.S., Ch. 989 , Sec. 9(3), eff. September 1, 2015.
(g) Repealed by Acts 2015, 84th Leg., R.S., Ch. 989 , Sec. 9(3), eff. September 1, 2015.
(h) Repealed by Acts 2015, 84th Leg., R.S., Ch. 989 , Sec. 9(3), eff. September 1, 2015.
(i) The validity of a contract between a vendor and a local governmental entity is not affected solely
because the vendor fails to comply with this section.

Sec. 176.0065. MAINTENANCE OF RECORDS. A records administrator shall:
(1) maintain a list of local government officers of the local governmental entity and shall make that list
available to the public and any vendor who may be required to file a conflict of interest questionnaire
under Section 176.006; and
(2) maintain the statements and questionnaires that are required to be filed under this chapter in
accordance with the local governmental entity's records retention schedule.

Sec. 176.008. ELECTRONIC FILING. The requirements of this chapter, including signature requirements,
may be satisfied by electronic filing in a form approved by the commission.

Sec. 176.009. POSTING ON INTERNET. (a) A local governmental entity that maintains an Internet
website shall provide access to the statements and to questionnaires required to be filed under this
chapter on that website. This subsection does not require a local governmental entity to maintain an
Internet website.
(b) Repealed by Acts 2013, 83rd Leg., R.S., Ch. 847, Sec. 3(b), eff. January 1, 2014.

Sec. 176.010. REQUIREMENTS CUMULATIVE. The requirements of this chapter are in addition to any
other disclosure required by law.

Sec. 176.012. APPLICATION OF PUBLIC INFORMATION LAW. This chapter does not require a local
governmental entity to disclose any information that is excepted from disclosure by Chapter 552,
Government Code.

Sec. 176.013. ENFORCEMENT. (a) A local government officer commits an offense under this chapter if
the officer:
(1) is required to file a conflicts disclosure statement under Section 176.003; and
(2) knowingly fails to file the required conflicts disclosure statement with the appropriate records
administrator not later than 5 p.m. on the seventh business day after the date on which the officer
becomes aware of the facts that require the filing of the statement.
(b) A vendor commits an offense under this chapter if the vendor:
(1) is required to file a conflict of interest questionnaire under Section 176.006; and
(2) either:
(A) knowingly fails to file the required questionnaire with the appropriate records administrator not
later than 5 p.m. on the seventh business day after the date on which the vendor becomes aware of the
facts that require the filing of the questionnaire; or
(B) knowingly fails to file an updated questionnaire with the appropriate records administrator not later
than 5 p.m. on the seventh business day after the date on which the vendor becomes aware of an event
that would make a statement in a questionnaire previously filed by the vendor incomplete or inaccurate.
(c) An offense under this chapter is:
(1) a Class C misdemeanor if the contract amount is less than $1 million or if there is no contract
amount for the contract;
(2) a Class B misdemeanor if the contract amount is at least $1 million but less than $5 million; or
(3) a Class A misdemeanor if the contract amount is at least $5 million.
(d) A local governmental entity may reprimand, suspend, or terminate the employment of an employee
who knowingly fails to comply with a requirement adopted under this chapter.
(e) The governing body of a local governmental entity may, at its discretion, declare a contract void if
the governing body determines that a vendor failed to file a conflict of interest questionnaire required
by Section 176.006.
(f) It is an exception to the application of Subsection (a) that the local government officer filed the
required conflicts disclosure statement not later than the seventh business day after the date the officer
received notice from the local governmental entity of the alleged violation.

(g) It is an exception to the application of Subsection (b) that the vendor filed the required
questionnaire not later than the seventh business day after the date the vendor received notice from
the local governmental entity of the alleged violation.

