


 AMERICAN FRIENDS OF THE ISRAEL MUSEUM
Ethical Guidelines and Practices Policy
INTRODUCTION:
The American Friends of the Israel Museum (“AFIM”), which supports the Israel Museum in Jerusalem, is a well-known and respected public charity and nonprofit organization with a long-standing reputation for lawful and ethical conduct. AFIM believes that the trust and confidence of its donors and other supporters depends on its maintaining the highest standards of ethical and lawful conduct. It is also AFIM’s position that all of its leaders and employees must comport themselves so that there is not even the appearance of conflict between personal interests and the interests of the organization.
Definitions
For purposes of this policy, the following terms shall have the meanings set forth below:
An “interested person” means any director, officer, or member of a committee with Board-delegated powers, who has a direct or indirect financial interest, as defined below.
A “financial interest” occurs when a person has, directly or indirectly, through business, investment, or family: (a) an ownership or investment interest in any entity with which AFIM has a transaction or arrangement; (b) a compensation arrangement with AFIM or with any entity or individual with which AFIM has a transaction or arrangement; or (c) a potential ownership or investment interest in, or compensation arrangement with, any entity or individual with which AFIM is negotiating a transaction or arrangement. Compensation includes direct and indirect remuneration as well as gifts or favors that are not insubstantial.
A financial interest does not necessarily create a conflict of interest.  A person who has a financial interest may have a conflict of interest only if the Board or the audit committee of the Board determines that a conflict of interest exists.
A “conflict of interest” exists when an interested person, in view of all the facts and circumstances, has an interest that is substantial enough to affect, or reasonably could affect, that person’s judgment with respect to the transaction or arrangement to which the person, or the entity in which he or she has an interest or potential interest, is a party.
A “key employee” means a person who is in a position to exercise substantial influence over the affairs of the corporation.
A “related party transaction” is any transaction, agreement, or arrangement in which (i) a related party (defined below) has a financial interest and in which AFIM or any affiliate of AFIM is a participant, or (ii) AFIM and the other entity involved in the transaction have a director or officer in common.
A “related party” is: (i) a director, officer, or key employee, (ii) a relative of a director, officer, or key employee, or (iii) an entity in which any of the aforementioned individuals has a 35% or greater ownership interest.  
Conflicts of Interest
Procedures. 
Duty to Disclose. Prior to the initial election of each director, and annually thereafter, the director shall submit a signed written statement to the Secretary of AFIM that identifies to the best of the director’s knowledge, the director’s financial interests.  The Secretary of AFIM shall provide a copy of all such completed statements to the Chairperson of AFIM’s Board of Directors.  If, at any time during his or her term, a director acquires a financial interest, such director promptly shall disclose the financial interest to the audit committee of AFIM’s Board of Directors, or, if there is no audit committee, to the Board. 
In connection with any actual or possible conflict of interest, an interested
person must disclose the existence of the interest and be given the opportunity to disclose all 
material facts to the directors or members of the audit committee considering the proposed transaction or arrangement.
Determining Whether a Conflict of Interest Exists. After disclosure of the financial interest and all material facts and circumstances, and after any discussion with the interested person, such interested person shall leave the Board or committee meeting while the determination of a conflict of interest is discussed and voted upon. The remaining Board or committee members shall determine if a conflict of interest exists.
Attempting to Influence.  An interested person shall not attempt to influence directors regarding matters in which the person has a financial interest without first disclosing the possible existence of a financial interest.  Furthermore, the interested person shall not attempt to influence the Board or committee in its determination whether a conflict of interest exists.
Procedures for Addressing the Conflict of Interest.
An interested person may make a presentation at the Board or audit committee, but after such presentation, he or she shall leave the meeting during the discussion of, and the vote on, the transaction or arrangement giving rise to the possible conflict of interest.
The Chairperson of the Board or the audit committee (as the case may be) shall, if appropriate, appoint a disinterested person or committee to investigate reasonable alternatives to the proposed transaction or arrangement.
After exercising due diligence, the Board or audit committee shall determine whether AFIM can, with reasonable efforts, enter into a more advantageous transaction or arrangement with another person or entity that would not give rise to a conflict of interest.
If a more advantageous transaction or arrangement is not reasonably possible under circumstances not producing a conflict of interest, the Board or audit committee shall determine by a majority vote of the disinterested directors whether the transaction or arrangement is in AFIM’s best interest, and whether it is fair and reasonable. In conformity with the above determination, it shall make its decision as to whether to enter into the transaction or arrangement.
Records of Proceedings.
The minutes of the Board and all committees with Board-delegated powers shall contain:  (a) the names of the persons who disclosed or otherwise were found to have a financial interest in connection with an actual or possible conflict of interest, the nature of the financial interest, any action taken to determine whether a conflict of interest existed, and the Board’s or audit committee’s decision as to whether a conflict of interest in fact existed; (b) the names of the persons who were present for discussions and votes relating to the transaction or arrangement, the content of the discussion, including any alternatives to the proposed transaction or arrangement; and (c) a record of any votes taken in connection with the proceedings.
Compensation. 
AFIM may pay reasonable compensation to directors or officers for services rendered, and may reimburse such persons for the reasonable out-of-pocket expenses incurred in connection therewith.
A director, officer, or employee who receives compensation, directly or indirectly, from AFIM for services is precluded from voting on matters pertaining to his or her compensation.
A voting member of any committee whose jurisdiction includes compensation matters and who receives compensation, directly or indirectly, from AFIM for services is precluded from voting on matters pertaining to that member’s compensation.
The foregoing provisions shall not prohibit the Board or authorized committee from requesting that a person who might benefit from such compensation provide background information and answer questions at an audit committee or Board meeting prior to the commencement of deliberations or voting related to the compensation of such person.
Annual Statements.
Each director, officer and member of a committee with Board-delegated powers shall, annually, sign a statement, in the form attached hereto as Exhibit A, which affirms that such person:  (a) has received a copy of the conflicts of interest policy; (b) has read and understands the policy; (c) has agreed to comply with the policy; and (d) understands that AFIM is a charitable organization, and, in order to maintain its federal tax exemption, it must engage primarily in activities that accomplish one or more of its tax-exempt purposes.
Periodic Reviews.
To ensure that AFIM operates in a manner consistent with charitable purposes and does not engage in activities that could jeopardize its tax-exempt status, periodic reviews of AFIM’s activities shall be conducted. The periodic reviews shall, at a minimum, include the following subjects: (a) whether compensation arrangements and benefits are reasonable, based on competent survey information, and the result of arm’s length bargaining; and (b) whether partnerships, joint ventures, and arrangements with management organizations conform to AFIM’s written policies, are properly recorded, reflect reasonable investment or payments for goods and services, further charitable purposes, and do not result in inurement, impermissible private benefit or in an excess benefit transaction.
Related Party Transactions
Prohibition of Related Party Transactions.  
The Board shall not enter into any related party transaction, unless it determines such transaction is fair, reasonable, and in AFIM’s best interest at the time of such determination.  
Procedure and Requirements.  
Any director, officer, or key employee of AFIM with an interest in a related party transaction must disclose in good faith the material facts and circumstances concerning such interest to the Board or committee authorizing such transaction.  
If the material facts as to the interest of such director, officer, or key employee in such contract or transaction are disclosed in good faith or known to the Board or committee, the Board or committee may authorize such contract or transaction.
 The interested director, officer, or key employee may not be counted in the vote to authorize such contract or transaction; however, the interested person may be counted in determining whether a quorum is present at such a meeting.
If the related party has a substantial financial interest in the transaction, the Board or an authorized committee shall: (i) prior to entering into the transaction, consider reasonable alternative transactions to the extent available, (ii) approve the transaction by no less than a majority vote of the directors or committee members present at the meeting, and (iii) contemporaneously document in writing the basis for the Board’s or authorized committee’s approval, including its consideration of any alternative transactions.  
Duty of Loyalty to AFIM
Each member of AFIM’s Board of Directors and each of AFIM’s officers has a duty of undivided loyalty to AFIM and to place AFIM’s interests foremost in any dealings with AFIM or any third party.  AFIM’s directors and officers have a continuing responsibility to comply with the requirements of this policy and may not obtain for themselves, their relatives or their friends, a material benefit of any kind from their association with AFIM, or from any knowledge gained therefrom.

One of AFIM’s most valuable assets is its confidential information, which
includes donor lists, research data, financial data, and computer software and equipment information. The security and integrity of all confidential data must be diligently protected. Accordingly, AFIM’s Board of Directors, officers, and employees shall not disclose or use in any manner any confidential information involving AFIM for personal benefit or for non-AFIM related purposes.

Lobbying and Political Participation
Legal Restrictions:  AFIM is a publicly-supported charitable organization and has been recognized by the Internal Revenue Service (IRS) as a tax-exempt organization as described in Section 501(c)(3) of the Internal Revenue Code. To preserve this special status, AFIM must abide by certain rules — specifically, that AFIM, as a tax-exempt organization, is precluded from supporting or opposing any political candidate for any local, state, or federal office.
Failure to comply with this requirement may result in a violation of federal
tax law as well as federal election laws. Improper activities can lead to an excise tax on AFIM, its directors, officers and employees, the revocation of AFIM’s tax exempt status by the IRS, and the initiation of a lawsuit by the Federal Election Commission against AFIM for making a “contribution, or expenditure in connection with any (federal) election.”

Related Policy:  In view of the foregoing, AFIM’s directors, officers, and employees are urged to carefully segregate their individual political activities from their relationship with AFIM. AFIM’s directors, officers, and employees should not lend their names to political endorsements unless they first confirm that their affiliation with AFIM will not be disclosed.  A listing that reveals a member’s affiliation with AFIM, even with a disclaimer “for identification purposes only,” might be construed as reflecting AFIM’s official policy. If such persons choose to make a written statement about a political candidate, they should use their personal stationery so it will not be perceived as a statement issued on behalf of AFIM.
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EXHIBIT A
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DISCLOSURE STATEMENT

	




Name:	
Title:	
	
Other than in my capacity as a director, officer or member of a committee with Board-delegated powers of The American Friends of the Israel Museum (“AFIM”) and except as disclosed below, I:

(i)	do not provide services to, collect fees from, or otherwise enter into transactions or arrangements with AFIM;
(ii)	do not have a financial or other interest in an entity that provides services to, collects fees from, or otherwise enters into transactions or arrangements with AFIM; and
(iii)	am not a director, trustee, officer or employee of a not-for-profit organization that receives grants or other funding from AFIM.
DISCLOSURE: 


I hereby affirm that I have received a copy of the AFIM Ethical Guidelines and Practices Policy, have read and understand the Policy, agree to comply with it, and understand that AFIM is a charitable organization and, in order to maintain its federal tax exemption, it must engage primarily in activities that accomplish one or more of its tax-exempt purposes.
Signature:____________________________
Date:________________________________
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