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New York Issues First Guidance 
on New Endowment Rules

The New York State Attorney General has released its �rst informal guidance on New York’s 
new law for management of not-for-pro�t endowments. 

Last fall, New York adopted the New York Prudent Management of Institutional Funds Act (the “Act”), 
which makes substantial changes to New York’s rules for management of endowment funds 
by not-for-pro�t entities. Among the key changes:

■ Under the Act, institutions are required to adopt a written investment policy that re�ects 
    new investment standards. 

■ The Act creates requirements for selecting outside investment advisors and for contracts 
    between institutions and advisors. 

■ The Act changes the endowment spending rules, and creates new requirements for documenting
    endowment spending. 

■ The Act adds mandatory language that must be included in solicitations for endowment funds. 

Since the passage of the Act, not-for-pro�t institutions statewide have been reviewing their investment 
policies, contracts with investment managers, solicitation materials, and endowment spending policies to 
ensure compliance. However, there were substantial unanswered questions about how the new rules 
applied in practice.

The March 17 publication from the New York State Attorney General provides the �rst practical guidance 
for institutions in complying with the Act. Among the key points:

■ Institutions must send a notice to all donors before applying the new endowment spending rules 
    for the �rst time, even if the endowment fund has increased in value since it was received 
    and the institution has no intention to spend below this value.

■ For each decision to appropriate from an endowment fund, the board must describe in writing 
    details of the consideration given to each of eight statutory factors or explain why the factor 
    does not apply. The Attorney General’s of�ce may request production of these records.

■ If an institution’s endowment has diminished in value, the board must consider alternatives 
    to endowment spending, such as fund-raising efforts, expense reductions, asset sales, 
    and staff reductions.

■ Institutions with multiple endowment funds may make spending decisions about all of the funds 
    together if they are similarly situated.
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In addition to these highlights, the 17-page publication contains numerous technical rules applicable 
to speci�c situations.

The guidance indicates that the Attorney General’s of�ce plans to aggressively enforce the Act. 
Institutions that have not begun a compliance program should do so immediately.  Institutions that 
have already begun a compliance program should review the program in light of the new guidance. 
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Please do not hesitate to contact a member of the Not-for-Pro�t practice at 585.232.6500 
for more information about the items discussed in this alert, or for assistance 
in other matters. ■

Summary

Key Development: 
■ New York issued its �rst guidance 
    on new not-for-pro�t endowment rules.

Action Points:  
■ Begin/update compliance program.
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