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The Board of Directors of the Cortland County Business Development Corporation and the
Cortland County Industrial Development Agency, hereafter referred to as "the agencies,”
has adopted this policy as a tool to help implement a disciplined and prudent process to
manage public assets.

Board members bear fiduciary responsibility, and liability, for the processes they
implement to properly fulfill their duties. As fiduciaries, directors have the direct
responsibility for the agency’s investment policies. A fiduciary is defined as an individual,
corporation or association holding assets for another party, often with the legal authority
and duty to make decisions regarding financial matters on their behalf. As fiduciaries of
public funds, directors have the duty to manage and invest public funds, acting in the public
interest.

BDC directors shall exercise this responsibility by:

* Recognizing their fiduciary status, and understanding their fiduciary duties and
responsibilities

* Understanding the changing legal and regulatory environment impacting their role as
fiduciaries

* Developing and managing prudent investment strategies

* Finding independent, trusted and prudent investment advice if required, and
monitoring the work of any external “advisors” through due diligence and
documentation

* Diversifying assets for safety and soundness, as well as to produce a reasonable
risk/return

* Controlling and accounting for expenses

* Avoiding conflicts of interest and prohibited transactions

The following are general standards for prudent investments:

* The performance and merits of investments must consider safety and soundness first,
since BDC funds are public assets.

* All investment decisions must include an assessment of the tradeoff between risk and
reward.

* Asound investment strategy is based on diversification.

* Investments should consider long-term growth, not just current yield.

Fiduciary liability is not determined by investment performance, but rather on whether
prudent investment practices were followed. A fiduciary may be held liable when a breach
of duty exists and appropriate action to protect public assets is not taken. Fiduciaries may
also be held liable if they are judged to have made imprudent investment decisions on
behalf of specific funds or beneficiaries.



Where fiduciaries lack expertise and when necessary, they are obligated to delegate
fiduciary responsibility to another qualified individual, such as an external “prudent
financial expert.” To minimize potential liability and to satisfy their responsibility, the
board, as fiduciaries, must still implement a disciplined investment management process,
and provide direct oversight to an outside expert. Whether investment decisions are
delegated to a professional, or retained by the fiduciaries, the board must demonstrate that
a due diligence process was followed in selecting each investment option.

The board should periodically take the following steps as part of an Investment
Management Process:

* Analyze Current Position
* Implement Investment Policy

* Monitor and Supervise

Currently, all of the BDC’s assets are invested in FDIC-insured savings instruments.



