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New Mexico Small Business
Investment Corporation (NMSBIC)

Formed in 2001 by the Small Business Investment
Act.

Funded by an allocation of 1% of Severance Tax
Permanent Fund.

Purpose is to create new job opportunities in
communities statewide.

Required to make investments in connection with
Cooperative Agreement Partners.



NMSBIC

* Total original Severance Tax Permanent Fund allocation
of S47 million as of 2007.

 NMSBIC assets at June 30, 2014: $S37.8 million (approx.)
- Unaudited, June 30, 2014 audit is in process

- All equity partner results have not yet been received

* Reduction in assets is primarily from realized and

unrealized losses in Equity Program, and Equity Program
management fees.



NMSBIC Management Changes

New Board appointed by Governor in mid-2011

New Executive Director/Investment Advisor selected
mid-2012

Roxanna Meyers elected Board Chair and President
in October 2013



NMSBIC Net Income (Loss)
Fiscal Years Ended June 30

(in millions)
$0.49
— *
2009 2010 2011 i 2013 2014
l ($1.46)

(1.73)

($3.05)

(54.04)

* Not all of the NMSBIC’s equity partners have provided their June 30, 2014 financial
results yet, therefore the NMSBIC’s change in net assets for the year ended June 30,
2014 is not available at this time.



NMSBIC Focus

The NMSBIC continues to focus on expanding its
Lending Program, and decreasing its
concentration in high risk venture capital
Investments.



NMSBIC Outstanding & Committed Capital

June 30, 2014 (preliminary & unaudited)

Equity
Program

$18.3
million

Lending Program Detail (in thousands)

Unfunded Total

Outstanding Commitment Committed

ion terminated participation agmt $2588 50 $2588
Accion new participation agreement $1,656 $756 $2.412
The Loan Fund line of credit $7 755 $2 245 510 000
Wesst participation agreement $88 $287 $375
Total Lending Program $12,087 $4,788 $16,875
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Equity Program — Disadvantages

High risk of loss

Management fee impact on returns

Lack of interest income to offset operating
expenses

Long term investments, slow turnover of funds
Dilution from later stage investments

Geographic concentration in Albuquerque area
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Equity Program Performance

* March 31, 2014, Life-to-Date (preliminary and unaudited)

Net Estimated Jobs Reported Estimated

Investment Value Gain (Loss) at 6/30/14 Cost per Job

Santa Fe Windows and Doors ($25,000) S0 $25,000 n/a n/a

Flywheel Ventures (2 funds) $3,411,989  $2,507,893 ($904,096) 65  ($13,909)

NM Community Capital $5,814,003 $3,598,836  ($2,215,167) 253 ($8,756)

Mesa NM Growth Funds (2 Funds) $10,437,551 $359,477 ($10,078,074) 18  ($559,893)

NM Mezzanine Ptrs $2,048,976  $2,020,882 ($28,094) 64 ($439)

Verge Funds (3 funds) $6,521,817  $8,042,243  $1,520,426 100 $15,204
Adjustment for multiple funds invested in the same company (4 companies) -103

Total Equity Program $28,209,336  $16,529,331 ($11,680,005) 397  ($29,421)

* June 30, 2014 financial results have not yet been received from all equity fund partners.
Equity program investments are long-term investments. Life-to-date results are considered

more meaningful than year-to-date information.



Lending Program - Advantages

Banks’ conservative lending approach creates a
funding gap, which makes room (and need) for
NMSBIC loan funds.

Shorter term investments/high turnover of funds.
No management fees.

Interest income to offset operating expenses.
Borrower equity and collateral reduces risk.

Statewide dispersion of funds.



Lending Program
June 30, 2014

The NMSBIC’s Lending Program consists of:

e 510,000,000 revolving line of credit with the New
Mexico Community Development Loan Fund (The
Loan Fund).

« 55,000,000 loan participation agreements with
ACCION.

* 51,500,000 revolving line of credit with the New
Mexico Mortgage Finance Authority (MFA).

e $375,000 loan participation agreement with WESST.
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Lending Program Performance

June 30, 2014 (preliminary and unaudited)

Since Inception
ACCION 2003 Participation Agreement (1)

ACCION 2013 Participation Agreement

THE LOAN FUND Participation Agreement (2)
THE LOAN FUND Line of Credit

WESST Participation Program

Total Lending Program

12 months ended June 30, 2014
ACCION 2003 Participation Agreement (1)

ACCION 2013 Participation Agreement
THE LOAN FUND Line of Credit
WESST Participation Program

Total Lending Program

Jobs Reported Profit (Cost)

Interest Loan Charge Net Interest at time of per Jobs
Income Offs Income (Loss) Origination Reported
$904,229 ($1,230,134) (5325,905) 4,516 (S72)
$14,547 SO $14,547 541 S27
$77,631 (511,519) $66,112 - -
$959,178 SO $959,178 2,835 $338
$19,159 (517,695) 51,464 205 S7
$1,974,744 (51,259,348) $715,396 8,097 S88
$93,255 (524,453) $68,802 228 $302
$14,547 SO $14,547 541 S27
$131,298 SO $131,298 586 $224
$2,145 SO $2,145 17 $126
$241,245  ($24,453) $216,792 1,372 $158

(1) The ACCION 2003 participation agreement was terminated as of November 1, 2013. Loans outstanding as of the
termination date will run off in the normal course of business.
(2) THE LOAN FUND 2004 participation agreement was terminated as of July 13, 2007.



Lending Program Turn-Over
June 30, 2014

Life-to-Date NMSBIC
Loans Funds
Funded Committed

ACCION $28,629,433 $5,000,000
The Loan Fund $25,270,057 $10,000,000
MFA SO $1,500,000
WESST Corp. $584,944 $375,000

540,454,248 $16,875,000

As loans are repaid, funds are recycled into new
loans to New Mexico small businesses.



Investment Geography
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The Lending Program has provided funds for
3,056 loans in 31 of 33 New Mexico counties



NMSBIC

Loans per Capita (capita in thousands)

June 30, 2014

Number of Population
County Loans (1) Estimate (2)
Bernalillo 1,749 670,968
Catron 5 3,733
Chaves 43 65,890
Cibola 41 27,658
Colfax 19 13,640
Curry 23 49,649
De Baca - 1,845
Dofia Ana 160 213,598
Eddy 17 54,152
Grant 21 25,380
Guadalupe 2 4,619
Harding - 704
Hidalge 1 4,861
Lea 52 65,423
Lincoln g 20,454
Los Alamos 5 18,222
Luna 2 25,281
McKinley 24 73,664
Mora 13 4,773
Otero 16 65,703
Quay S 5,026
Rio Arriba 30 40,446
Roosevelt 11 20,446
San Juan 55 128,200
San Miguel 5% 25,301
Sandoval 206 134,259
Santa Fe 217 145,648
Sierra 4 11,543
Socorro 11 17,873
Taos 91 32,917
Torrance 28 16,345
Union 1 4,433
Valencia 132 77,070

Loans per

1,000 Capita

2.6
13
0.7
15
14
0.5
0.7
03
0.7
0.4
0.2
0.8
0.4
03
0.1
03
2.7
0.2
1.0
0.7
05
0.4
2.0
15
15
03
0.6
2.8
1.7
0.2
1.7

Bernalille
Catron
Chaves

Cibola
Colfax
Curry

De Baca
Dofia Ana
Eddy
Grant
Guadalupe
Harding
Hidalge
Lea
Lincoln
Los Alamos
Luna
McKinley
Mera
Ctero
Quay

Rio Arriba
Roosevelt
San Juan
San Miguel
Sandoval
Santa Fe
Sierra
Socorro
Taos
Torrance
Union
Valencia

(1) Total number of loans originated with NMSBIC funds since 2004
(2) Source: http://www.census.gov/popest/data/counties/totals/2011/CO-EST2011-01.html
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NMSBIC’s Lending Program is filling a
void in available loans for many small
businesses in New Mexico.



New Mexico Banks
Net Loans and Leases to Deposits

as of June 30
88.7%

70.6% 70.5%
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Source: www.fdic.gov, Statistics on Depository Institutions, June 30, 2014
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2014
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Lending Program Changes
Year ended June 30, 2014

The NMSBIC’s loan agreement with ACCION was revised:

* The previous loan participation agreement, under which
NMSBIC losses were unlimited, was terminated. Loans
outstanding will run off in the normal course of business.

* A new participation agreement was put in place with the
NMSBIC earning interest at an annual rate of 3.0%, and
NMSBIC losses are capped at an annual rate of 1.0%.

e Committed funds were increased from $3.5 million to
S5.0 million

* The maximum small business loan using NMSBIC funds
was increased from $200,000 to $225,000.



Lending Program Changes (cont.)
Year ended June 30, 2014

The NMSBIC’s agreement with The Loan Fund was revised:

NMSBIC collateral reduced from 110% to 100%.
2% annual interest rate extended to 2018.

Committed funds increased from $8.5 million to $10
million.

Removed 70% limit on use of NMSBIC funds.

Change from staggered maturity dates to a single, 10
year maturity date.

The maximum small business loan using NMSBIC funds
was increased from $350,000 to $S500,000.



Lending Program Changes (cont.)
Year ended June 30, 2014

The NMSBIC entered into a new $1.5 million loan agreement
with the New Mexico Mortgage Finance Authority (MFA):

* Purpose is to provide funds to develop multi-family financing

in areas of state where lack of affordable housing is restricting
job growth.

* 5year maturity, 2% annual interest rate.

* Unsecured, funds are guaranteed by MFA.



Community Outreach

NMSBIC Board members travel to communities
around New Mexico to conduct, “Accessing
Capital in New Mexico” Community Outreach

Meetings:

Hobbs — August 2012
Espanola — August 2013

Clovis — Scheduled for October 2014



Opportunities to expand the Lending
Program will more than likely exhaust
available funds by the end of 2014



NMSBIC Going Forward

* Focus on Lending Program to fill funding gap
for New Mexico small businesses.

* Manage and monitor partnership agreements
to manage NMSBIC risk.

* Access additional funding to expand NMSBIC’s
Lending Program.






