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NM Private Equity Investment Program
Basic Overview of NMPEIP

O,

* Program created by statute in 1993
o 7-27-5.15 NMSA 1978

e One of several ‘differential rate’ (below market-rate)
programs legislatively authorized for investment
o Economically Targeted Investments (ETIs)
o Only from Severance Tax Permanent Fund
o Others: SBIC; film loans; bonds for state capitol buildings,

universities, correctional facilities

e Goal: to Iinvest in private equity funds, which then
Invest in NM-based companies
o NMPEIP focus: tech transfer from universities & National Labs




NM Private Equity Investment Program
Shift in investment approach

©,

e Early years of NMPEIP, it was seen as a catalyst to
help build a venture community in NM

o Focus was not on returns, but stimulating NM economy &
Industry/job creation

o Returns prior to 2004 were poor, -18%

* NMPEIP investment can be below “market rate”, but
current Council does not want it operated that way

o Investment returns are paramount. If an investment is a good
one, economic development benefits will follow

» By statute, SIC “may” make these investments, not
“shall”




NM Private Equity Investment Program
Program growth & impact on returns

®

e Program has grown significantly since inception
o Expanded from 3% of STPF to 6% in 2003; to 9% in 2006
= 9% of STPF today = $360M
* NMPEIP operated under Uniform Prudent Investor
Act standard since 2004
o Investment returns have improved significantly
o Demonstrable positive economic development impact

* Negative impact of ETI's on STPF returns:
o0 9/30/12 LGPF CYTD performance 12.19% (2" percentile)
o 9/30/12 STPF CYTD performance 11.18% (26 percentile)
o 1% on $4B fund = $40M




NM Private Equity Investment Program
Program improvement & future approach

O,

* Dollar target for NMPEIP being considered
o Council assessing appropriate allocation for portfolio
o Council has advised Sun Mountain to bring new fund
Investments for consideration
e Program still deploying funds to NM companies,
primarily through the NM Co-Investment Fund
o Operated by Sun Mountain Capital since 2006
o Returns since that time, slightly positive; program since
Inception now -3% returns overall
e Council to contemplate additional investment this
week (11/27 meeting) and assess 2013 allocation
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New Mexico Private Equity Investment Program Overview

e The New Mexico Private Equity Investment Program was established in 1993 to make
investments in private equity funds which in turn invest in NM-based companies

* From 1993-2003, the Program was managed as a differential rate (below market rate)
Program and focused on economic development

— Program returns suffered; -18.2% from inception through 2003
— Inconsistent with SIC mission to protect/grow permanent funds

¢ In 2004, new external consultants were hired and since then the Program has been managed
with financial returns as the primary focus
— Program returns turned positive in Q1 2012 for investments made since 2004
— Make the Program sustainable and viable for the long term

® Program returns have improved significantly and economic development goals have also been
achieved with the new strategy and new team

4, SUN MOUNTAIN
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NMPEIP Update Summary

e Over $350 million has been committed to 28 different venture capital funds which support New
Mexico-based companies

* Since inception, these funds have invested or caused to be invested over $2 billion in 62
different companies based in New Mexico

— On average, every 51 invested in a NM-based company by a Fund in the Program attracts another $6.60
of investment capital from other funds to NM-based companies

e Program financial performance has been improving steadily since 2004

— NMPEIP investments have made money for the State in addition to having a very substantial impact on
our economy

— NMPEIP investments have performed in line with national venture capital benchmarks

e Since 2004, no third party marketers or placement agents have been used

SUN MOUNTAIN
72 CAPITAL
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NMPEIP Viewed As A Model Program

e Over 40 states have one or more in-state private equity programs

e The NMPEIP is widely regarded as one of the top programs in the country and the leader in
introducing best practices that are now used across the industry

— Side letter requirements

— Local, “on the ground” personnel

— Metrics used to track comprehensive program performance
¢ Traditional financial return measures: IRR, etc
e Economic development measures: jobs created, economic impact on State
e Economic progress measures: average wages and types of jobs created

e Sun Mountain is frequently asked to advise other states and even foreign countries on how to
establish successful regional investment programs

SUN MOUNTAIN
2 CAPITAL
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Program Has Made No New Fund Investments Since 2008

e 2008 market crash caused program to be put on hold
— Drop in value of Severance Tax Permanent Fund
— NMPEIP very close to its statutory cap from 2008-2010 (9% of STPF value)

e Improving financial performance and strong distributions have replenished NMPEIP so it is
now in a position to make new commitments

e Council gave Sun Mountain green light to start to review funds again for possible investment
and we are actively looking for good investments for the Program

— Some funds are currently in the due diligence process for potential investment; some have already
been rejected

e Sun Mountain fund review process is very rigorous so it takes time to deploy capital
e On average, 30 funds are evaluated for every 1 investment made

e Capital has continued to flow into NM-based companies as a result of the earlier
commitments made to funds by the Program

4, SUN MOUNTAIN

CAPITAL
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Investment in New Mexico companies from NMPEIP: 2009-2012

NMPEIP Investment Activity

(S in millions)
NMSIC Other “Cause to Total Number
Co-Investment NMPEIP Invest” New Mexico of New
Year Fund Funds Funding Investment Companies
2009 S7.2 S7.0 S36.1 S50.3 4
2010 S6.6 S4.1 $29.2 $39.9 3
2011 S13.0 S11.7 $67.0 S91.7 1
2012* S5.1 S4.3 S21.6 S31.0 2
Total S31.8 S27.2 S$154.0 S212.9 10
Investment

Average S8.0 S6.8 S38.5 $53.2 2

(2009-2012)

'\ SUN MOUNTAIN ;
D, CAPITAL 2012 results are through September 30, 2012
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Active New Mexico Company Sector Concentration — Q3 2012

Technology
Innovasic Semiconductor

Holochip
Lumidigm
Nanocrystal
Nuvita
Skorpios Technologies
TruTouch Technologies
ZTEC Instruments

Software
Boomtime
CoMet Solutions
Dining Gift Services
JackRabbit Systems
OnQueue Technologies
Vibrant

SUN MOUNTAIN
CAPITAL

Healthcare
Exagen Diagnostics
ProtoHIT
Puente Partners
Southwest Med Tech

Healthcare Devices

Intellicyt
NanoMR
Veralight

Therapeutics
Protalex

Energy
Altela

Consolidated Energy
Incitor
losil Energy
Sundrop Fuels
WellKeeper

Cleantech
American Clay
Earthstone
Enerpulse
Growstone
MIOX
Noribachi

Aviation
Aspen Avionics
Vertical Power

Other
Figaro Systems
Seattle Fish
Teucrium Trading




NMPEIP Investment Amounts by Sector — Q3 2012

e NMPEIP supports a diversified range of innovative New Mexican companies across many
sectors

NMPEIP Investment Amounts by Sector

(Active Companies)
Other

1% Technology
Cleantech 17%

21%

Software
8%

Therapeutics
2%

Aviation
17%

Healthcare

0,
Energy Healthcare Devices 21%

0,
5% 8%

Source: NMPEIP Fund Managers with Sun Mountain analysis; as of 9/30/12

SUN MOUNTAIN Note: Sector concentration of computed SIC investment in active

CAPITAL New Mexico companies
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Economic Impact is Significant

NMPEIP Impact Summary as of 6/30/12

Investment in NM Companies of Funds with NMPEIP Participation $260,200,939
Investment in NM Companies Other than from Funds with NMPEIP Participation $1,708,613,268
Investment in NM Companies $1,981,877,241
Investment Multiplier (Other/Funds with NMPEIP Participation) 6.6x
Number of Companies funded 62

Active Companies 38 61.3%

Companies Exited at Gain 7 11.3%

Companies Exited at Loss 17 27.4%
2012 NM Purchases $99,873,981
2012 NM Payroll $91,132,918
2012 NM Economic Impact $191,006,899
Total Current Full-Time Jobs 1,244
Average Salary of Jobs Created $73,258
Average Salary in New Mexico" $34,575

Source: Survey of participating NMPEIP fund managers and NM companies

! Source: U.S. Dept. of Commerce, Bureau of Economic Analysis

SUN MOUNTAIN
CAPITAL
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Next Steps for NMPEIP

e Get the word out that the Program is ready, willing, and able to make new investments
— Clear direction from the State Investment Council

* Proactively seek out possible investment funds that meet the investment criteria and also
have a commitment to New Mexico

— Current pipeline includes over 40 potential fund investments

e Support and be a catalyst for technology transfer from NM labs and universities to
successful commercial businesses

e Continue to drive improved NMPEIP performance

SUN MOUNTAIN
Ll CAPITAL .



NMPEIP New Mexico Companies Investment By Fund Report

New Mexico Based Companies Invested In by Funds in the SIC's New Mexico Private Equity Investment Program

(as of 9/30/12)

Company Description Industry Website Status

AltaView Technologies Altaview Technologies develops and deploys systems which collect and Media No website Exited
transmit human performance/biometrics and environmental information
for sports and entertainment purposes.

Altela Altela applies proprietary water clean-up technology to eliminate the Energy www.altelainc.com Active
liability of produced water in the oil and natural gas industry.

American Clay American Clay manufactures and distributes clay-based earth plasterto  Cleantech www.americanclay.com Active
the construction and home remodeling industries.

Amtech Systems Amtech Systems Corporation provided a wide range of specialized Technology No website Exited
products and services in five primary end-markets: Energy, Radio
Frequency (RF) Applications, Research/Medical Applications, Water and
Industrial Applications.

Aspen Avionics Aspen Avionics specializes in bringing the most advanced capabilities and Aviation www.aspenavionics.com Active
technologies from the commercial and business aviation markets into
general aviation cockpits.

Avasca Medical Avasca developed better, safer arteriomy closure systems for use in such  Healthcare No website Exited
procedures as angioplasty and stents.

Advent Solar Advent Solar was a manufacturer of photovoltaic cells for use in industrial, Energy No website Exited
commercial and residential energy production.

Bioreason Bioreason was founded to address the needs of pharmaceutical, biotech, Healthcare No website Exited
and agricultural product companies in the search for new lead compounds
based on large, complex data sources.

Boomtime BoomTime is a business-to-business company that specializes in Technology www.boomtime.com Active
ecommerce functionality for service-based organizations, helping these
organizations realize greater revenues and business leads from the
Internet, and allowing them to have a real relationship with their clients
online.

Comet Solutions Comet Solutions provides software for conceptual simulation engineering Technology www.cometsolutions.com Active
applications.

Source: The data utilized herein was provided by the General Partners of NMPEIP funds.

NMPEIP Company Report



NMPEIP New Mexico Companies Investment By Fund Report
New Mexico Based Companies Invested In by Funds in the SIC's New Mexico Private Equity Investment Program

(as of 9/30/12)

Company Description Industry Website Status

Consolidated Energy Consolidated Energy is unique in the energy business by focusing solely on Energy WWW.conenersys.com Active
making environmentally responsible use of opportunity fuels derived from
the process of refining crude oil stocks and bio-fuels derived from organic
materials which are harvested from non-food related crops.

Controlled Recovery Controlled Recovery was a leader in the treatment, recovery and disposal Energy No website Exited
of oil and gas wastes in the Permian Basin.

Desert Power Desert Power engaged in the repair, rebuild, and restoration of parts and Energy No website Exited
components used in the mining, construction, and natural gas industries.

Dining Gift Services Dining Gift Services will address the substantial and growing consumer Media No website Active
market for gifts cards by creating one or more branded gift cards or
certificates, redeemable within a broad network of local and independent
businesses.

Earthstone Earthstone’s patented technology takes beverage bottles out of the waste Manufacturing www.earthstoneinternational.com Active
stream and puts them to work by creating functional, innovative, and cost-
effective industrial, horticultural, and consumer products.

Eclipse Aviation Eclipse Aviation designed and developed a new, twin turbofan jet aircraft, Aviation www.eclipseaerospace.net Exited
the Eclipse 500.

Elisar Software Elisar was an online image security software provider. Technology No website Exited

Enerpulse Enerpulse has developed a revolutionary new spark plug called PulStar Cleantech www.pulstar.com Active
that has up to 10,000 times more than a conventional spark plug without
consuming more power from limited on-board power supply.

Entrada Entrada was a special acquisition fund created in 2004 for the sole Cleantech No website Exited

purpose of buying out and restructuring a single manufacturing company
and completed the acquisition of MIOX Corporation in September 2005,
whereupon Entrada CEO Carlos Perea assumed managerial
responsibilities.

Source: The data utilized herein was provided by the General Partners of NMPEIP funds. NMPEIP Company Report



NMPEIP New Mexico Companies Investment By Fund Report
New Mexico Based Companies Invested In by Funds in the SIC's New Mexico Private Equity Investment Program

(as of 9/30/12)

Company Description Industry Website Status

Exagen Diagnostics Exagen is a molecular diagnostics company focusing on the rapid Healthcare Www.exagen.com Active
discovery, validation and commercialization of genomic marker tests
across a variety of disease states.

Figaro Systems Figaro provides seatback and wireless tilting software and system Media www.figaro-systems.com Active
installations to opera houses and other music performance venues
worldwide.

Growstone Growstone uses a flexible manufacturing process and proprietary green ~ Manufacturing www.growstone.com Active
technology to create agricultural products that are customizable and have
broad market applications.

Holochip Holochip develops and manufactures adaptive polymer lenses that meet Technology www.holochip.com Active
the most demanding technical requirements, enabling engineers,
scientists, and consumers with innovative solutions for utilizing and
manipulating light.

Incitor Incitor is developing a proprietary process to turn waste biomass into Energy www.incitor.com Active
valuable products: fuel, additives, petrochemical replacements and
specialty chemicals.

Infantelligence Infantelligence created a new parenting magazine devoted to early Media No website Exited
learning that launched in January 2001.

Innovasic Semiconductor Innovasic designs, builds and sells complex, highly integrated embedded Technology www.innovasic.com Active
microcontroller solutions and peripheral IC's into the industrial, medical,
automotive, consumer, communications and military markets.

Intellicyt Intellicyt is a life science hardware, software and services company that  Healthcare www.intellicyt.com Active
develops, manufactures, sells, and supports innovative products for flow
cytometers to be used in high-throughput screening applications in the
life sciences.

Introbotics Introbotics was focused on the high frequency programmer's work bench Technology www.introbotics.com Exited

testing research and was a leading supplier of testing equipment and
services to the circuit board industry.

Source: The data utilized herein was provided by the General Partners of NMPEIP funds. NMPEIP Company Report



NMPEIP New Mexico Companies Investment By Fund Report

New Mexico Based Companies Invested In by Funds in the SIC's New Mexico Private Equity Investment Program

(as of 9/30/12)

Company Description Industry Website Status

losil Energy losil Energy produces high-purity solar grade polysilicon for the Energy www.iosilenergy.com Active
photovoltaic industry. losil utilizes an innovative process to recycle waste
material from wafer sawing operations to produce high-purity polysilicon
more economically than from virgin materials while lowering the carbon
footprint of silicon manufacturing.

JackRabbit Systems JackRabbit Systems develops online travel software for destination and Technology www.jackrabbitsystems.com Active
travel portal websites.

Kinetisis Kinetisis applied kinetic-energy-activated molecular-beam epitaxy, a Technology No website Exited
crystal growth technique, to develop and market novel microelectronic
and optoelectronic products and devices.

Lumidigm Lumidigm is a biometric company dedicated to enabling convenient, Technology www.lumidigm.com Active
secure, and reliable identification and verification.

MesoFuel MesoFuel was a specialist in the development of small-scale devices for  Energy No website Exited
the conversion of liquid and gaseous hydrocarbons into pure hydrogen for
storage and for use in PEM and other fuel cells.

Metaphor Metaphor was founded to develop a new approach in developing custom Technology No website Exited
Integrated Circuits. Software-Defined Programmable Logic was developed
by the company, and it allows customers to define a custom IC using a
software development methodology.

MicroOptical Devices MicroOptical Devices was a developer of optical components and Technology No website Exited
subsystems based on VCSEL technology.

MIOX Corporation MIOX produces capital equipment for the on-site generation of a chlorine- Cleantech WWW.miox.com Active
based water disinfectant solution for municipal, waste water, recreational
and other markets.

Nanocrystal Nanocrystal is a development stage company focused on the Technology No website Active

commercialization of Gallium Nitride production technology for use in the
manufacturing of ultra low defect-density GaN material for applications in
high performance optoelectronic and microelectronic devices.

Source: The data utilized herein was provided by the General Partners of NMPEIP funds.

NMPEIP Company Report



NMPEIP New Mexico Companies Investment By Fund Report
New Mexico Based Companies Invested In by Funds in the SIC's New Mexico Private Equity Investment Program

(as of 9/30/12)

Company Description Industry Website Status

NanoMR NanoMR is a diagnostic medical device company currently developing a Healthcare WWWw.nanomr.com Active
proprietary system for real time, ultrasensitive detection of diagnostic
targets in biological samples that can deliver unprecedented sensitivity
and speed-to-detection in a wide variety of clinically relevant diagnostic
applications.

Noribachi Noribachi is an early stage venture accelerator focused on building Cleantech www.noribachi.com Active
successful clean technology companies.

Nuvita Nuvita combines leading-edge science, technology and innovative Technology www.nuvita.com Active
distribution to improve individual health and reduce the risk of disease
and ultimately decrease health care costs for providers, employers and
individuals through employer hosted services.

OnQueue Technologies OnQueue provides a “cloud-based” service bureau for iPhone / iPod Technology www.onqueuetechnologies.com Active
Touch developers, advertisers, agencies and publishers offering services
including: “push” notification, analytics, ad network, location-based
services, and dynamic updates.

Patchwork Systems Patchwork's premier product, PAT, was created to simplify the impacts of Technology No website Exited
patching Oracle Applications.

PHASE-I PHASE-1 was founded as a toxicogenomics company, the first commercial Healthcare No website Exited
toxicogenomics corporation in world history.

Protalex Protalex is a biotechnology company developing a novel, new class of Healthcare www.protalex.com Active
drugs for the treatment of various autoimmune disorders.

ProtoHIT ProtoHIT designs and markets workers’ compensation delivery treatment Technology www.protohit.com Active

optimization software for physicians, clinics, self-insured employers &
carriers that provides a single approval protocol treatment system directly
to healthcare providers.

Source: The data utilized herein was provided by the General Partners of NMPEIP funds.

NMPEIP Company Report



NMPEIP New Mexico Companies Investment By Fund Report

New Mexico Based Companies Invested In by Funds in the SIC's New Mexico Private Equity Investment Program

(as of 9/30/12)

Company Description Industry
Puente Partners Puente Partners, modeled off Southwest Medical Ventures, is an Healthcare
investment vehicle to create and launch start-up life science companies.
Waneta Tuttle, the CEO, leverages her experience with Southwest Medical
Ventures to help other entrepreneurs launch and structure venture
fundable companies.

Website
No website

Status
Active

Quasar International Quasar serviced the nondestructive inspection market in automotive Technology
component manufacturing with a new, proprietary technology called
Resonant Inspection.

www.quasarintl.com

Exited

Seattle Fish Company Seattle Fish Company of New Mexico, with operations in Albuquerque and Distribution
El Paso, offers the finest fresh and frozen fish and seafood in the
Southwest.

www.seattlefishnm.com

Active

Seclarity Corporation Seclarity, an information security technology company, developed Technology
hardware-based enterprise solutions for users, applications, and
operating systems in the United States and internationally.

No website

Exited

Skorpios Technologies Skorpios Technologies is a silicon photonics company focused on bringing Technology
the economy and scale of the silicon industry to the optical
communications market by integrating optical functions directly onto
CMOS.

www.skorpiosinc.com

Active

Southwest Medical Technol Southwest Medical Technologies is a healthcare technology development Healthcare
firm established to commercialize life sciences technologies in New
Mexico.

No website

Active

Sundrop Fuels Sundrop Fuels has developed technology that thermal power onto Energy
biomass at temperatures that cause the material to be reduced into its
basic elements that are then re-combined into fuels that can be used for
transportation and energy production.

www.sundropfuels.com

Active

Surfect Technologies Surfect provided advanced interconnect and packaging solutions for Solar Technology
Cell, LED and Power Management applications.

No website

Exited

Source: The data utilized herein was provided by the General Partners of NMPEIP funds.

NMPEIP Company Report



NMPEIP New Mexico Companies Investment By Fund Report

New Mexico Based Companies Invested In by Funds in the SIC's New Mexico Private Equity Investment Program

(as of 9/30/12)

Company Description Industry Website Status

TCl Medical TCl Medical was founded to bring innovative product solutions to the Healthcare No website Exited
world marketplace for medical diagnostics and treatment in diagnostic
imaging and nuclear medicine systems.

Teucrium Trading Teucrium Trading is an issuer of single commodity focused next Financial www.teucrium.com Active
generation Exchange Traded Products in the agricultural and energy
sectors.

TRED Displays TRED Displays developed the first low-cost, reflective, “green-tech” digital Technology No website Exited
display that can be seamlessly integrated with large format, outdoor
graphics signs.

TruTouch Technologies TruTouch is a medical device company that manufactures and sells Technology www.trutouchtechnologies.com Active
products that measure blood alcohol level using a revolutionary, patented
non-invasive technology.

Veralight Veralight is a medical device company that was established to focus ona Healthcare www.veralight.com Active
comprehensive approach to non-invasive type 2 diabetes and pre-
diabetes screening.

Vertical Power Vertical Power offers a new way to wire and fly experimental aircraft. Aviation www.verticalpower.com Active

Vibrant Vibrant is a spin off of Mechtronic Solutions that has commercialized Technology www.vibrantndt.com Active
Process Compensated Resonance Testing for use in the aerospace and
power generation industries.

WellKeeper Wellkeeper was formed to develop reliable, dependable and affordable  Energy www.wellkeeper.com Active
remote monitoring solutions for independent oil and gas operators.

Zia Laser Zia Laser was a leading innovator and manufacturer of Quantum Dot Technology No website Exited
semiconductor lasers.

ZTEC Instruments ZTEC Instruments is a pioneering instrument design and manufacturing Technology www.ztecinstruments.com Active

company whose products include modular digital oscilloscopes, waveform
generators, RF frequency counters, RF power meters and timing
references.

Source: The data utilized herein was provided by the General Partners of NMPEIP funds.

NMPEIP Company Report
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