/\ NEW MEXICO
FINANCEAUTHORITY

Memorandum

To: Members of the NMFA Oversight Committee

From: Marquita D. Russel, Chief Executive Officer

Date: July 20, 2026

Re: Proposed Changes to the Rules Governing the Conduit Project Revenue Bonds

Iltem:
Overview of proposed changes to the Rules governing the Conduit Project Revenue Bonds under
the Statewide Economic Development Finance Act.

Background:
The Statewide Economic Development Finance Act, Sections 6-25-1 et seq., NMSA 1978

(“SWEDFA”) authorizes the NMFA to issue conduit revenue bonds on behalf of eligible entities.
Under this arrangement, the NMFA is able to issue tax-exempt bonds for those entities allowed
under federal law, providing the underlying entity with low-cost financing.

Pursuant to SWEDFA, an eligible entity is defined as a “for-profit or not-for-profit business,
including an agricultural enterprise, such as new or ongoing agricultural projects that add value
to New Mexico agricultural products and including a corporation, limited liability company,
partnership or other entity, determined by the department to be engaged in an enterprise that
serves an economic development goal and is suitable for financing assistance.” SWEDFA also
limits the types of projects that can be financed pursuant to SWEDFA. Certain eligible entities
and projects under SWEDFA can qualify for the exception to the private activity bond rules under
federal law. These are set out in Section 141(e) of the Internal Revenue Code, and include bonds
issued on behalf of qualified 501(c)(3) organizations.

Though SWEDFA was enacted in 2003, NMFA did not issue its first conduit, tax-exempt bond
until more than 20 years later. In the past two years, NMFA has been asked to issue bonds for
four separate projects. The Rules enacted in 2009 were adopted at a time when it was thought
that the programs under SWEDFA would become more robust. The Rules incorporate the
concepts of using the Economic Development Revolving Fund (“EDRF”) to purchase bonds and
to issue Industrial Revenue Bonds (“IRBs”) to provide tax abatement for economic development
projects. This is not a current intended use of the program and as a result the Rules have become
unnecessarily broad and confusing.

Staff is recommending the elimination of several concepts, particularly those dealing with the
EDRF’s purchase of bonds, the financing of LEDA projects, the issuance of IRBs, and bonds
issued under the American Recovery and Reinvestment Act. The proposed changes also suggest
the elimination of redundancies, especially definitions that mirror the language in SWEDFA. The
intent is for the Rules to be as concise as possible and to address only the straight-forward
issuance of conduit, tax-exempt bonds.

Request:
Information only. Staff will be requesting approval of the amended and restated Rules at the

September Oversight Committee meeting.
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RULESANDREGUEATIONS

GOVERNING FHEECONOMICDEVELOPMENT BONDPROGRAMPROJECT REVENUE BONDsS

AND-FINANCINGASSISTANCE

UNDER THE STATEWIDE ECONOMIC DEVELOPMENT FINANCE ACT AS
ADOPTED

ON [Peeember1;2009{September 24, 20261}

BY THE BOARD OF DIRECTORS
OF THE
NEW MEXICO FINANCE AUTHORITY AND APPROVED BY THE
NEW MEXICO FINANCE AUTHORITY OVERSIGHT COMMITTEE ON

Deecember 17,2009 [September 2, 2026]




SECTION 1. AUTHORITY

The New Mexico Finance Authority Economie DevelopmentBendProject Revenue Bonds
andHinanemeAssistaneeRules andRegulations—(“Rules™) are adopted by the New Mexico

Finance Authority pursuant to the Statewide Economic Development Finance Act, Sections 6-25-

1 to 6-25- 29 NMSA 1978 as amended—th%pwpeses—ef—wmeh—&rﬁe—s%ﬂmﬂa%%eeenem

NMSA 1978, as amended, prov1des that the New Mexico Finance Authority and the Department of
Economic Development will coordinate to identify and evaluate potential projects’ suitability for
financing assistance and formulate recommendations. Section 6-25-6 NMSA 1978, as amended,
gives the New Mexico Finance Authority certain powers and duties to enable it to implement a
program to assist in financing projects, including the power to :

(-issue project revenue bonds on behalf of an eligible entity, payable from the revenues of a
project and other revenues authorlzed as securlty for the bonds to ﬁnance a project on behalf of an
ehg1b1e entlty ah h § e p

SECTION 2. PURPOSE OF RULES ANDREGUEATONS

These rules-Rulesand-regulations are adopted, subject to approval of the New Mexico
Finance Authority Legislative Oversight Committee, pursuant to Section 6-25-6(E) NMSA 1978,
as amended. The purpose of these rules-Rulesandregulations is to govern the New Mexico Finance
Authority’s implementation and administration of the prejeetrevenue-bendfinancing assistance
pfegfam—authorlzed in the Statew1de Economic Development Flnance At e

nds. These Rrules and
the Authority.

SECTION 3. DEFINITIONS

Unless otherwise defined below, capitalized terms used herein have the meaning given to them in
the Act.

A. "Act" means the Statewide Economic Development Finance Act, Sections
6-25-1 to 6-25-29 NMSA 1978, as amended;
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B. “Agreement” means the—a written agreement entered into between the
Authority and the-an Eligible Entity whieh-specifying the terms and conditions of obtaining
Financingal Assistance;

C. “Applicant” means an petential-Eligible Entity that has filed an Application
with the Authority and the Department for the issuance of Project Revenue Bonds;

D. “Application” means a written document, in a form provided by the
Authority and filed with the Authority by an Applicant for the purpose of requesting the
Authority to issue Project Revenue Bonds to provide financial assistance for the Applicant’s
Project;

E. “Authority” means the New Mexico Finance Authority

EF——*Board” means the New Mexico Finance Authority Board of Directors;

G. “Conduit Project Revenue Bonds” means Project Revenue Bonds, the
interest on which is excludable from the income of the holder pursuant to the Code.

G——

H—Economic Development Committee” means a committee appointed by the
chairman of the Board from the members of the Board and/or the Authority staff, and shall

include the Secretary of the EeenemieDevelopment—Department (or the Secretary’s
designee);

I_.H. (13 M 2

J——"Economic Development Revolving Fund" means the fund of that name
created by the Act;



E——“Eligible Entity” means a for-profit or not-for-profit business enterprise,
including a corporation, limited liability company, partnership or other entity, determined
by the Department to be engaged in an enterprise that serves an economic development goal
and is suitable for financing assistance, all as provided by Section 6-25-3H NMSA 1978, as
amended;

Ne—“Internal Revenue Code” or “Code” means the Internal Revenue Code of
1986, as amended and the applicable regulations there under;

S——*“Oversight Committee” means the joint interim legislative committee
established pursuant to § 6- 21 30 NMSA 1978, as amended




VM.  “Program” means the Conduit Project Revenue -Bond program authorized by
the Act and these Fules—Rules&ﬁd—regul-aﬁeﬁs

X—Project Account” means a fund designated exclusively for receipt of
Program funds in connection with a Project for an Eligible Entity;

N.

¥—*Project Revenue Bonds” means bonds, notes or other instruments
authorized in Section 6-25-7 NMSA 1978, as amended, and issued by the Authority pursuant
to the Act on behalf of Eligible Entities, all as provided by Section 6-25-3E NMSA 1978, as
amended:;




SECTION 4. ELIGIBLE ENTITIES AND PROJECTS

The Authority is authorized by the Act to issue Conduit Project Revenue Bonds on behalf of
Eligible Entitiesfor-State-Projeets-and-Standard Projeets. Eligible Entities must be determined by
the Department to be engaged in an enterprise that serves an Economic Development Goal and must
be suitable for Financing Assistance. Conduit Project Revenue Bonds are payable from the revenue

derived from a Project being financed by the bonds and from other revenues pledged by an Eligible
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Entity and may be secured as provided in the Act and determined by the Authority. Project Revenue
Bonds are not general obligations of the Authority or the State within the meaning of any provision
of the constitution of New Mexico and never give rise to a pecuniary liability of the Authority or the
State or a charge agalnst the general credrt or taxmg power of the State. Prejeet—Re%e—Beﬂds

A.  In accordance with Sections 6-25-5 and 6-25-6 NMSA 1978, as amended, the
Authorlty W111 coordlnate W1th the Department to adm1n1ster an outreach program to ﬁet}fy—petenﬁaﬂ

requﬁemeﬂts—ef—the—llregramsurvev potentlal Ehglble Ent1t1es and Proleets for the purpose of
identifying and recommending Projects to the Authority. The Department and Authority shall

evaluate potential Projects for suitability for Financing Assistance, formulate recommendations of
Projects that are suitable for Financing Assistance, and obtain input and information relevant to
the establishment and implementation of criteria for evaluating potential Projects, including the
suitability of providing Financing Assistance through the issuance of-PrejectRevenue Bonds-or
Conduit Project Revenue Bonds.

B. General Provisions Relating to Applications for Financing Assistance

1. The Authority will provide a form of Application by which Applicants can
apply for Financing Assistance for Projects. The Authority will determine an Application fee to be
paid in connection with the submission of the Application. The Application will include:

1. a-information necessary to determine whether the Project meets an Economic
Development Goal;

1. information necessary to determine whether the Project is suitable for
Financing Assistance:

+——information necessary to determine whether the Project may be financed with
Conduit Project Revenue Bonds:

1il.

iv. —the type of Financing Assistance being requested: and,

V. such other information as the Authority deems necessary to consider in
making the determination whether to offer Financing Assistance.




A 2. The Conduit Project Revenue Bond issuance process commences when an
Applicant files a complete Application with the Authority and pays any required Application fee.
During the application process, Applicants are-respensibleformust notifying the Authority as-seen
as-pessible-ef subsequentwithin ten (10) business days of any material changes in the ratare-ofthe
Preject-or-the-finanetnginformation contained in the Application or the nature of the Project for

which Financing Assistance is requested.

E-D. All communications with the Authority regarding Applications for the issuance of
Conduit Project Revenue Bonds will be directed to the Authority’s Chief Executive Officer or
other staff member of the Authority designated by the ehief—Chief exeeuntive—Executive
offieerOfficer. After a determination by the Department and the Authority that a Project meets an
Economic Development Goal, communications regarding the Application will be just with the
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Authority.

SECTION 6. EVALUATION OF APPLICATION

The Authority will complete an evaluation of the Application and the proposed Project to
determine: (i) Project feasibility, the—Appleant’s—finanecialpeosition,—and—economic—and
demegraphiefaetors (i1) whether the Project meets an Economic Development Goal, (ii) whether
the Project is eligible for Financing Assistance, and (iii) whether the Project may be eligible for
financing with Conduit Project Revenue Bonds.

B. Upon receipt of a complete Application, Authority staff will evaluate Applications
for compliance with the Act, these rales-Rules and applicable; Authority policies and procedures.
9



Staff will forward Applications determined to be complete and recommend for approval to the
Economic Development Committee within 45 days of the application being deemed complete.
Staff will notify Applicant if an Application is incomplete and shall describe the additional
information needed to complete the Application for consideration-by-the Econemie Development
Committee. Staff will provide written notice to an Applicant of its decision not to recommend a
completed Application for consideration by the committee. The written notice shall include an
explanation of the reasons for the decision not to recommend the Application for consideration-by

oo s L s e

C. Upon recelpt of such ertten recommendatlons—aﬂd—u-peﬂ—eletemnﬁa&eﬂ—by—the

Gea-l the Economic Development Committee will con51der the Apphcatlon and may confer with
outside parties as necessary to obtain more information on the feasibility of the Applicant’s Project,
the creditworthiness of the Applicant or other relevant matters. Upon completion of its evaluation
of the Application, the Economic Development Committee will make a written recommendation to
the Board. Such recommendation will propose either approval or disapproval of the-issuanee-of

P—Fejeet—Revena%BeﬂdsFmancmg A551stance for spec1ﬁc Prmects—wa—l—l—spee&ﬁy—th%te%ai—p%merpal

i&%%%ﬂ&gﬁ&%%ﬂ—m—ﬂﬁ%@%%ﬂfg&bl%ﬂﬁw—Any recommendatlon for
approval will j}mclude a ﬁndmg that the Apphcant is an Ehglble EntltyJ a&d—@_w—l—]—speeﬁy

D. The Authority will evaluate each Application for the issuance-of Projeet Revenue
Bendsreceipt of Financing Assistance in accordance with this Section 6 of these rules-Rules and

regulations. The Authority will evaluate an Application for PrejeetRevenue Bends-Financing
Assistance based on, among other items:

——Whether the requirements of the Act and these rRules-and-regulations have_

#1. been met;

iii.  Project feasibility, which may include business plans, feasibility studies or
appraisals as determined by the Authority;
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#w—The ability of the Applicant and/or the Project to provide revenues_

wiv. sufficient to service the debt involved with the Conduit Project Revenue
Bonds and the Project;

vv. The ability of the Applicant to secure financing from other sources and the
costs of such financing; and,

vi. The ability of the Project to advance Economic Development Goals-and-te

D:E. The Authority’s evaluation will also take into account the Applicant’s experience,
legal history, financial history and current financial status in determining the economic feasibility
of the proposed Project. In this regard, the Authority may consider, among other matters:

1. Recent Personal Financial Statements for principals with greater than 20%
interest in the company and any guarantor, including any personal credit
reports;

ii.  The education and work history of the officers, managers, members or partners
of the Applicant;

iii. The Applicant’s experience in the industry and in managing projects similar
to the proposed Project;

iv.  Assets and liabilities of the Applicant;

v.  Income and expenses of the Applicant;

vi.  Existence of liens or encumbrances on the Applicant’s assets;
vii. The Applicant’s ability to service debt;

viii. Loan-to-value, debt-to-equity or other applicable ratios;

ix. The level of the Applicant’s equity in the proposed project.

F. Once a recommendation has been made on the Application by the Economic
Development Committee, the Board will consider the Application no later than the next regular
board meeting at which such item may be properly considered, or 45 days after the Economic
Development Committee actionswhicheverecomestater. The Board may approve all or part of the
Application as recommended by the Economic Development Committee and will either adopt the
findings set forth in the recommendation with respect to eligibility, and the nature of the Project;-ané

th%&deqaaeyoﬁeonﬁderaﬁerwd—%rmmﬁabl%eneﬁ%s or w111 spec1fy the Board s own ﬁndmgs

on those subjects.

wﬂ—pﬂrehaS%m%Projeet—Revelw%Bonds—tThe Board approval may specrfy, at the Board s




discretion, terms and conditions of the Conduit Project Revenue Bonds as necessary to ensure
repayment, including but not limited to, maximum bond term and minimum annual payments.

H-G. The Authority will notify the Applicant of the approval or disapproval of the
Application by mailing written notification within seven working days of Board action on the
Application.

SECTION 7. PROJECT FINANCING

Fuﬁd—The structure terms and COIldlthl’lS of Fmancmg Assistance, 1nclud1ng but not 11m1ted to
requirements for debt service reserves, revenue and collateral, will be further provided in the

Authorlty S Economrc Development Bond Pohcy Fmanemg%ssrstaﬂe%fer—a—llrejeet—er—llrejeets




SECTION 8. MECHANICS OF FINANCING TRANSACTION

A. The Authority will adopt Economic Development Bond Policies relating to the
Program which will include procedures to be followed by Applicants and the Authority to
accomplish the issuance of Conduit Project Revenue Bonds. The issuance of Conduit Project
Revenue Bonds will be subject to all requirements and limitations imposed by the Act, these reles
Rulesand-regulation, such Policies and federal and State law, including without limitation and
where applicable, the availability of sufficient volume cap at time of issuance of the bonds. Such
Policies will be subject to change from time to time as deemed appropriate by the Authority.

B. All financing documents (which may include a lease agreement, a trust indenture,
an official statement or other disclosure document, a bond purchase agreement, the bond
resolution, and other documents) and other aspects of the transaction will be subject to review and

approval by the Authorlty and its counsel —Fm&nemg—dee&mems—fer—llfejeet—Reveﬁa%Beﬂés

SECTION 9. FINANCIAL ASSISTANCE AGREEMENT

Upon Board approval of the issuance of Conduit Project Revenue Bonds as provided by
Section 6 of these reles-Rulesandregulations, the Eligible Entity will enter into an Agreement with
the Authority. The Agreement will express the terms and conditions of the_Conduit Project

Revenue Bonds-and-any-ether FinaneingAssistanee as approved by the Board for the Project and

will express the Applicant’s acceptance of those terms and conditions. The issuance of the
approved Conduit Project Revenue Bonds;—tegether—or—with—any—other—approvedFinaneine
Assistanee; is conditioned upon the execution and delivery by the Applicant of the Agreement and
upon the performance by the Applicant of all obligations of the Applicant under the Agreement.
Until the Eligible Entity has executed and delivered the Agreement to the Authority, the Authority
will not be obligated to take any further action to implement the Financing Assistance approved
by the Board and described by the Agreement. The Authority will monitor terms of the Agreement
and will enforce all terms and conditions of the Agreement, which may include, without limitation,
(1) the terms and conditions of the Conduit Project Revenue Bonds approved by the Board, (ii)
requirements for delivery of annual or other periodic audit information by the Eligible Entity with
respect to the Project and otherwise, (iii) provisions for books of account for the Project and the
Eligible Entity governed by generally accepted accounting prineipalsprinciples, (iv) provisions
governing insurance, title or legal occupancy arrangements, (v) prohibitions against unlawful
discrimination, (vi) posting of performance bonds and (vii) other measures necessary or
appropriate to assure compliance with the Act, these rales—Rulesand—regulations, applicable
policies of the Authority (including but not limited to the Authority’s Economic Development
Bond Policies), and other applicable laws-and-—+regulations. The Authority will take actions as
necessary to ensure compliance with the Agreement by the Eligible Entity.
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SECTION 102. APPEALS OF CERTAIN MATTERS

A. Actions of the Board under the Act, these rales—Rulesand-regulations and the
Authority’s Economic Development Bond Policy are final, are not subject to appeal under these
riles-Rules and-regulations-and are subject to challenge only as otherwise provided by law. In
connection with Board action on a resolution authorizing issuance of Conduit Project Revenue
Bonds, the Authority is required by the Act to publish notice of adoption of the resolution once in
a newspaper of general statewide circulation, and any action attacking the validity of the proceedings
taken by the Authority preliminary to and in the authorization and issuance of the Conduit Project
Revenue Bonds described in the notice is perpetually barred by the Act after the passage of thirty
days from such publication.

B. Notwithstanding the foregoing provisions of this Section 102, an Applicant may
appeal an adverse decision of Authority staff on an Application by notifying the Authority in
writing within fifteen days of the date on which notice of such an adverse decision is given by the
Authority to an Applicant. Notice is deemed to be given to an Applicant on the fifth day following
the date on which written notice is mated-given to the Applicant by the Authority-byFirst-Class
U-S—Mail. Notice is deemed to be given to the Authority when received by the -eChief exeeutive
Executive Osefficer of the Authority. Ifthe deadline for an appeal falls on a weekend or legal holiday,
the deadline shall be extended to the next business day. Appeals not timely or properly made will
be barred thereafter. The chief executive officer shall evaluate each timely appeal and will notify
the Economic Development Committee of any adverse determination. Beard-er-a-destenee-ofthe
Board-wi mpthy review-each-timely-appeal;-will take-action-on the appeal-and-w tfy—tThe
Chief Executive Officer shall notify the Applicant of the decision on the appeal, in writing, within
thirty days after the Authority’s decision.

SECTION 113. ADMINISTRATIVE FEES.

A. The Authority may impose and collect a reasonable application fee in connection
with the filing of an Application for the issuance of Conduit Project Revenue Bonds;-taking-inte
15



B. The Authority may establish such other usual and customary charges, premiums,
fees and penalties as it deems necessary for the administration of the Program.

SECTION 124~

SECHON1S. AMENDMENT OF RULES ANBREGUEATONS.

These reles-Rulesandregulations may be amended or repealed at any time by the Authority,

16



with the prior approval of the Oversight Committee.
SECTION +613. EFFECTIVE DATE.

These reles-Rules andregulations shall be effective upon the adoption of the rules-Rules and
regulatiens-by the Board and approval of the ¥fRules andregulationsby the Oversight Committee.
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