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AFLEP’s Mission: To create local economic prosperity by maximizing equitable access to, and
opportunities for, financial resources that support thriving economies throughout NM, including focus on

rural communities and agricultural adaptation to climate change, food production, processing and

distribution.

AFLEP: a state-wide, non-partisan nonprofit with a small professional staff and many dedicated
volunteers, including more than 1,700 supporters from across at least 35 New Mexico communities.

Member of NM Food & Agriculture Policy Council, Southern NM Green Chamber, Sustainable Equitable
Economic Democracy (SEED NM), NM C3 Network; affiliated with American Sustainable Business Network
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Allied organization members and Community Conversations participants consistently identify
lack of equitable access to capital as a gap in rural and small business development.

» Empower and Collaborate: New Mexico’s Economic Path Forward, NMEDD. Oct, 2021. New Mexico’s
20-year Econ Dev Plan identified priorities (addressing gaps) including:

> Increase regional capacity for economic development and sustainability.
> Increase equitable access to resources for local rural and tribal small business owners.
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Lack of Equitable Access to Capital

The NMFA/Next Street report to Oversight Committee, July 28, 2023, stated a gap exists between local prosperity and
current financing opportunities. Identifying the underserved segment of the market identified as “No Man's Land.”

The Landscape Report affirms research and interviews conducted by AFLEP over the past 4 years where we have
identified this same gap overlapping into adjacent segments. (Capital Landscape: Local Providers, pg 5)

New Mexico Small Business Ecosystem Landscape findings included:

> Most capital for NM small businesses comes from banks and the Small Business Administration (SBA). In the past 10 years
banks have reduced small business investments by more than half of 2007 amounts, a reduction of $500 million, while
doubling their average loan size, primarily to larger businesses.

> Credit access has decreased disproportionately for small businesses over the past 15 years.
»>Small business lending in NM is currently focused on the Albugquerque and Santa Fe metro areas.
> Access to PPP funds was more limited for rural businesses, in part due to lack of digital services.
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Capital Landscape: Local Providers
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Capital Landscape: Summary

Characteristics
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Current small business lending practices:

> Wall Street Banks are primarily funding international and out of state borrowers.

» Community banks are funding commercial real estate and have deposit/lending ratios of 56-57%
(FDIC) outside their participation in COVID funding programs.

» No Man’s Land business segment is not being served.
» Top 3 small business lenders are located out-of-state.



(M Alliance for Local
@ Economic Prosperity

Keeping Our Public Funds Safe, Local and Working

What Is At Risk?

Loss of community wealth and resilience

Increase of food deserts

Without regenerative adaptation to climate change, essential resources will

be lost, including safe water, healthy food, clean air, and communities/regions
where people want to live and thrive

Cultural heritage and the arts

Innovation and Diversity

Loss of any competitive edge in national and global markets

We Need Small Businesses!!



From No Man’s Land to Prosperous
Regional Economies

Economists are rethinking globalization and local and regional development ; less focus on
maximizing profits and more focus on Stakeholders, not only Shareholders. (Values-based)

Where small and mid-size community banks are healthy there are more small and mid-size
businesses. (TN Report) NM community banks = 32; NM credit unions = 40 with less than 20%
of credit unions making commercial loans.

A Solution—Make the Bold Move to Create a State Bank

With a population less than half of NM, North Dakota has 63 community banks due in large part
to the partner lending programs and security and risk systems support of the Bank of North

Dakota.



A State Bank: Increasing NM Investment
In New Mexicans

Create more-flexible programs for smaller, longer-term and entrepreneurial loans; these are loan
types not typically funded by commercial banks. (“No Man’s Land” in NMFA Landscape Report)

Public Bank management includes experienced bankers with civic service/ community outlook
and openness to alternative models of lending.

Board members include:

Secretary of Econ Dev, State Treasurer and NMFA CEO;
4 individuals with banking, investment backgrounds; and

4 individuals with extensive community development and finance experience and expertise.

Regulatory oversight by State of NM and regulations that support access to Federal Reserve.




otate oI INeW Vex1Co rinance system

State Treasury
I ﬁ I Deposits: Initial Deposits:
$2-9 Billion $35 Million
Global Banks Incremental increases of deposits out State Bank
of global banks into State Bank ‘
I I Leverate Deposits 8-10x for
Operating Treasury General Fund $300-350 Million lending capacity
Funds Investment in partnership with Community Banks

and Credit Unions
I
Other Investments: "
- Severance Tax Permanent Fund



Proposal to Develop Lending Models
for a New Mexico Bank

Goal: To organize and develop a state public bank as a public-private initiative with two
communities/regions to test lending program options especially focused on development of local prosperity
through local business development, affordable housing, and cultural heritage.

Develop two pilots to test and document models for how a public bank could function.
|dentify advisory boards from each community/region to include representatives from:

Local Main Street project
Local businesses
Community Bank
o Credit union doing commercial lending
Local community foundation
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Pilot Program Proposal

> Authorize a New Mexico state bank with $10 Million (appropriation) to capitalize the bank.
> Funds will earn interest as do other revenues held in Wall Street banks.

> Establish NMPB as an additional depository bank for state revenue and allocate S35 million from
existing deposits; funds will not be spent, rather will earn interest AND , with additional deposits
and income loan payments, will make possible $300 to $350 million in lending. (See Timeline
for Bank FormationX

»While bank is forming Alliance will take the following steps to prepare communities for a strategic
plan of action, implementation and timely access to lending opportunities. (S100k)

With a strategic plan of action,
> organize community/regional groups and initiate conversations with stakeholders.

> ldentify pilot lending programs for small businesses and agriculture based on local needs and
development possibilities as well as identified gaps.

> Formalize collaborative relationships with lending institutions.
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» The Public Bank is profitable in year 3.

> Over the first 7 years, through its successful operation, the Public
Bank’s equity capital would increase from $10 million to more than S
45 million with a second appropriation request in Year 3 for $20
million and a Return on Investment of $15 million.

» This expanded equity base and increased deposits would, in turn,
support an expanded lending capacitY and gross loan amount over 7
years is projected for almost $388 million.

» The result: More jobs are created. More GRT is generated.
Community wealth and resilience increases.




Timeline of Implementation
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Pass Legislation & Governor Signs

Recruit Board Candidate | |
 lBanklnitiated
FID/FED Application

Board Selection

|dentify Real Estate & Equip Office

Select & Install IT Systems

Bylaws & Avrticles of Incorporation

Recruit & Hire Staff




Public Bank of New Mexico

Statements

s

1. Income Statement

Totz! inderest incom e [l 4515900 10, 224854 15,854,735 20,590,747 25,373,920 20,654,947

Toda! lnderest Expenes [Wioal 2,940,000 5,585,000 712,700 2,950,575 10,152,213 12728 516

Nat Irterest hocome uso 1,675,300 4 B8 254 2 7EE 035 14,579 872 15 191 108 15 SEE 431

Interest Aae Soresd % 2 2 ) 3% §% 3% ;
Nioer Irderest Aevenues (B 05,000 126,000 151,200 177 G0 204,309 234,955 .
Totd Nat Rewernus uso 1,720,900 4 7Ed 294 2837 235 11,767 632 15 288 417 17,201,387

Alovance Prowision uso 535,750 1,907,250 <286 BTG 5,702,572 713,481 2,895 177

FEC OIneries Usm 129 855 418 595 955 069 1,254, 589 1,630,965 1,967 183 .
Nioer Inderest Expenses [l 2,374,500 2,655,235 2,546,580 3,245,970 3,556,875 3878799 .
Depreciation [l 152,427 205,274 475,119 202 59 =] 855,235

Goodwill tw oire ent [l u} u] u] u] u] u] |
Earnings B=fore Tax [EET) usn [1,242 312 325 B30 203 930 2470, 773 5309378 5 518,335

Taxes Lesn

Net Income wso $(1,242911.98) $§ 325,630.38 $ 2,094,930.36 $ 347077896 §$ 530937781 $ 5,518,33454
Retainved Earmimgs BT [l u] 1242 212 -917.281 1,177,698 4,548,428 9,257 806

Nigt droow & [Wioal -1, 242 012 jertag=ci] 2,094,020 2,470,773 5,209,372 5,515,235

Coowe @ o Diidem's Lisn u] ] ] ] u] u]

Stock fzauFnoes (el u] u] Ju] u] u] u]

Stock Reoumhases Ls0 u} u] u] u] u] u]

Freferred Stock lssuance L0 1] 0 u] u] u] u]

Frefermed Dividemd s [l u] Ju] u] u] u] u]

Ratzined Earnings uen [ 1,242 912) [917 281] 1,177 849 4 545 422 9,957 208 15476 140

Frofit & Loss Check




2 . Balance Sheet

Fropedy, Plant & Equisment Uso 1 000,000 ] 1,113, 705 | 1 532 063 | 1,950 573 | 1 945 556 1 5965 579 ] 1 963 313
Cash UEo ] 9,329,130 15,247 150 3773 025 35,753,205 B8 032 505 126,607 955

Avaiiabie for Sale Securfies UEo 19,500,000 21 450,000 25,096 500 31370 525 36,076,219 1 457 A52 45 B354 7

Trading Asset s/ Other Secri ks usn 0 1} 0 0 0 0 0

Agricudural Lnans U0 11,000,000 3,000,000 75,900,000 95,570,000 128,271,000 153925200 177,013,960
Commenial loans usn 10,500,000 31 500,000 72 450 000 94,185 000 1272 440 500 146,925 500 165,957 200
Acirninistersd Loans UsD 4 000,000 12 000, 000 27 B0, 000 35 50 000 4F f44 000 55 972 &0 B 365 720

Cther Lnahs s 0 0 0 0 0 0 0

Cther uso

Tota! Gross Loans 5D 25,500,000 76,004,115 173,966,460 223,329,854 287,502 265 341,190,850 387,775,822
Logns a5 %6 Deposits % 7% % % A% 88% Bd% TE%

[nan Lnsses Afowance uEn

Totai Mot { oas UsD 24 500,000 74 564,250 172,407,000 220,505,325 5723145 35,780,767 350,405 550

Gooavi! ysD 0 ] i i 0 0 0

Cther Assets UEo 0 0 0 0 0 0 0
Total Assets Uso 45,000,000 106,757,088 M5,282.718 201,857,649 60, 298,178 7,270, 306 551,616,765

Risk Weighted Assets S 11,861,078 31,563,3M 69,856,669 90,540,916 M7, %0804 140,962, 515 162,356,901

Funos from SIC uEn 0 0 ] ] 0 1] ]

Teta! Deposits U 35,000,000 5,000,000 186,200,000 260,680,000 325,850,000 207,312,500 509,110,625

Senior Deft uso 0 i 0 i 0 0 D

Subordinged Motes uso i i i i 0 i i

Corvert i Bonds uEn u] 0 0 1] 0 1] ]

Trading Lisbilties U0 0 0 0 0 0 0 0

Ctter uso 0 i i i 0 i i

Total Liabilities s 35,000,000 95,000,000 186,200,000 260,680,000 25, 850,000 207,712,500 509,140,625
Share Capial uso 10,000,000 10,000,000 20,000,000 30,000,000 30,000,000 30,000,000 30,000,000

Retained Farnings to Common UsD 0 (1,242 o1 2 (917 262 1 A77 4 B45 475 9 957 206 15 476 140

Equiy Ratio % 2, £ 14%, 113 0% o, E
Total Equity S0 $10,000.000.00 $%$ 8 757.088.02 52908271841 $31 17764877 353464842773 $39957 80554 § 45 476,140.08
Total Liabilities and Equity Uso 25,000,000 ] 106,757,088 | M5,282,718 | 291,357,619 | 350,498,428 | 7 270,306 ! 554,616,765

Balance Sheet Check




The Public Bank of New Mexico Will Benefit
All New Mexicans

A public bank is a WISE use of Provides capital to support small business formation
7 and expansion
taxpayers’ money for New P
Mexicans. Fills the unmet need of entrepreneurs, small
businesses, coops and tribes for capital
It’s time to be BOLD and Supports lending activities of New Mexico’s

create the Public Bank of commercial banks and credit unions

New Mexico to support Requires an initial deposit of $35 million from State

. . Treasurer’s funds
sustainable, equitable

economic development Well-managed, well-governed and well-supervised
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A\

Harold Dixon, former CEO and President of State Employees Credit Union

Dixon.Harold007 @gmail.com

Angela Merkert, Executive Director, Alliance for Local Economic Prosperity

Angela.Merkert@gmail.com

AFLEP website: www.aflep.org
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