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Goals of New Mexico In-State Private Equity Program

Achieve Competitive Financial Returns

Attract Outside Capital to New Mexico-based Companies
Act as a Catalyst for Company Creation and Growth
Expand High Wage Employment Base and Opportunities

Help New Mexico Companies Succeed
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Overview of Program Financing and Structure

e Program was established in 1993 through legislation

— Carve out from State Permanent Funds managed by New Mexico State Investment Council

Severance Taxes
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State receives severance taxes collected on natural
resources extracted from New Mexico lands

$4 billion “endowment fund” to finance education

80% Fund of Fund
20% Direct Investment Fund

e Program structured this way for three reasons: 1) capital availability, 2) State committed
to building a diversified economy and willing to invest to accomplish goal, 3) benefits of

a hybrid investment structure

e State’s role: Program oversight; investment decisions are made independently
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Advantages of Program Structure

Fund of Funds/Direct Investment Structure

— Risk mitigation via diversification of
manager, sector, stage, strategy and
vintage year

— Multiplier effect deepens the capital pool

— Direct investment fund helps fill out
investor syndicates

— Able to cherry pick the best opportunities
through direct investment vehicle

Independent Advisor/Fund Manager

Independent decision making by
professional investors ensures best
outcome for Program

Program able to leverage Advisor’s
national and regional networks to attract
funds to the State

Synergies of serving in both roles benefits
State and Program
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Metrics Track Program’s Goals

Achieve Competitive Financial Returns
— Internal Rate of Return & Benchmarking

Keep Program operating within statutory guidelines

commitment levels vs statutory limits

Attract Outside Capital to New Mexico-based Companies
— Funding received, portfolio funds vs. external funding sources
— Investment Multiplier

Act as a Catalyst for Company Creation and Growth
— Number of Companies Funded
— Dollars spent (inside and outside of State)
— Payroll

Expand High Wage Employment Base and Opportunities
— Number of Jobs Created
— Average Salary of Jobs Created

Help New Mexico Companies Succeed
— Board membership and company mentoring
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Sample Sun Mountain Economic Impact Reporting
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Key Lessons Learned

Program Structure

Governmental support is extremely important, either
through direct funding or legislative mandate

External management is crucial to success

Independent decision making process ensures highest
probability of successful outcome for Program beneficiaries

Reporting and metrics must be systematic, rigorous, and
track to program goals

Goals

Financial return should be an important component of any
Program

However, economic development benefits are what
ultimately accrue to all citizens over time — “legislative
intent” should always be considered




