CUSTODIAL AGREEMENT
FOR STATE FUNDS COLLATERAL

This Custodial Agreement is made and entered into as of this
day of , 20 , by and among the State Treasurer
of New Mexico; the State Board of Finance acting through its Director;
hereinafter referred to as the “Depository”; and
hereinafter referred to as the “Custodian”.

WITNESSETH:

WHEREAS, simultaneously herewith or prior hereto the State Treasurer, the
State Board of Finance and the Depository have entered into an agreement (the
“Depository Agreement”) governing the terms and conditions whereby the Depository will
receive and maintain deposits of State Funds; and

WHEREAS, in order to secure deposits of State Funds, the Depository has
granted and agreed to grant to the State a security interest in certain Collateral, as
described and set forth more particularly in the Depository Agreement; and

WHEREAS, the parties wish to provide for the perfection of the State ’s security
interests in the Collateral and for an orderly procedure by which the Custodian will
accept and hold the Collateral on behalf of the State;

NOW, THEREFORE, in consideration of the foregoing and of the mutual
covenants contained herein, the parties agree as follows:

1. Definitions.
When used in the Custodial Agreement capitalized terms have the
following definitions:

A. “Business Day” means any Monday through Friday, exclusive of
a holiday on which financial institutions in New Mexico are authorized or required by law
to close.

B. “Collateral” means the eligible Securities that are pledged by the
Depository to the State as Security for State Deposits under Section 6-10-16 NMSA
1978, as it may be amended from time to time, including any associated documents that
are required by the State.

C. “Collateral Rule” means the State Board of Finance rule
(codified at 2.60.4 NMAC) governing, among other things, levels of Collateral required
for banks, savings and loans and credit unions holding State Deposits, as



it may be amended from time to time. The Collateral Rule is incorporated herein by
reference. The Collateral Rule in effect on the date of the Depository Agreement is
attached to the Depository agreement as Exhibit “A”.

D. “Custodial Agreement” means this Custodial Agreement for State Funds
Collateral executed by the Depository, the Custodian, the State Board of Finance and
the State Treasurer.

E. “Depository Agreement” means the Agreement for Deposit of State Funds
executed as of the day of , 20 , by and among the State
Treasurer, the State Board of Finance and the Depository.

F. “Event of Default” means one of the events described in Article VII of the
Depository Agreement.

G. “Securities” means those securities that are eligible to be pledged to the
State to secure State Deposits pursuant to Section 6-10-16, NMSA 1978, as it may be
amended from time to time.

H. “State” means the departments, agencies, branches, commissions,
boards, councils, instrumentalities and institutions of the government of the State of New
Mexico acting by and through its State Board of Finance and the State Treasurer.

I. “State Deposits (s)” or “State Funds” means funds, and accrued
interest thereon, in the custody of the State Treasurer or invested by the State Treasurer
or any state agency, department, instrumentality or other entity of the State and does
not include local funds which include funds deposited by institutions enumerated in
Article XII Sections 11 of the Constitution of New Mexico and does not include funds of
the severance tax permanent fund.

2. Appointment. The State Treasurer with approval of the State Board of
Finance as evidenced by the signature of the Board Director below hereby designates
the Custodian to serve as agent for the State under the terms and conditions set forth
herein, and the Custodian hereby accepts such appointment. The State Treasurer
designates the Custodian to perform custodial duties for the State with regard to the
Collateral. The Custodian acknowledges receipt of a copy of the Depository Agreement
governing the terms and conditions under which the Depository will receive and maintain
State Deposits and provide Collateral to secure such State Deposits. This Custodial
Agreements is subject to the terms, conditions, and provisions of the Depository
Agreement (including its exhibits), which Depository Agreement is expressly
incorporated herein by reference.

The parties acknowledge that, pursuant to Article V of the Depository Agreement,
the Depository has granted to the State a security interest in Collateral
consisting of the Securities that are described on each Schedule 1 approved by the
State Treasurer under Article VI of the Depository Agreement and all additions and
substitutions thereto, together with all payments, interest, and dividends thereon, and
proceeds, profits, products, security, rights, benefits, protection, and remedies thereof.






