STATE BOARD OF FINANCE
AGREEMENT FOR DEPOSIT OF STATE FUNDS

THIS AGREEMENT is made and executed this day of ,20 by
and among the New Mexico State Board of Finance acting through the Director of the Board of
Finance Division; the State Treasurer of New Mexico; and

>

hereinafter referred to as the “Depository.”
WITNESSETH:

WHEREAS, the Depository has been duly designated by the State Treasurer with the
approval of the State Board of Finance consistent with the Board’s Collateral Rule as evidenced
by the signature of the Board’s director below to receive deposits of State Funds;

WHEREAS, the Depository desires to obtain or continue to maintain such deposits and is
required by law to execute and file with the State Board of Finance an agreement governing such
deposits;

WHEREAS, Sections 6-10-15, 6-10-16 and 6-10-16.1 NMSA 1978 require Collateral in
the form specified to be pledged to the State to secure deposits of State Funds whenever the
amount of funds exceeds the amount insured by FDIC or the National Credit Union Association;

WHEREAS, the Depository, in consideration of deposits made and to be made, and for
value received and to be received, is willing to pledge such Collateral to the State and to place
the collateral with one or more custodians that will hold the pledged collateral on behalf of the
State, or to secure such deposits with a Surety Bond;

WHEREAS, the state Board of Finance has designated one or more financial institutions
to act as custodian with regard to Collateral in the form of Securities received from the
Depository; and

WHEREAS, a custodian designated by the State Board of Finance as of the date hereof
and the parties hereto have executed an agreement governing custodial arrangements for the
Collateral (a “Custodial agreement”), if applicable;

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

Article . DEFINITIONS:
When used in the Depository Agreement capitalized terms have the following definitions:

A. “Business Day” means Monday through Friday, exclusive of holidays on which
financial institutions in New Mexico are authorized or required by law to close.
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B. “Collateral” means the eligible securities that are pledged to the State as security
tfor 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 qualified credit unions holding State Funds, 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
hereof is attached to this Depository Agreement as Exhibit “A”.

D. “Custodial Agreement” means Custodial Agreement for State Funds Collateral
that contains the terms and conditions under which the Custodian shall hold Collateral on behalf
of the State and is executed as of the date hereof or hereafter among the Depository, the
Custodian, the State Board of Finance and the State Treasurer. A separate Custodial Agreement
shall be executed by the parties to the Depository Agreement and each designated Custodian.
Each Custodial Agreement shall indicate that the Custodian that is a party thereto is designated
to provide custodial services for collateral that the Depository pledges to the State. A copy of
each Custodial Agreement executed as of the date hereof or hereafter is incorporated herein by
reference.

E. “Custodian” or “Custodians” means one or more banks designated by the State
Board of Finance to act as the State’s agent in performing custodial functions with respect to
collateral pledged hereunder by the Depository to the State. The State Board of Finance may
designate as a Custodian the State’s fiscal agent under Section 6-10-35 NMSA 1978 and any
bank that qualifies under state law to perform custodial functions for the State. The State Board
of Finance may designate more than one Custodian as of the date of Depository Agreement and
may at any time thereafter designate one or more additional Custodians.

F. “Depository Agreement” means this Agreement for deposit of State Funds
executed by the State Treasurer, the State Board of Finance, and the Depository.

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

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

L “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 the State Board of Finance and State Treasurer.

J. “State Deposit(s)” or “State Funds” means funds, and accrued interest thereon, in
the custody of the State Treasurer or deposited 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, Section 11 of the
Constitution of New Mexico, nor funds of the severance tax permanent fund.
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K. “Surety Bond” means a bond substantially in the form prescribed by Section
6-10-15 NMSA 1978, issued by a surety company that is continually rated in the highest
category by at least one nationally recognized statistical rating agency and given to the State
Board of Finance to satisfy the requirements of Section 6-10-16.1 NMSA 1978 and the
Collateral Rule.

Article II. GENERAL TERMS:

A The State Treasurer, acting at the direction of the State Board of Finance, may
place state Deposits in one or more certificates of deposit or other form of interest-paying time
deposits in amounts and for terms specified by the State Treasurer. The Depository shall deliver
to the State Treasurer all certificates of deposit or equivalent evidence of deposits of State Funds.

B. The Interest rate on State Deposits shall be a fixed rate set on the date the deposit
i1s made and shall conform to the interest rate policy adopted annually by the State Board of
Finance. The interest accruing on state deposits shall be paid to the State in accordance with New
Mexico law. All interest shall be calculated daily on a 365-day basis.

The Depository shall effect any payments owing to the State under certificates of
deposit or equivalent evidence of State Deposits governed by this Agreement by depositing those
payments into the State Treasurer’s account at the Depository. The State Treasurer may transfer
any such payment from that Depository Account to the State’s General Fund account with the
State’s Fiscal Agent through an automated clearing house transaction or any other means deemed
appropriate by the State Treasurer.

C. The Depository shall pledge a Surety Bond or Collateral to secure State Deposits
subject to the Depository Agreement in accordance with the levels of Collateral and conditions
prescribed by the State Board of Finance in its Collateral Rule and other applicable state law.
The State Board of Finance may amend the Collateral Rule during the term of any State Deposit
to make any changes deemed appropriate by the State Board of Finance in its sole discretion,
including amendments to modify, delete, or add to the risk-assessment ratios of the Collateral
Rule (which could result in a change in the required level of Collateral). In the event that such
amendments require an increased level of Collateral, the Depository agrees to provide and pledge
to the State such additional Collateral as may be required by the State Board of Finance (acting
through the State Treasurer) to comply with the amendments in the risk-assessment ratios of the
Collateral Policies.

If the requirements of the Collateral Rule are amended during the term of a State
Deposit to eliminate or restrict the use of certain types of Collateral, the Depository shall not be
required to substitute Collateral of a different type for the Collateral previously pledged unless a
substitution 1s required by virtue of a change in state law, or if, in the opinion of the State
Treasurer, the State is unable properly to perfect its security interest in the Collateral previously
pledged. In either event, the Depository shall make such substitution of Collateral as required by
the State Board of Finance acting through the State Treasurer.

As to any particular State Deposit, the Depository shall not be required to comply
during the term of the deposit (exclusive of renewals) with amendments to the Collateral
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Policies, except as stated in this article IT (C). Upon renewal of any State Deposit, the Depository
agrees to substitute or provide additional Collateral if required by the Collateral Rule in effect at
the time of renewal.

D. The Depository shall be responsible for paying any fees of a custodian incurred
for the custodian’s performance under any Custodial Agreement. In addition, the Depository
shall pay promptly when due all assessments, costs and expenses necessary to preserve, maintain
and collect the Collateral, including the attorneys’ fees, costs and expenses of the custodian
incurred for such purposes; shall keep the Collateral free and clear of any pledges, liens, charges
or encumbrances that are prior to or of equal rank to the pledges made to the State hereunder;
and shall defend the Collateral against all claims whatsoever. The Depository agrees that the
State may make any expenditures that the Depository has failed to make for the above purposes.
All amounts so expended by the State, together with interest thereon, shall constitute an
additional obligation of the Depository, to be paid to the State within ten (10) Business Days
after notice by the State and secured by the Collateral pledged under the Depository Agreement.
Interest shall be calculated at the rate of five percent (5%) plus the “Prime Rate” published in the
“Money Rates” section of the Wall Street Journal as the Basic rate on Corporate loans at large
U.S. money center commercial banks, or at the rate of interest on the State Deposit, whichever is
higher.

If the State Deposits are secured by a Surety Bond, the Depository has given, or
shall give, to the State Treasurer, concurrent with the execution of this Depository Agreement, a
Surety Bond in the amount required pursuant to Article II(C) of this Depository Agreement.
Such Surety Bond shall be issued by a surety company authorized by compliance with the laws
of New Mexico to do business in New Mexico and that is continually rated in the highest
category by at least one nationally recognized statistical rating agency.

E. With regards to the Collateral, the Depository hereby appoints the State Treasurer
as the Depository’s attorney-in-fact to enable the State Treasurer to act for the Depository in
fulfilling all of the Depository’s responsibilities and exercising all of the Depository’s rights
under the Depository Agreement and each Custodial Agreement, including, without limitation,
filing suit in the Depository’s name, endorsing the Collateral to the State on behalf of the
Depository for the purpose of preserving and protecting the Collateral and the State’s security
interest in the Collateral, and transferring title to the Collateral from the Depository to the State
upon the occurrence of an Event of Default.

F. Notwithstanding any other provisions of the Depository Agreement or any
Custodial Agreement, the State Treasurer may require the Depository to post additional
Collateral or withdraw any or all State Deposits prior to maturity: (1) when such action is
necessary in the judgment of the State Treasurer to prevent loss of State Deposits; or (2) when
such action is otherwise deemed necessary or appropriate by the State Treasurer or State Board
of Finance in the exercise of reasonable care. If, under such circumstances, State Deposits are
withdrawn before maturity, the Depository shall assess no penalty for early withdrawal in excess
of the minimum amount the Depository is authorized to assess under federal regulations. To the
extent federal regulations authorize the Depository to waive early withdrawal penalty provisions
in certificates of deposit or other equivalent evidence of deposit of State Funds that were in
existence prior to April 1, 1986, such penalty provisions are waived by the Depository.
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G. Upon execution of this Agreement, the terms hereof shall become applicable to all
time deposits of State Funds then held by the Depository and to all time deposits of State Funds
thereafter made with the Depository. Terms and conditions stated in certificates of deposit or
other equivalent evidence of deposits of State Funds are superseded to the extent they are
inconsistent with the terms of the Depository Agreement. This Depository Agreement and each
Custodial Agreement executed as of the date hereof or hereafter constitute the entire agreement
of the parties thereto with respect to the State Funds governed thereby and supersede all other
oral agreements or understandings and previous written agreements regarding such State
Deposits.

H. After reasonable notice to the Depository, the State and/or the State Auditor (or
their contractors or designees) may inspect during business hours the Depository’s records
pertinent to the Collateral pledged hereunder.

L This Agreement may be terminated without cause by the State Treasurer upon
written notice delivered to the Depository at least fifteen (15) calendar days prior to the intended
date of termination. Such termination shall not nullify obligations already incurred for
performance or failure to perform prior to the date of termination. This provision is not
exclusive and does not waive other legal rights or remedies afforded the State Treasurer or the
State Board of Finance in such circumstances as the Depository’s default or breach of contract.

Article Il. REPORTS:

The Depository agrees that it will submit the following reports throughout the term of this
Depository Agreement:

A. The Depository shall send to the State Treasurer by the tenth Business Day of the
months of February, May, August, and November all quarterly statements required by federal
and state financial authorities, except those reports and sections of reports required by law or
regulations not to be disclosed to the public. Such statements shall be certified by a duly
authorized officer of the Depository consistent with the Collateral Rule. Notwithstanding the
foregoing, the Depository shall submit to the State Treasurer the Depository’s quarterly
statement of condition at the same time the statement is sent to the appropriate federal or state
financial authority. The Depository also shall submit such monthly reports to the State Treasurer
as are required by Section 6-10-29 NMSA 1978.

B. The Depository shall report the market value of Collateral (calculated as of the
last day of the last month of each calendar quarter ) to the State Treasurer. The Depository shall
submit such reports by the tenth business day of the months of February, May, August, and
November. The Depository shall report the market value of Collateral more often if requested by
the State Treasurer or the State Board of Finance.

C. With regard to the Collateral pledged to the State, the Depository shall, at its own
expense, cause all such Collateral to be verified at the end of the Depository’s fiscal year in an
audit conducted by an independent certified public accountant or an internal auditor or senior
officer of the Depository covered by a blanket bond in an amount acceptable to the State
Treasurer. The audit shall include an examination of the Depository’s and each Custodian’s
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records and files relating to all the Collateral and shall certify whether all the Collateral meets the
requirements of the Collateral Rule, the Depository Agreement, and the Custodial Agreement. A
copy of the audit shall be provided to the State Treasurer within ninety (90) days after the end of
the Depository’s Fiscal Year.

D. The Depository shall provide such other reports as the State Treasurer or State
Board of Finance shall reasonably request, including the quarterly and other reports required by
the Collateral Rule. The Depository shall also notify the State Treasurer within 48 hours in
writing if a regulatory agency having jurisdiction over the Depository, enters a consent order or
decree or a cease and desist order affecting the Depository. The Depository shall notify the State
Treasurer and the State Board of Finance in writing within 48 hours of any adverse event having
a potential material impact on the regulatory financial ratios required of the Depository by its
respective regulatory agencies or by the Collateral Rule (an “Adverse Event”).

Article IV. WARRANTIES:

A. The Depository warrants to the State that the Collateral pledged and assigned to
secure each State Deposit is and shall be sufficient at all times to satisfy the requirements of the
Collateral Rule applicable to the State Deposit; that the Depository shall pledge and provide such
additional Collateral as may be required to satisfy any amendments to the Collateral Rule or
New Mexico law that are applicable to State Deposits pursuant to Article II (¢) hereof; and that
the Depository shall, in order to compensate for any diminution in the value of the Collateral,
pledge and provide such additional Collateral as may be necessary to comply with the levels of
Collateral prescribed by the Collateral Rule.

B. The Depository warrants that the Depository Agreement is a valid and binding
obligation of the Depository and is enforceable in accordance with its terms. The Depository
warrants that the making and performance of the Depository Agreement: (1) has been duly
approved by all necessary action of the Depository and that no approval, authorization, waiver,
consent, exemption or order of, or registration, declaration, or filing with, any court or
governmental body or instrumentality or administrative agency, and no authorization, consent,
approval, waiver or vote of any other person or entity is necessary to the valid execution and
delivery by the Depository of this Agreement, or to the performance by the Depository of any of
its obligations hereunder; (2) does not violate or conflict with any law, rule, regulation, order,
written, injunction, judgment, decree, determination or award presently applicable to the
Depository or with any provision of the charter or by laws of the Depository; and (3) will not
result in a breach of, or constitute a default under, any agreement or instrument to which the
Depository is a party or by virtue of which the Depository or any of the collateral may be bound
or affected.

C. The Depository warrants, that it has, and will have, at all relevant times hereunder
good title to the Collateral pledged to the State and has and will have good, right and lawful
authority to assign, transfer and pledge the Collateral to the State. The Depository warrants that
any pledge of the Collateral to the State that is subject to this Depository Agreement is and shall
continue to be a legal, valid and effective first priority security interest in, and assignment of, all
property, interest, rights, and benefits of the Depository included in the Collateral and the cash
proceeds thereof, and in each case is and shall continue to be subject to no prior liens, adverse
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claims, defenses, defaults, charges, participation interests, or encumbrances that may impair the
value of the Collateral or pledges that are prior to, or of equal rank with, the pledges to the State
created under this Depository Agreement.

D. The Depository warrants that it will make, execute, acknowledge, and deliver
such further instructions, acknowledgements, assignments, conveyances and documents of any
kind that the Custodian or State Treasurer from time to time may reasonably request on behalf of
the State Board of Finance in order to: (1) perfect, assure, convey and confirm more adequately
the State’s security interest in Collateral now or hereafter pledged and assigned pursuant to this
Depository Agreement; (2) carry out the provisions and purposes of this Depository Agreement
and the Collateral Rule, or (3) enable the State and the Custodian to exercise their rights under
each Custodial Agreement.

Article V. PLEDGE OF COLLATERAL:

A To secure the performance of all the Depository’s obligations under this
Depository Agreement, each Custodial Agreement, and the payment of the principal and interest
of and all other obligations in all certificates of deposit or equivalent evidence of State Deposits
governed by this Depository Agreement, the Depository hereby grants to the State a security
interest in the Collateral described on each Schedule 1 approved by the State Treasurer under
Article VI of this Depository Agreement and any 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. Collateral pledged in any approved
Schedule 1 may be released by the State only as described in Article VL

Article V. PROCEDURES TO PLEDGE COLLATERAL

A Before or upon the execution of this Depository Agreement, the following
procedures shall be followed for securing State Deposits through a Surety Bond pursuant to
Section 6-10-15 NMSA 1978:

The Depository shall provide to the State Treasurer a Surety Bond or Surety
Bonds substantially in the form described in Section 6-10-15 NMSA 1978, in an amount which,
taken alone or when combined with any Collateral pledged by the Depository in the form of
eligible Securities pursuant to this Article, meets the Collateral requirements of the Collateral
Rule. Such Surety Bond(s) shall be executed by a surety company authorized by compliance
with the laws of New Mexico to do business in the state.

The State Board of Finance shall examine each Surety Bond to determine whether
it meets the requirements of the Collateral Rule, this Depository Agreement, and state law. Upon
approval by the State Board of Finance, the Surety Bond is accepted by the State. The State
Board of Finance shall keep the Surety Bond on file and shall keep a record of all such bonds,
which shall be known as “depository bond record.”

If a surety company that has issued the Surety Bond ceases to be rated in the
highest category by at least one nationally recognized statistical rating agency, the Surety Bond
shall no longer be valid for use as a security for State Deposits and an alternative Surety Bond or
Collateral must be pledged immediately pursuant to Article VI.
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