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1: Introduction
The purpose of the proposed Public Bank of New Mexico is to provide a focused, agile and
effective way to leverage some of the State’s General Fund bank deposits toward investing
within New Mexico.
The Public Bank of New Mexico’s mission is to invest in a way that:
•
•

enhances the vitality and viability of New Mexico’s communities and economic sectors
through loan programs in concert with locally owned banks and credit unions, and
advances the state’s public and private economic and community well-being by
investing to increase its human and social capital, help finance its infrastructure and
regenerate its natural assets.

A “bankers’ bank” serving local New Mexico banks and credit unions, it would be:
•
•
•
•

a state-chartered bank, subject to state and federal banking laws, regulations and
oversight, including the FDIC.
governed by its own board of directors,
operated by professional banking officers and staff, and
independently audited annually with its audit made public.

Currently, many small businesses are unable to obtain certain types of loans from most private
banks because of bankers’ valid concerns over cost effectiveness, liquidity requirements and
maintaining a risk averse, balanced loan portfolio. But these prudent concerns severely curtail
a private bank’s practical ability to finance opportunities that are critical to developing local
economic potential. Examples of such bank loan voids, are:
•
•
•
•

long term loans (to finance infrastructure, solar installations, building conversions,
transitioning to regenerative agriculture, etc.)
small loans (where bank’s costs of processing and servicing such loans make them
unattractive.)
loans to new businesses (because of the higher risk), and
loans that would exceed the individual bank’s or credit union’s regulatory loan cap.

To mitigate these lending limitations, a public bank creates various loan programs, including
carefully defined participatory loans, loan inventory purchases and partial loan guarantees, that
enable community banks and credit unions to make such loans and gain new customers that
they would otherwise have had to turn away.
In addition, because the Public Bank of New Mexico would have no expense related to
marketing, servicing individual customer accounts, and taxes, its significantly lower overhead
allows it to safely offer lower interest rates on its part of a participation loan, which in turn
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allows local community banks and credit unions to receive full market rate interest on the
amount of their participation while offering a lower interest rate on the overall loan to their
customer.
This real value to our local communities and the advantages that the Public Bank of New
Mexico can safely and productively provide to local financial institutions are not theoretical.
The Bank of North Dakota (BND), a public bank, has consistently over the last 17 years achieved
an annual ROI in the range of 15% to 18.6%. Moreover, it accomplished that while offering a
variety of business loan programs through North Dakota’s community banks that has generated
a healthy, rural and urban small business economy throughout North Dakota. This
encompasses the period of the Great Recession of 2008-9 and its aftermath during which North
Dakota’s business community suffered less than most other areas of the U.S. Also, during the
2020 Covid-19 pandemic, it facilitated for community banks, the availability of PPP loans that
per-capita in North Dakota, amounted to three times the per capita amount loaned in New
Mexico.
The Public Bank of New Mexico can reduce the cost of financing infrastructure, help small
businesses, increase capital for private-sector banking, and promote local economic
development. Public banks are not retail banks, like the corner bank branch. Instead, a public
bank receives deposits from the State.
This paper describes principles to guide the Public Bank of New Mexico purpose, mission and
viability: its external and internal relationships with public and private sectors, and how it
would structure its operations, develop loan programs, and manage risk.
The Public Bank of New Mexico’s Financial Plan illustrates conservatively its viability, including
the general sectors of its lending and the growth of its return over the first seven years at no
cost to the State. It proposes an investment of $50,000,000 by Legislative appropriation to
capitalize the bank that, based on moderately conservative assumptions, grows to over
$100,000,000 in the first seven years.
There is a market for the loan programs the bank would provide, ranging from small-local
business loans through local financial institutions to infrastructure loans to public agencies and
local governments. New Mexico has been starved of local capital, and the Public Bank of New
Mexico would bring additional low-cost financing to those businesses and governmental
entities that need it.
The Public Bank of New Mexico will greatly enhance the State’s economy at no cost to the
State. The Public Bank of New Mexico will make money for the State of New Mexico. The Public
Bank of New Mexico is feasible
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2: Guiding Principles for Operation of a New Mexico Public Bank
To make New Mexico’s public funds safe, local and working for New Mexicans, the following
principles are meant to serve as guidelines for:
•
•

External relationships to New Mexico’s executive and legislative branches, the private
banking system and other community stakeholders in economic development;
Structuring the public bank internally to ensure: the safety of its deposits and capital,
the soundness of its operations, and Mission congruence of its investments.

Guide to External Relationships
Principle with regard to law (Legally): The Public Bank of New Mexico will be a state-chartered
bank subject to state, federal and international banking laws, regulations and oversight
applicable to the capacity and functions of this proposed financial institution.
Operational Relationships to the Federal Reserve, the FDIC and State: The Public Bank of New
Mexico would be a non-member participant in the Federal Reserve, allowing it to access
Federal Reserve services.
With regard to the public bank’s prospective relationship with the FDIC, since deposit insurance
is not relevant, regulatory clarification will be needed. Notwithstanding formal clarification, the
bank would adhere to FDIC regulations, standards, procedures. It would also be subject to State
banking regulatory oversight.
Principle with regard to state government (Politically): Within the constraints of its charter
and appropriate regulatory oversight, loan decisions and internal operations will be exclusively
governed by the Public Bank of New Mexico’s board of directors and its qualified banking
officers, independent of influence from non-board member government officials, elected or
appointed, or employees of the state.
The legislature will provide transparent policy direction and priorities for the Public Bank of
New Mexico’s development of loan-programs that will benefit local community economic
development.
The Public Bank of New Mexico and Cabinet Departments will establish appropriate working
relationships with regard to: sharing research, data and services relevant to local economic
development, including entrepreneurial opportunities and building workforce capacity.
The bank and legislature would be informed primarily by State agencies and officers who are
working on: State economic generation and developing entrepreneurs, the State’s fiscal
health and business planning, capital adjustments and enhancing financial literacy.
Anticipated relationships would be with:
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State Treasurer
Economic Development
Workforce Solutions
Agriculture Education
Workforce development
Technical Schools
Colleges/Universities (research & teaching business & professional skills)
Ethics Commission
The legislature and executive departments would be expected to solicit statewide community
input regarding loan program needs and effectiveness.
Principle with regard to local community banks, credit unions and CDFI’s: The Public Bank of
New Mexico will not compete with local community banks and credit unions for deposits and
loans; rather it will act through collaborative loan programs and services to enhance their role
as privately owned, value-adding financial institutions in their respective communities.
The Public Bank of New Mexico is a “banker’s bank.” It would offer services to state agencies,
but be prohibited from offering accounts to private parties, including state employees; nor
would it offer services such as credit/debit cards, or ATM’s.
Principle with regard to substituting loans for public bonds: The bank will provide state and
local infrastructure financing through direct loans to public institutions (state agencies, local
governments and public-school districts).
Principle with regard to other long-term loans: The Public Bank of New Mexico will develop
loan programs that enable local community banks and credit unions to provide consumer and
commercial loans that – for affordability purposes – require fixed rate, long-term, full
amortization.
Examples of such programs might include: 1) Homeowner solar installation loans for lowincome borrowers whose utility payment record is excellent, requiring the loan’s monthly
payments not to exceed the borrower’s previous three-year average of monthly utility
payments; 2) Loans for multi-year transitioning from conventional farming or ranching practices
to regenerative agriculture.
Guide to Internal Operations
Principle with regard to Internal Responsibilities and Authority:
The Board of Directors of the Public Bank of New Mexico will set bank policies that ensure the
bank’s viability and stakeholder interests, enable achievement of its public purpose, monitor
the bank’s overall ESG (Environmental, Social, Governance) performance, its compliance with
its charter and regulatory authorities, and invest the CEO of the bank with responsibilities,
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appropriate authority and accountability to execute its policies and successfully execute the
business of the bank.
Stakeholders include: New Mexico’s communities, the State of New Mexico as the sole equity
investor and depositor, the bank’s employees, and the private New Mexico banking system. The
board will more specifically be responsible for approving higher risk loans, as defined in credit
criteria, and approve the bank’s annual operating budget including compensation levels, and
personnel policies. The Board will also oversee and ensure the bank’s adherence to its mission
to make loans within the scope of its charter.
Principle to reconcile maintaining liquidity while keeping assets invested within the state:
Bank loans must be of consistent term by deposit structure of the bank.
Principle with regard to ensuring the bank’s safety and soundness: To ensure the integrity and
viability of the bank, its fiduciary obligations and banking operations will be managed
independently of each other within the bank, to protect against fraud, self-dealing, political
influence and other corrupt practices.
The bank’s Chief Executive Officer (CEO) will report directly to the board in regard to the
bank’s operational performance – financial status, risk and liquidity management, loan program
execution, financial accountability, adherence to Bank Charter in types of loans and
infrastructure improvements made in New Mexico, transparency – the status of its external
relations, and accountability to the public.
The Chief Risk Officer (CRO) will report to the CEO and will independently report directly to the
board on the status of the bank’s fiduciary obligations including the auditing division of the
bank: on salaries set by the board, levels of risk and risk-based ratio, and ensuring that the
legislature respects regulatory standards. [Adhering to FDIC requirements for “safety and
soundness,” which define: ratios, liquidity, etc.]
The CRO is accountable to the CEO and reports independently to the Board on the current and
future need for effective technology for data analysis, internal system controls, risk
management, credit risk, compliance monitoring and public information reporting when
business practice changes or regulatory requirements occur.
Internal Audit Function reports directly to the Board, and to the CRO for management
oversight. Internal Audit will report all of the following findings directly to the Board: Annual
Risk Assessment, Annual Audit Schedule, Whistle Blower Activities including: Reports and
Results of Investigations, adherence to Bank Charter in types of loans and infrastructure
improvements made in New Mexico, Identified Risk Assessment and Audit Issues, all Issue
Resolution Plans, tracking of Issue Resolutions to Plan, completion dates and Resolution Plans
that have exceeded the required completion dates and sustainability of corrective action taken.
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Annually, External Auditors will report directly to the Board on the efficacy of the bank’s
internal controls in identifying and correcting financial and operational weaknesses, risks and
sustainability of corrective actions.
Principle with regard to Conduct and Ethics: The bank shall adopt a Code of Conduct and Ethics
to which all board members and bank employees would attest by signature.
The Compliance Officer, who reports to the CRO, will annually confer with a representative of
the Ethics Commission for the purpose of reviewing the bank’s accountability regarding all
Risk/Compliance and Internal Operational Policy and Procedures, Code of Conduct and Ethics
attestation oaths.
Any concerns raised by the State Ethics Commission representative regarding actual or
potential ethical or code of conduct issues will require the Board to address the concerns and if
unable to resolve them, would officially engage the full Ethics Commission for further guidance.
3: Outline of Internal Bank Structure
Board of Directors
The Board of Directors of the Public Bank of New Mexico would consist of eleven (11)
members, one of which would serve as Chair.
The State Treasurer, Secretary of Economic Development and the chief executive officer of the
New Mexico Finance Authority will automatically serve on the board. The other eight board
members would be citizen board members appointed to four-year terms with a limit of two
consecutive terms.
For continuity purposes, terms of the citizen membership would be staggered, so that every
two years, two members would be newly elected or re-elected. Because the state officials’
service on the Board is likely to change during election years, to avoid a change of five Board
Members in a given year, citizen board members’ terms would begin and end in non-election
years.
Criteria for Citizen Board Membership
The eight citizen board members would be appointed as follows:
•

Two members appointed by the New Mexico legislative council who have successful
management experience in banking finance or banking operations in a regulatory
environment; provided that the two members shall not be members of the same
political party;
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•

•

•
•
•
•

•
•

One member appointed by the New Mexico legislative council who has successful
community economic development experience, which may be evidenced by experience
with organizations, including chambers of commerce, community foundations, tribal
entities, economic development districts and councils of governments;
One member appointed by the New Mexico legislative council with at least five years of
community needs, including infrastructure, food systems and local agriculture, public
facilities installation, renewable energy, community centers, housing rehabilitation,
public services, microenterprise assistance, code enforcement and homeowner
assistance,
One member appointed by the Governor who has successful management experience in
banking finance or banking operations in a regulatory environment or who is an
entrepreneur with successful, sophisticated business borrowing experience;
Two members appointed by the Governor who have successful community
economic development experience, which may be evidenced by experience with
organizations, including chambers of commerce, community foundations, tribal entities,
economic development districts and councils of governments;
One member appointed by the Governor with at least five years of community needs,
including infrastructure, food systems and local agriculture, public facilities installation,
renewable energy, community centers, housing rehabilitation, public services,
microenterprise assistance, code enforcement and homeowner assistance,
For all 8, evidence of whole-system thinking and evidence of civic involvement and care
for community well-being.
No lobbyists or legislators would be eligible before a five-year hiatus.

The Governor would designate the initial Chair of the Board of Directors from among the
appointed Directors; subsequent Chair appointments would be elected by the sitting board
when the Chair of the Board position becomes vacant.
Board Selection Process
The Governor, with input from the other elected executive officers, would appoint a
Citizen’s Nominating Committee of five members. Each nominating committee member
would have finance or economic development backgrounds similar to the criteria for board
membership mainly finance or broad economic and committee development backgrounds.
The Citizens’ Nominating Committee would invite input from the community for possible
candidates for the Public Bank Board.
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Banking Staff
Positions and Responsibilities
The bank president/CEO shall report to the public bank’s Board of Directors.
The CEO is responsible for the success of the bank, its continuing viability, its external relations
with its creditors and banking and credit union partners, and for the advancement of New
Mexico’s local community prosperity, as well as for hiring its employees and maintaining and
improving its financial health and the efficacy and integrity of its internal operations and
overall performance within fiscal and regulatory requirements, including, but not limited to,
non-discriminatory and equal protection standards – to be set by the board of directors.
Selection of the President/CEO
•
•
•

The Board of Directors would appoint a panel of five (5) of its members as an Executive
Search Committee and set criteria for selection of first CEO.
Executive Search Committee would nominate three to five candidates that meet Board
criteria for selection of the CEO.
Criteria for selection of CEO:
o A successful executive banking background, and
o Demonstrated community involvement.

Other Executive Employees
•
•
•
•
•

CFO, COO and other administrative officers, except for the Chief Risk Officer (CRO),
would be hired by the CEO.
The bank’s CFO is responsible for ensuring safety, soundness and viability of the bank’s
financial standing.
The Chief Risk Officer (CRO) would be hired by the Board of Directors.
The Bank's CRO will hold Certified Risk Manager (CRM) distinction and will be
responsible for strategic thinking and planning in providing a vision that aligns with both
corporate objectives and regulator expectations.
In addition to recruiting candidates from the private sector, existing qualified employees
of state fund(s) would be prime candidates for a variety of bank positions.

Qualifications and Pay Criteria
To attract the necessary capability and retain the quality of professional banking employees
that the bank will require to be successful, pay scales must be competitive in the professional
banking marketplace – as determined by the board.
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4. Roles and Systems Relative to:
Loan Decisions
The CEO will chair and appoint an internal loan committee of bank officers to approve bank
loans less than a maximum dollar amount to be determined; loans above that range that are
vetted and recommended by the loan committee will require board approval. Loan officers will
individually have the authority to approve smaller loans under a to-be-determined dollar
amount.
The CEO will submit criteria and procedures and the board will adopt policies accordingly
toward establishing appropriate and effective relations within the New Mexico banking system
– including, custom loan programs, working procedures with community banks and credit
unions, regulatory authorities, etc.
The internal loan committee, risk management and compliance sections all have roles in
executing these policies, that would be spelled out in the bank’s management and operating
policies.
Developing Loan Programs and Diversification of Loan Portfolio
The aim of the Public Bank of New Mexico loan programs is to build community wealth through
the discovery of new community potential and by increasing existing local assets. This will
require new data indicators to evaluate the effectiveness of each loan program.
Development of economic targets and their desired beneficial community impacts would be
guided by legislative and executive branches with input from: local communities, the Public
Bank of New Mexico, private banking partners and economic development research.
In preparation for actually developing new loan programs that are consonant with the
legislative and executive input, specific Public Bank of New Mexico staff would engage
continually with local bankers, state agencies and other community leaders and develop
recommendations to bank staff. They would then develop and submit loan program proposals
to the bank’s board for approval. Board approval or disapproval of a new loan program would
be based on an evaluation of risk, potential community impact and the relative effect of the
program on the bank’s overall investment portfolio. Once a program is put into effect, the bank
would test results and publicly report its assessment of positive and negative consequences,
toward next stage improvement.
Such recommendations would be evaluated by taking into account: community equity needs
and opportunities, reconciled with the bank’s portfolio balance and fiduciary responsibility and
the resources of private banking partners.
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Development of lending programs are to be guided and loan decisions are to be made
exclusively by the public bank’s board of directors and professional banking officers, legally
independent of political influence.
Risk Management
The bank would use established criteria for risk assessment in accord with portfolio criteria and
sound established banking practices.
While any loan entails a degree of risk, the public bank, in pursuit of stimulating local
economies without expending any public funds, would mitigate or reduce its vulnerability to
fiduciary and lending risks as follows:
1)
External Standards & Requirements: The Public Bank of New Mexico will be a statechartered bank subject to federal and state banking laws, regulations and oversight, including
the FDIC. Accordingly, it will be audited for risk and impropriety on a regular basis by regulatory
auditors, including the State Auditor and, in addition, subject to annual, independent, privatesector audits. Its annual financial reports and the independent audits will be permanently
available for public scrutiny. These legal and chartered bank regulatory requirements and
oversight are more rigorous and extensive than what is now required of the existing state
financial system.
2)
Internal Bank Structure: The bank would be governed by a qualified Board of Directors
and operated by experienced, professional bankers. The Chief Executive (CEO) and Chief Risk
Officer (CRO) would each report directly to the board.
3)
Greater Loan Viability Due to Lower Interest Rates: Loans to new businesses are
generally not even considered by small commercial banks because of their higher risk. Those
few new businesses that do get loans from private banks are burdened with higher interest
rates or variable rates, to compensate for the bank’s higher risk; effectively making the risk
even greater.
In concert with the Public Bank of New Mexico, however, a community bank or credit union
could viably lend at lower than the high-risk rate. This is made possible because the Public Bank
of New Mexico, due to its low overhead, can offer a lower interest rate on its part of a
participatory loan. As a “banker’s bank,” due to no marketing, retail-customer service, or tax
expenses, the Public Bank of New Mexico can viably provide lower interest rates on
participatory loans to new businesses. This in turn lowers risk to all three entities involved: the
borrower, the participating private, local financial institution, and the Public Bank of New
Mexico, because the new business isn’t burdened by paying a higher interest rate.
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4)
Selective Investment Strategies: The business model of the proposed Public Bank of
New Mexico purposes the “public good”. To that degree it’s a different business model – a
financing system aimed at viably enhancing the public good, rather than maximizing profit.
For example, one significant “public good” development strategy is to increase local community
prosperity by advancing local and/or regional supply-chain security. Financing local and regional
new businesses to fill product and service gaps in our food and clean energy supply chains, is a
low-risk new business success strategy because the market demand for the product or service
already exists in the local community. Currently dependent on suppliers external to New
Mexico, local businesses are vulnerable to disruptions that severely affect their viability.
Business relationships that are established within a local supply chain provide significantly more
local resilience; simultaneously they generate and retain more money and human capability
circulating within the local economy. Public bank loan programs designed to finance such
strategic and viable supply chain business opportunities at local and regional levels would both
enhance New Mexico’s prosperity and reduce our vulnerability to the risks inherent in our
dependence on financial and supply chain systems that are beyond our control or influence.
5)
Calibrating Risk and Return: The Public Bank of New Mexico Financial Plan (Appendix C)
allocates its loan programs in the first seven years among: agriculture, commercial and
“administered” loans. Administered loans are higher risk loans. Infrastructure loans to public
entities in lieu of bond financing -- while not factored into the Financial Plan -- are low risk loans
that Public Bank of New Mexico can also add to its future inventory.
The Public Bank of New Mexico Financial Plan incorporates a higher default rate for
administrative loans based on the experience of the public Bank of North Dakota (BND) for
similar type loans. Their higher risk loan programs have significantly provided the means for
community banks and credit unions in North Dakota to make loans that they would not
otherwise make, resulting in healthy small business-supported communities throughout the
state. Yet, BND’s overall default rate, -- which accounts for the default rate of its higher risk
loan programs -- is within the low range of overall private banking default rates of 1.5% to 2.0%.
The higher risk loan portion of BND’s entire loan portfolio is calibrated and managed such that
it does not jeopardize the bank’s overall performance or liquidity.
As the Financial Plan illustrates, the New Mexico public bank would employ the same operating
model.
5: Public Bank of New Mexico Financial Plan
A Financial Plan is a hypothetical projection of the performance of an entity over time, based on
certain stated assumptions.
Based on a programmed banking model, several iterations of variable assumptions – ranging
from very conservative to moderate – were processed to see how the Public Bank of New
Mexico would perform.
13
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The Financial Plan result that follows – just one of a number of possibilities – uses moderately
conservative assumptions to depict the Public Bank of New Mexico’s performance as it starts up
over its first seven years. The assumptions re.: capitalization, initial deposits, loan demand,
operations and retained earnings are listed below, with the results over the following six years
shown in the Balance Sheet.
Administered loans are higher risk loans. Operations expenses are calculated commensurate
with the level of bank activity.
The banking model, into which different assumptions can be input and tested, is available upon
request.
FIRST YEAR ASSUMPTIONS
Capitalization $50,000,000
State Deposits: $60,000,000 – increased annually based on projected loan demand.
Loan Demand: $45,000,000 – increases annually.
Reserve for Loan Loss: 2% for agricultural and commercial loans $20,000,000 each sector; 4%
for administered loans: $5,000,000
Operations:
Payroll: $2,230,000/year (see C: Mid-Point Compensation)
Overhead: $670,000/year
Other: $138,500/year
Distribution of Net Income: to Retained Earnings.
PROJECTED SEVEN YEAR RESULTS

For corresponding Income and Expense Statement and Cash Flow, see Appendix C.
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2020 BND PERFORMANCE
In 2020, BND had 130 employees, managing assets of $7.7 billion, with current capitalization
of $912.9 million; and a loan portfolio totaling $4.65 billion, securities $1.85 billion, and
other assets – including cash -- of $1.153 billion. Net income, $141.2 million.

APPENDIX A: Opportunities for Financing
Opportunities for Financing
New Mexico’s future and quality of life in part resides within the unmet demand and potential
opportunity found within the gaps. Consider what is not now being seen or is being ignored.
What is it that New Mexico will need for recovery and beyond and what are the voids that will
need to be filled?
Infrastructure upgrade and development - Schools, upgrading roads, improve health care
facilities, water, housing, broadband, rural community restoration
Transition to regenerative agriculture
Beginning Farmer
Hydroponics and aquaponics farming/controlled environment agriculture
Soil regeneration programs
Solar company, smaller scale infrastructure buildout
Emergent environmental fields/alternative energy
Agricultural pollution solutions
Community solar systems
Security and defense systems
Health related and emergency management/ preparedness
Innovative water containment and waste management systems
Research and development, tech partnership
Biotechnology, manufacturing, cybersecurity
Fracking cleanup and retrofit
Rapid technology deployment programs
Supply chain restoration/Supply chain transitions, conversion and fulfillment for
manufacturing, semiconductor, solar power, space, food etc.
Algae and biofuels, algal biomass production and research
Integrated bioenergy solutions
Tribal farm projects
Hemp farming
Digital communication/communication systems
Fiber optic technology
3-D printing
Succession for family business/farm/ranch
Border development/import/export
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APPENDIX B: Bank of North Dakota Business Loan Programs
BANK OF NORTH DAKOTA BUSINESS LOANS PROGRAMS
The following list of loan programs are examples of the variety, breadth and types of loans that
the Bank of North Dakota has created in participation with local community banks and credit
unions throughout North Dakota. Under these programs, all of the loans are originated by the
community bank or credit union in accord with the BND loan program criteria, prompting BND
participation.
These examples are relevant to types of loan programs a New Mexico’s public bank might
create.
BND Business Loans: All of BND’s business lending programs work with the local lender as the
borrower’s first contact. The local lender initiates the loan application with BND on behalf of the
borrower.
COVID-19 Relief Programs: The intent of these two programs is to assist businesses that are
negatively impacted financially by the COVID-19 pandemic. Both provide low cost, long-term
working capital to ND businesses and cash flow to re-start business. A business may only apply
for one of the two programs. If a business has multiple locations, it may only submit one
application. The business expenses must be for a ND-based business and does not cover out-ofstate locations.
COVID-19 PACE Recovery (CPR) Program
The COVID-19 PACE Recovery (CPR) Program assists local financial institutions in providing low
interest loans to support North Dakota businesses in their economic recovery due to negative
impacts from the COVID-19 pandemic. Note: BND continues to work through the details for
this program based on feedback. Website and fact sheet content will be modified as
parameters are determined. Learn more.
COVID-19 PACE Recovery Program Fact Sheet (PDF)
Small Employer Loan Fund (SELF)
The Small Employer Loan Fund (SELF) assists local financial institutions and certified
development corporations (CDC’s) in providing loans to assist very small North Dakota
businesses in their recovery from the negative impacts caused by the COVID-19
pandemic. Note: BND continues to work through the details for this program based on
feedback. Website and fact sheet content will be modified as parameters are
determined. Learn more
Small Employer Loan Fund Fact Sheet (PDF)
Accelerated Growth Loan Program
The Accelerated Growth Loan Program assists North Dakota-based companies anticipating a
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period of dynamic growth. Learn more
Bank Participation Loan Program
This program provides loan participation financing to assist financial institutions and their
customers. Learn more
Bank Stock Loan
Bank Stock Loans provides financing options for acquisitions or refinancing of a North Dakota
financial institution’s stock. Learn more
Beginning Entrepreneur Loan Guarantee
The Beginning Entrepreneur Loan Guarantee provides a loan guaranty to an originating lender
providing business start-up financing or early stage business expansion. Learn more
Business Development Loan Program
The Business Development Loan Program assists new and existing businesses in obtaining loans
when they have a higher degree of risk. Learn more
Export Enhancement Program
Export Enhancement Program provides a guarantee under the Export-Import Bank’s Equipment
Export Enhancement Program for North Dakota equipment manufacturers. Learn more
Flex PACE for Affordable Housing
Flex PACE for Affordable Housing provides financing with an interest buydown for new
affordable multi-family housing units and non-residential child care projects, new or expanding,
licensed in North Dakota. Learn more
Flex PACE Program
Flex PACE provides financing with an interest buydown for businesses deemed eligible by their
local economic development entity. Learn more
Match Program
Match Program provides competitive interest rates to eligible, financially strong companies
looking to move to or expand in North Dakota. Learn more
PACE Program
PACE Loans provide financing with an interest buydown for eligible businesses. Learn more
SBA Guaranteed Loan Purchase Program
Through the SBA Guaranteed Loan Purchase Program, BND purchases the SBA guarantee,
lowering the interest rate for borrowers. Learn more
USDA Government Guaranteed Loan Purchase Program
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BND purchases a USDA guarantee, lowering the interest rate for the borrower. Learn more
Value-added Guarantee Loan
The Value-added Guarantee Loan assists North Dakota-based companies that want to invest in
value-added agriculture and energy products that add value to North Dakota
commodities. Learn more
Venture Capital Fund -- Venture Capital Fund provides gap financing between loans and equity
for business start-up financing. Learn more
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APPENDIX C: Financial Plan: Income and Cash Flow Statements
Public Bank of NM

7 Year Equity Growth Rate =

Statements

12.36%

Forecast

Forecast

Forecast

Forecast

Forecast

Forecast

1.0

2.0

3.0

4.0

5.0

6.0

Forecast
7.0

1-Jan-22
31-Dec-22

1-Jan-23
31-Dec-23

1-Jan-24
31-Dec-24

1-Jan-25
31-Dec-25

1-Jan-26
31-Dec-26

1-Jan-27
31-Dec-27

1-Jan-28
31-Dec-28

34,726,222

1 . Income Statement
Total Interest Income

USD

6,430,000

10,795,860

15,619,938

21,207,967

27,634,444

Total Interest Expense

USD

300,000

900,000

1,980,000

3,708,000

6,127,200

9,030,240

Net Interest Income

USD

6,130,000

9,895,860

13,639,938

17,499,967

21,507,244

25,695,982

Interest Rate Spread

%

5%

6%

6%

6%

6%

8%

Non Interest Revenues

USD

0

0

0

0

0

0

Total Net Revenue

USD

6,130,000

9,895,860

13,639,938

17,499,967

21,507,244

25,695,982

Allowance Provision

USD

1,104,862

1,324,329

1,456,762

1,675,276

1,926,568

2,215,553

Non Interest Expenses

USD

3,038,500

3,129,655

3,223,545

3,320,251

3,419,859

3,522,454

Depreciation

USD

45,975

120,194

222,493

353,743

515,048

707,767

Goodwill Impairment

USD

0

0

0

0

0

0

Earnings Before Tax (EBT)

USD

1,940,663

5,321,682

8,737,138

12,150,697

15,645,770

19,250,207

Taxes

USD

-

-

-

-

-

-

Net Income

USD

$15,645,769.80

$ 19,250,207.40

Retained Earnings b/f

USD

0

1,940,663

7,262,345

15,999,483

28,150,180

43,795,950

Net Income

USD

1,940,663

5,321,682

8,737,138

12,150,697

15,645,770

19,250,207

Common Dividends

USD

0

0

0

0

0

0

Stock Issuances

USD

0

0

0

0

0

0

Stock Repurchases

USD

0

0

0

0

0

0

Preferred Stock Issuance

USD

0

0

0

0

0

0

Preferred Dividends

USD

-

-

-

-

-

-

Retained Earnings

USD

1,940,663

7,262,345

15,999,483

28,150,180

43,795,950

63,046,157

$ 1,940,663.14 $ 5,321,682.01 $ 8,737,138.01 $12,150,696.58

0

Profit & Loss Check
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7 Year Equity Growth Rate =

Statements

12.36%

Forecast

Forecast

Forecast

Forecast

Forecast

Forecast

1.0

2.0

3.0

4.0

5.0

6.0

Forecast
7.0

1-Jan-22
31-Dec-22

1-Jan-23
31-Dec-23

1-Jan-24
31-Dec-24

1-Jan-25
31-Dec-25

1-Jan-26
31-Dec-26

1-Jan-27
31-Dec-27

1-Jan-28
31-Dec-28

1,000,000

1,873,525

3,237,710

5,061,207

7,332,459

10,043,498

13,190,128

2 . Balance Sheet

Property, Plant & Equipment

USD

Cash

USD

4,000,000

11,172,000

52,815,618

123,105,790

195,920,304

219,874,424

196,279,958

Available for Sale Securities

USD

60,000,000

60,000,000

60,000,000

60,000,000

60,000,000

60,000,000

60,000,000

Trading Assets / Other Securities

USD

1,000,000

1,000,000

1,000,000

1,000,000

1,000,000

1,000,000

1,000,000

New Agricultural Loans

USD

20,000,000

30,000,000

33,000,000

37,950,000

43,642,500

50,188,875

57,717,206

New Commercial Loans

USD

20,000,000

20,000,000

22,000,000

25,300,000

29,095,000

33,459,250

38,478,138

New Administered Loans

USD

5,000,000

5,000,000

5,500,000

6,325,000

7,273,750

8,364,813

9,619,534

Other

USD

0

0

0

0

0

0

0

Total Gross Loans

USD

45,000,000

99,138,208

157,743,439

224,287,396

299,960,887

386,133,343

484,379,608

%

75%

83%

73%

65%

62%

67%

76%

Loan Losses Allowance

USD

1,000,000

1,243,070

1,534,422

1,854,910

2,223,470

2,647,315

3,134,737

Total Net Loans

USD

44,000,000

97,895,138

156,209,017

222,432,486

297,737,417

383,486,028

481,244,872

Goodwill

USD

0

0

0

0

0

0

0

Other Assets

USD

0

0

0

0

0

0

0

Total Assets

USD

110,000,000

171,940,663

273,262,345

411,599,483

561,990,180

674,403,950

751,714,957

Risk Weighted Assets

USD

18,160,000

20,749,191

22,567,910

25,576,032

28,958,665

32,252,849

35,530,322

Funds from SIC

USD

0

0

0

0

0

0

0

Total Deposits

USD

60,000,000

120,000,000

216,000,000

345,600,000

483,840,000

580,608,000

638,668,800

Senior Debt

USD

0

0

0

0

0

0

0

Subordinated Notes

USD

0

0

0

0

0

0

0

Convertible Bonds

USD

0

0

0

0

0

0

0

Trading Liabilities

USD

0

0

0

0

0

0

0

Other Borrowings

USD

0

0

0

0

0

0

0

Total Liabilities

USD

60,000,000

120,000,000

216,000,000

345,600,000

483,840,000

580,608,000

638,668,800

Share Capital

USD

50,000,000

50,000,000

50,000,000

50,000,000

50,000,000

50,000,000

50,000,000

Retained Earnings to Common

USD

0

1,940,663

7,262,345

15,999,483

28,150,180

43,795,950

63,046,157

Preferred Stock

USD

0

0

0

0

0

0

0

Total Equity

USD

$50,000,000.00

$51,940,663.14

$57,262,345.15

$65,999,483.16

$78,150,179.73

$93,795,949.54

$ 113,046,156.94

Total Liabilities and Equity

USD

110,000,000

171,940,663

273,262,345

411,599,483

561,990,180

674,403,950

751,714,957

-

-

-

-

-

-

-

Loans as % Deposits

Balance Sheet Check
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7 Year Equity Growth Rate =

Statements

12.36%

Forecast

Forecast

Forecast

Forecast

Forecast

Forecast

1.0

2.0

3.0

4.0

5.0

6.0

Forecast
7.0

1-Jan-22
31-Dec-22

1-Jan-23
31-Dec-23

1-Jan-24
31-Dec-24

1-Jan-25
31-Dec-25

1-Jan-26
31-Dec-26

1-Jan-27
31-Dec-27

1-Jan-28
31-Dec-28

19,250,207

3 . Cash Flow Statement
Earnings Before Tax (EBT)

USD

1,940,663

5,321,682

8,737,138

12,150,697

15,645,770

Taxes

USD

0

0

0

0

0

0

Add back: Allowance Provision

USD

1,104,862

1,324,329

1,456,762

1,675,276

1,926,568

2,215,553

Add back: Depreciation

USD

45,975

120,194

222,493

353,743

515,048

707,767

Add back: Goodwill Impairment

USD

0

0

0

0

0

0

Gross Operating Cash Flow

USD

3,091,500

6,766,205

10,416,393

14,179,716

18,087,385

22,173,528

(Increase) / Decrease in Gross Loans

USD

(54,138,208)

(58,605,231)

(66,543,957)

(75,673,491)

(86,172,456)

(98,246,265)

ChargeOffs

USD

-1,104,862

-1,324,329

-1,456,762

-1,675,276

-1,926,568

-2,215,553

Recoveries

USD

243,070

291,352

320,488

368,561

423,845

487,422

(Increase) / Decrease in Funds to Central Bank

USD

-

-

-

-

-

-

(Increase) / Decrease in Trading Assets / Other Securities

USD

-

-

-

-

-

-

(Increase) / Decrease in Other Assets

USD

-

-

-

-

-

-

Increase / (Decrease) in Funds from SIC

USD

-

-

-

-

-

-

Increase / (Decrease) in Total Deposits

USD

60,000,000

96,000,000

129,600,000

138,240,000

96,768,000

58,060,800

Increase / (Decrease) in Trading Liabilities

USD

-

-

-

-

-

-

Cash Flow from Operations

USD

8,091,500

43,127,997

72,336,162

75,439,509

27,180,206

(19,740,069)

Capital Expenditures

USD

(919,500)

(1,484,379)

(2,045,991)

(2,624,995)

(3,226,087)

(3,854,397)

Available for Sale Securities

USD

-

-

-

-

-

-

Cash Flow from Investment

USD

(919,500)

(1,484,379)

(2,045,991)

(2,624,995)

(3,226,087)

(3,854,397)

Senior Debt Increase / (Decrease)

USD

-

-

-

-

-

-

Subordinated Notes Increase / (Decrease)

USD

-

-

-

-

-

-

Convertible Bonds Increase / (Decrease)

USD

-

-

-

-

-

-

Other Borrowings Increase / (Decrease)

USD

-

-

-

-

-

-

Share Capital Increase / (Decrease)

USD

-

-

-

-

-

-

Common Dividends

USD

-

-

-

-

-

-

Stock Issuances

USD

-

-

-

-

-

-

Stock Repurchases

USD

-

-

-

-

-

-

Preferred Stock Issuance

USD

-

-

-

-

-

-

Preferred Dividends

USD

-

-

-

-

-

-

Cash flow from Financing

USD

-

-

-

-

-

-

Opening Cash Balance

USD

4,000,000

11,172,000

52,815,618

123,105,790

195,920,304

219,874,424

Cash Inflow / (Outflow)

USD

7,172,000

41,643,618

70,290,172

72,814,514

23,954,120

(23,594,466)

Cash Balance

USD

11,172,000

52,815,618

123,105,790

195,920,304

219,874,424

196,279,958

4,000,000

Cash Flow Check

End of Sheet
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APPENDIX D: Outline of Proposed Internal Bank Structure and Employee Salary and Benefit

Governor

Outline of Internal Bank
Structure (Draft)

Board of Directors

April 8, 2020
President/CEO
Gov Exempt
$154,452 - $253,034

Executive
Assistant
Gov Exempt

Chief Lending
Officer

Chief Risk Officer

$80,794 - $140,617

$80,794 - $140,617

CFO

$39,363 - $70,250

Administrative Services

Gov Exempt

Gov Exempt
$80,794 - $140,617

Administrative
Assistant

Administrative
Assistant

CIO

Financial Coordinator
Supervisor

Pay Band 55

Pay Band 55

$82,736 - $138,169

(Pay Band 80)

$38,130 - $48,428

(Pay Band 70)

$38,130 -$48,428

$65,809 - $82,667

$51,427 - $65,316

Financial Specialist

Payroll/Benifits

Lending Officer
$60,855 - $85,425

Compliance Officer

IT Network
Administrator

Pay Band 65
$46,197 - $58,673

$60,351 - $80,568

(Pay Band 55)

(Pay Band 60)
$43,030 - $58,951

(Pay Band 55)

$60,855 - $85,425

$31,308 - $48,428
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Supervisor

$38,130 - $48,428

Financial Specialist

Lending Officer

Human Resources

Position
President/CEO
Executive Assistant
Chief Lending Officer
Administrative Asst.
Lending Officer
Lending Officer
Chief Risk Officer
Administrative Asst.
Compliance Officer
CFO
CIO
IT Network Admin
Financial Coor Super
Financial Specialist
Financial Specialist
Human Resources
HR Administrator

Base Salary
Min Annual

Status
Appointed
Appointed
Appointed
Classified
Classified
Classified
Appointed
Classified
Classified
Appointed
Classified
Classified
Classified
Classified
Classified
Classified
Classified

PROJECTED ANNUAL SALARIES/BENEFITS

Employer
Sponsored
Benefits
(41%)* Min
Salary

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

154,452
39,363
80,794
38,130
60,855
60,855
80,794
38,130
46,197
80,794
82,734
60,351
65,809
38,130
38,130
51,427
30,518

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$ 1,047,463 $

63,325
16,139
33,126
15,633
24,951
24,951
33,126
15,633
18,941
33,126
33,921
24,744
26,982
15,633
15,633
21,085
12,512

Total
Compensation
(Minimum)
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

429,460 $

*FICA, PERA, RHC, VACATION/SICK, HOLIDAY, INSURANCE
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217,777
55,502
113,920
53,763
85,806
85,806
113,920
53,763
65,138
113,920
116,655
85,095
92,791
53,763
53,763
72,512
43,030

Employer
Sponsored
Benefits
Total
(41%)* Mid Compensation
Salary
(Mid-Point)

Base Salary
Mid Annual
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

253,034
70,250
140,617
48,428
85,425
85,425
140,617
48,428
58,673
140,617
138,169
80,568
82,667
48,428
48,428
65,136
41,809

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,476,923 $ 1,576,719 $

103,744
28,803
57,653
19,855
35,024
35,024
57,653
19,855
24,056
57,653
56,649
33,033
33,893
19,855
19,855
26,706
17,142

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

356,778
99,053
198,270
68,283
120,449
120,449
198,270
68,283
82,729
198,270
194,818
113,601
116,560
68,283
68,283
91,842
58,951

646,455 $

2,223,174

