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2004 COMPANY OVERVIEW
Alaska Growth Capital has two Financial Assistance Awards and this report addresses our performance against the performance measures of both of those agreements in total.

In 2004 Alaska Growth Capital (AGC) continued its mission to promote rural economic development.   Total financing volume for 2004 was $19,208,397.    
AGC achieved the highest performance level - “Outstanding” - for all four of the performance measures in the first Award Agreement and four of the five performance measures in the second Award Agreement.  The last performance measure was met at a “Satisfactory” level. 
Financing volume 
Although the total amount of financing disbursements to businesses in communities classified as “Distressed” by the Denali Commission was $11,030,528, the total amount of financing to all rural communities was greater than this amount at $15,917,900.  Total financing volume for 2004 by market segment is summarized below:
	 
	Total amount
	Rural (off road system)
	To Minority businesses
	To "distressed" communities

	Loans
	$19,208,397
	$15,917,900
	$5,630,644
	$11,030,528 

	Equity investments
	$375,000 
	$75,000
	$0
	$0 

	Total Financings
	$19,583,397 
	$15,992,900 
	$5,630,644 
	$11,030,528 

	 
	100%
	82%
	29%
	56%


Importance of Federal Partners

AGC would not have been able to increase its loan volume in 2004 without its federal partners, the Denali Commission and the USDA Rural Development program.  The $4.8 million in grants from the Denali Commission has provided a major portion of the capital needed to support rural lending.

The ability of AGC to originate loans guaranteed by USDA Rural Development program and by the Small Business Administration (SBA) 7 (a) programs allowed for a high volume of loans relative to AGC’s total capital.  AGC was able to sell off the federally-guaranteed portions of loans and thus maintain the liquidity needed to increase loan volume.  In 2004 AGC received USDA guarantees for $14,940,858 in loans, all but two of which were sold during the year.  SBA also guaranteed $2,382,562 in loans for the year 2004, all of the loans were sold during the year.  The amount of loans sold represents the amount of private sector money that AGC was able to import from lower 48 companies into rural Alaska.

The quality of AGC’s relationships with the Denali Commission, SBA and with USDA continued to be a key factor in AGC’s success in 2004.  In addition to providing capital and loan guarantees, these agencies provided numerous referrals and invaluable information and advice.

A schedule of all loans originated during 2004 is attached as Appendix 1 to this report.
Loan Quality

The historic loan loss rate from the inception of AGC in 1997 through 2004 was 
.38 percent.  This is an exceptionally low loss rate for a portfolio of non-bankable loans.  AGC attributes the low loss ratio to careful due diligence and to extensive technical assistance both before and after loans are booked.    
Equity investments

AGC made an equity investment of $75,000 into Pacific Log & Lumber, LTD in Ketchikan.  AGC holds a minority ownership share in this company.  AGC also made an equity investment in to Alaska Growth Capital NMTC Fund 1, LLC which is a Community Development Entity and was created for the CDFI New Market Tax Credit Program in which AGC now participates in. 
Staffing

Our staff currently includes the following:
· David Hoffman, CEO

· Patrick Williams, Loan Officer  (Alaska Native)

· Jade Hill, Commercial Loan Processor  (Alaska Native)

· Lynda Muise, Staff Accountant/Loan Servicing  
· Heather Orr, Controller 
· Barbara Gill, Loan Officer
· Shelly Tammen, Executive Assistant

· Lynda Muise, Loan Servicing

· Rebecca McMullen, Receptionist (Alaska Native)

Thirty three percent of the staff is Alaska Native.  

Technical assistance
All members of the staff are involved in providing technical assistance to client businesses.  The three loan officers provide most of the on-site general business consulting to clients at their place of business.  Heather Orr is a CPA and is able to provide a limited level of high quality accounting advice to clients free of charge.  AGC has terminated its contracts to perform all accounting operations for two client companies.  This is a service that AGC will likely consider expanding in future years, based on market demand, but because of shortage of staffing will not offer the services currently.   Loan servicing staff members maintain close contact with borrowing clients and assist in solving a myriad of problems as they arise.  
Outreach to “Distressed” communities 
The AGC outreach strategy is based primarily on building strong networks of personal contacts in distressed communities.  AGC also relies heavily on current clients to identify new clients.   In 2004, AGC relied on this mechanism to expand its loan volume and financing requests, but also began an extensive marketing plan.  

AGC worked on training its staff on marketing techniques and sales methods to gain more clientele.  Although AGC has a great personal network through its staff, the company has laid out plans to began extensive marketing strategies to the State of Alaska. 
AGC staff continued to attend numerous regional funding forums and other regional economic development meetings throughout the year as part of the strategy to reach out to distressed communities.   Banks and various economic development organizations and agencies also provided referrals.  This strategy not only offers good training to the staff but allows for the growth of client networking for the company.
PERFORMANCE AGAINST ACCOUNTABILITY MEASURES 

The statistics below show performance against two sets of metrics.  One set of metrics is from grant #0016 and one from #0095.  Grant #0095 increased the required performance level for three of the four metrics in grant #0016.  It also added two new metrics. Measures 1, 2 and 4 listed below track performance against the combined thresholds from the two grants.  The last two measures relate to the two new metrics added by grant #0095.
Measure 1:
Total annual financing disbursements to businesses in communities defined as "distressed" by the Denali Commission.  The "distressed" communities are listed in the Commission's issue paper of May 2001. (Agreement 0016 and Agreement 0095)
Performance:
Outstanding - $10,980,528 in disbursements.    
This exceeded the minimum “Outstanding” benchmark by $8,241,084.   
Measure 2:
Total annual financing disbursements to Alaskan - owned businesses in communities defined as "distressed" by the Denali Commission.

(Agreement 0016 and Agreement 0095)
Performance:
Outstanding - $10,980,528 in disbursements.  
This exceeded the minimum “Outstanding” benchmark by $8,772,298.   
Measure 3:
The total annual payroll at all AGC - financed companies in distressed communities.

(Agreement 0016) 

Performance:
Outstanding - $17,091,911 in payroll.  
This exceeded the minimum “Outstanding” benchmark by $15,714,576.
Measure 4:
Number of technical assistance engagements provided to businesses that operate in "distressed" communities.  A "technical assistance engagement" is defined as a minimum of 8 hours of assistance provided by Alaska Growth Capital.  These engagements will cover a broad range of topics, as defined by the needs of the business.


(Agreement 0016 and Agreement 0095)
Performance:
Outstanding - 61 technical assistance engagements.  
This exceeded the minimum “Outstanding” benchmark by 3.
Measure 3:
The increase in annual payroll at all companies in distressed communities having loans in the AGC portfolio.

(Agreement 0095) 

Performance:
Outstanding - $2,495,695 increase in payroll.  
This exceeded the minimum “Outstanding” benchmark by $1,999,853.
Measure 4:
The total increase in annual revenues at all companies in distressed communities having loans in the AGC portfolio.

(Agreement 0095) 

Performance:
Satisfactory - $2,707,289 increase in revenues.  
This exceeded the minimum “Satisfactory” benchmark by $344,789.
FINANCING TO BUSINESSES IN DISTRESSED COMMUNITIES

	Company Name
	Location
	Annual payroll of company
	Disbursed amounts


2004 FINANCINGS

	AK Native Arts Foundation
	Rural AK
	$225,625
	$50,000

	Arctic Transportation Services, Inc.
	Nome
	$2,692,139
	$2,600,000

	Azachorok, Inc.
	Mt. Village
	$151,172
	$290,106

	Bering Air, Inc
	Nome
	$9,089,376
	$5,499,884

	Michels Business Ventures, LLC
	Nome
	$0
	$250,000

	Nima Corporation
	Mekoryuk
	
	$249,680

	Tyonek Native Corporation
	Tyonek
	
	$1,000,000

	Unalakleet Native Corporation
	Unalakleet
	$329,985
	$1,090,858

	  2004 TOTAL
	
	$12,488,297
	$11,030,528


2003 FINANCINGS
	Arctic Transportation Services, Inc.
	Bethel
	$3,062,172
	$125,500

	Cape Smythe Air Service
	Nome
	$512,232
	$1,411,200

	Kateel Trucking
	Nome
	$1,300
	$199,500

	Sweetsirs
	Galena
	$17,589
	$426,200

	Unalakleet Native Corporation
	Unalakleet
	$299,543
	$775,000

	  2003 TOTAL
	
	$3,892,836
	$2,937,400


2002 FINANCINGS 




	Alaska Fisheries *
	Adak
	$723,531
	$480,000

	Asa’Carsarmiut Tribal Corp.
	Mt. Village
	$214,865
	$105,000

	Country Store
	Nome
	$161,761
	$265,000

	Arctic Transportation Services, Inc.
	Bethel
	$2,730,919
	$1,087,000

	  2002 TOTAL
	
	$3,831,076
	$1,937,000


2001 FINANCINGS




	Ulmer Burgess **
	Homer
	$872,116
	$2,000,000

	E2R
	Bethel
	
	$1,075,000

	Subway of Bethel
	Bethel
	$182,620
	$275,000

	Bettles Lodge
	Bettles
	$81,053
	$275,000

	2001 TOTAL
	
	$1,135,789
	$3,625,000


	4 YEAR TOTAL
	
	$8,859,701
	$8,499,400


Detailed information on the five loans completed during 2004 is provided on the following pages. 
*   Both debt and equity.  Loan paid in full in December 2002

** Homer was on the list of “Distressed” communities in 2001 but not in 2002.

CONSULTING SERVICES

Alaska Growth Capital conducted technical assistance engagements for 61 minority clients.  This consists of 36 Native owned organizations and 7 woman owned.  The remainder of the engagements were clients within the target investment areas.

	QUALIFYING TECHNICAL ASSISTANCE ENGAGEMENTS



	Minority and Native

	Jan. 1 – December 31, 2004


	Non-Fee technical assistance – new in 2004
	
	

	Client
	Key issues
	Date ended
	Minority

	Carl Noes
	Technical Assistance
	February
	Native

	Yako Timber
	Technical Assistance
	February
	Native

	George Guy
	Technical Assistance
	February
	Native

	Edward George
	Technical Assistance
	February
	Native

	Jack Wasillie
	Technical Assistance
	February
	Native

	Jim Hoover
	Technical Assistance
	February
	Native

	Sharon Rodgers
	Technical Assistance
	February
	Native/Woman

	Mary Agimuk
	Technical Assistance
	February
	Native/Woman

	Stanley Active
	Technical Assistance
	  February
	Native

	Agnes Okitkun
	Technical Assistance
	  February
	Native/Woman

	Moses Tulim
	Technical Assistance
	February
	Native

	Grace Hill
	Technical Assistance
	February
	Native/Woman

	Howard Ayojiak
	Technical Assistance
	February
	Native

	Gabe Olick
	Technical Assistance
	February
	Native

	Richard Tuluk
	Technical Assistance
	February
	Native

	Henrie Nicolai
	Technical Assistance
	February
	Native

	Carl Dock
	Technical Assistance
	February
	Native

	Peter Christopher, Sr.
	Technical Assistance
	February
	Native

	Bertha Black
	Technical Assistance
	February
	Native/Woman

	Rudy Kairaiuak
	Technical Assistance
	February
	Native

	Alexie Posen
	Technical Assistance
	February
	Native

	Michael Alakayak
	Technical Assistance
	February
	Native

	Unalakleet Native Corporation
	Debt Restructure and Expansion
	December
	Native

	Tyonek Native Corporation
	Expansion
	April
	Native

	Alaska Village Initiatives
	Planning
	February
	Native

	AHTNA
	Reorganization
	On-going
	Native

	Arctic Transportation Services
	Debt Refinance
	April
	Native

	Calista
	Planning
	April
	Native

	Nima Corporation
	Expansion
	November
	Native

	Barrow Arctic Science Consort.
	
	On-going
	

	Azachorok
	Debt Refinance
	November
	Native

	Polar Brew
	Technical Assistance
	On-going
	Native/Woman

	Michels Business Ventures
	Debt Refinance
	November
	Native/Woman

	Captain Blighs on Beaver Creek
	Technical Assistance
	July
	

	AK Native Arts Foundation
	Start-Up
	July
	Native

	AK Manufacturing Extension Program (AMEP)
	Technical Assistance
	August
	

	Bering Sea Fishermen’s Assoc.
	Planning
	August
	

	Beaver Creek Lodge
	Technical Assistance
	August
	

	People Matter
	Technical Assistance
	On-going
	

	Adak Fisheries
	Expansion
	On-going
	

	
	
	
	

	Continuing Non-Fee technical assistance to clients originated prior to 2004
	

	Client
	Key issues
	Date ended
	Minority

	AHTNA
	Re-Organization
	On-going
	Native

	Unalakleet Native Corporation
	Debt Restructure
	December 
	Native

	Fee-based accounting services engagements
	
	

	Client
	Key issues
	Date ended
	Minority

	ASRC Transport LLC
	Accounting, administrative and finance functions
	July
	Native
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