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2003 COMPANY OVERVIEW
Alaska Growth Capital now has two Financial Assistance Awards and this report addresses our performance against the performance measures of both of those agreements in total.

In 2003 Alaska Growth Capital (AGC) continued its mission to promote rural economic development.   Total financing volume for 2003 was $17,777,979.    
AGC achieved the highest performance level - “Outstanding” - for all four of the performance measures in the first Award Agreement and all five performance measures in the second Award Agreement.

Financing volume 
Although the total amount of financing disbursements to businesses in communities classified as “Distressed” by the Denali Commission was $2,937,400, the total amount of financing to all rural communities was nearly 2 1/2 times this amount at $6,761,300.  Total financing volume for 2003 by market segment is summarized below:
	 
	Total amount
	Rural (off road system)
	To Minority businesses
	To "distressed" communities

	Loans
	$17,607,979
	$6,761,300
	$5,732,379
	$2,937,400 

	Equity investments
	$170,000 
	$0 
	$170,000 
	$0 

	Total Financings
	$17,777,979 
	$6,761,300 
	$5,902,379 
	$2,937,400 

	 
	100%
	38%
	33%
	17%


Importance of Federal Partners

AGC would not have been able to increase its loan volume in 2003 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. The USDA program was especially important.  In 2003 AGC received USDA guarantees for $8,791,800 in loans, all of which 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.

AGC was the number one originator of USDA guaranteed loans in Alaska and the fifteenth highest originator in the country.  USDA generally guarantees 90 percent of the amount of loans that go to businesses located off of the road system and 80 percent of loans to businesses in rural areas on the road system in Alaska.  For USDA purposes, most of the state outside of Anchorage is classified as rural and thus qualifies for USDA guarantees.  
AGC also originated $2,990,250 of SBA guaranteed loans in 2003, all of which were sold during the year.  

The quality of AGC’s relationships with the Denali Commission and with USDA continued to be a key factor in AGC’s success in 2003.  In addition to providing capital and loan guarantees, these two agencies provided numerous referrals and invaluable information and advice.

A schedule of all loans originated during 2003 is attached as Appendix 1 to this report.
Loan Quality

The historic loan loss rate from the inception of AGC in 1997 through 2003 was 
1/2 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 additional equity investment of $170,000 into ASRC Transport LLC, which was formerly Alaska Environmental, LLC.  AGC holds a majority ownership share in this company.  

Staffing

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

· Jason Evans, Vice President of Lending  (Alaska Native)

· Darcy Carney, CFO 

· Patrick Williams, Loan Officer  (Alaska Native)

· Jade Hill, Commercial Loan Processor  (Alaska Native)

· Sandee Rice, Staff Accountant/Bookkeeping (Alaska Native)  
· Heather Orr, Controller 
· Barbara Gill, Loan Officer
· Mike Orr, Business Analyst (Alaska Native)

· Leann Stubblefield, Executive Assistant

· Lynda Muise, Loan Servicing

· Shannon Edens, Commercial Loan Processor
Forty two 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.  Two staff members, Darcy Carney and Heather Orr, are CPAs.  They are able to provide a limited level of high quality accounting advice to clients free of charge.  AGC also has contracts to perform all accounting operations for two client companies.  This is a service that will likely expand in future years, based on market demand.   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.   The AGC Vice President of Lending, Jason Evans, an Inupiaq from Nome, has worked to expand his personal network of contacts in the Bering Strait region and throughout Western and Arctic Alaska.  
Loan Officer Patrick Williams, an Athabascan from Fairbanks, with family up and down the Yukon is primarily responsible for the Interior.  David Hoffman, former mayor of the village of Ruby on the Yukon also has numerous contacts in the Interior.  

Other Native staff members with strong personal networks include Jade Hill, an Inupiaq from Kotzebue and Sandee Rice, a Yupi’iq CIRI shareholder whose family is from Bethel.   Mike Orr, formerly of National Bank Alaska and Alaska Village Initiatives became a full time employee in October.  Mike is a Siberian Yupi’ik who grew up in Bethel.

AGC staff also attended 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.
PERFORMANCE AGAINST ACCOUNTABILITY MEASURES 

The statistics below show performance against two sets of metrics.  One set of metrics is from grant #0016 an done 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 - $2,937,400 in disbursements.    
This exceeded the minimum “Outstanding” benchmark by $1,068,155.   
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 - $2,937,400 in disbursements.  
This exceeded the minimum “Outstanding” benchmark by $827,550.   
Measure 3:
The total annual payroll at all AGC - financed companies in distressed communities.

(Agreement 0016) 

Performance:
Outstanding - $5,566,133 in payroll.  
This exceeded the minimum “Outstanding” benchmark by $4,306,853.
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 - 60 technical assistance engagements.  
This exceeded the minimum “Outstanding” benchmark by 7.
Measure 3:
The increase in annual payroll at all companies in distressed communities having loans in the AGC portfolio.

(Agreement 0095) 

Performance:
Outstanding - $491,755 increase in payroll.  
This exceeded the minimum “Outstanding” benchmark by $176,935.
Measure 4:
The total increase in annual revenues at all companies in distressed communities having loans in the AGC portfolio.

(Agreement 0095) 

Performance:
Outstanding - $2,995,592 increase in revenues.  
This exceeded the minimum “Outstanding” benchmark by $995,592.
FINANCING TO BUSINESSES IN DISTRESSED COMMUNITIES

	Company Name
	Location
	Annual payroll of company
	Loan amount


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


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


Detailed information on the five loans completed during 2003 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 60 clients in distressed areas.   These engagements are summarized below:

	
	Client
	City
	Description/ Time Frame

	1.
	Huhndorf Store
	Galena
	

	2.
	Frontier Flying
	Galena
	

	3.
	Cape Smythe
	Nome
	

	4.
	Kateel Trucking
	Nome
	

	5.
	Country Store
	Nome
	

	6.
	ATS
	Bethel/Nome
	

	7.
	E2R
	Bethel/Nome
	

	8.
	Unalakleet Nature Corp.
	Unalakleet
	

	9.
	Shishmaref Tannery
	Shishmaref
	

	10.
	Subway/ Gold Coast Cinema
	Nome
	

	11.
	Penair
	Adak
	

	12.
	Wilderness Skidoo
	Nome
	

	13.
	Hageland Aviation
	Nome
	Air Taxi

	14.
	Subway of Bethel
	Bethel
	

	15.
	David Evans
	Nome
	Retail Store

	16.
	Darrin Otton
	Nome
	Fishing Boat

	17.
	Watermark Consulting
	SW Alaska
	Computer Services

	18.
	Mark Allred
	Bethel
	Coaching

	19.
	River Villages Inc.
	Stevens Village
	

	20.
	Chris Blount
	Nome
	Coaching

	21.
	Bristol Bay Economics Development Corporation
	Dillingham
	Establishment of Loan Fund

	22.
	Tyonek Native Corp.
	Tyonek
	Financing

	23.
	Alaska Fisheries LLC
	Adak
	Law Suite- Joe Moran

	24.
	Alaska Cab
	Bethel
	Financing

	25.
	Bering Strait Native Corp.
	Nome
	Financing

	26.
	Adak Store
	Adak
	

	27.
	Mary Kapsner
	
	New Business Planning

	28.
	Bristol Bay Economic Development Corporation- Paul Payton
	
	Help design a loan fund

	29.
	Bristol Bay Native Association, Terry Hoeferle
	
	Help design a loan fund

	30.
	Rasmuson Foundation
	Anchorage
	Establish loan fund

	31.
	Matt Sweetsir
	Nenana
	Start up barge service Yukon River

	32.
	Alaska Native Arts Foundation
	Anchorage
	Market art from distressed communities

	33.  
	ASRC Transport Tetlin Job
	Tetlin
	General Business Consulting

	34.
	Calista Corp.
	
	Donlin Creek Projeect

	35. 
	Bettles Lodge
	
	Loan Fund

	36.
	Keith Tryck Consulting
	Mt. Village, Unalakleet, Ect
	Consulting to Tribal Housing Authority 

	37.
	Nothern Professional Services
	Multi. Locations
	General Business

	38.
	Alaska Village Initiatives
	Multi. Locations
	General Business

	39.
	GCI
	Multi. Locations
	General Business

	40.
	Ahtna Inc.
	Gulkana,Gakona, Chitina
	Debt Restructure

	41.
	Denali Southside River Guides
	Denali
	Debt Restructure

	42.
	Gakona Alaska RV Park
	Gakona
	

	43.
	Native American Lending Program
	Multi. Locations
	Statewide Seminar for Native American Lending Programs

	44.
	BIA Rural Providers Conference
	Multi. Locations
	Obtaining a Loan Fund

	45.
	Tanana Chiefs Conerence
	Multi. Locations
	Loan Fund

	46.
	Lynda Leal
	Gallena
	Harvard Universtity

	47.
	Penny Olanna
	Nome
	Norton Sound Health Organization

	48.
	Jeanette Pomrenke
	Nome
	Kawerak, Inc.

	49.
	Jeanne Eder
	Nome/Bethel
	UAA

	50.
	Annette Donaldson
	Delta Junction
	UAF

	51.
	Christine Piscoya
	Nome
	Norton Sound Health Care

	52.
	Connie Kochman
	Nome
	Norton Sound Health Care

	53.
	Karol Dixon
	Shagalook
	University of Organ

	54.
	Ray Reekie
	Nome/Bethel
	Alaska Air National Guard

	55.
	Josie Hardy
	Nome
	Kawerak, Inc.

	56.
	Linda Gologergen
	Nome
	Bearing Straights Housing 

	57.
	Lee Ryan
	Unalakleet
	UAA

	58.
	Scott Dickens
	Nome
	Bering Strait School District

	59.
	Tara Bourdukofsky
	Alutian Islands
	Aleut Corp.

	60.
	Rachel Dyoumick
	Nome
	Bering Straits Native Corp.


Note:  Client number 46 through 60 were attendees at leadership training workshop in Anchorage sponsored by AGC during the week of the Alaska Federation of Natives convention.
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