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Story from the Field: Financing Small Businesses in Rural
Alaska and Montana

Since its establishment in 1997, the Anchorage-based Alaska Growth Capital (AGC), a
subsidiary of the state’s largest Native-owned corporation (Arctic Slope Regional
Corporation), has provided over $100 million in loans to small businesses deemed to be
too high risk by traditional financial institutions. In so doing, it has helped hundreds of
clients to grow and prosper in Alaska’s unique business environment where communities
may be so isolated from one another that they are only accessible by boat or airplane. In
fact, more than 60% of AGC’s loans are made off the road network. Its small business
loans have ranged from $100,000 to $10 million, and its clients are located throughout
Alaska – from Ketchikan in the east to Adak in the Aleutian Islands, one of the most west-
ernmost points in the United States.

With the New Markets Tax Credit, AGC has a new and powerful tool for economic develop-
ment. It has been able to harness the Credit to bring private capital into some of the most
remote rural communities in Alaska. AGC received Credit allocations in Rounds I and II
totaling $40 million. It is deploying these Credits in an effective and efficient manner to
grow businesses as well as strengthen the Alaskan economy, as demonstrated by its involve-
ment with the Tyonek Native Corporation.

The Village of Tyonek is located on a bluff overlooking Cook Inlet, which is forty-three miles
southwest of Anchorage. Its 193 residents are Dena’ina Athabascan Indians, the majority of
whom are “Tebuqhna” or “beach people.”  The village is only accessible by sea or air, and its
residents maintain a subsistence diet primarily of salmon, moose, beluga whale, and water-
fowl. According to the 2000 Census, Tyonek has a 27.3% unemployment rate and a poverty
rate of 14%.

As part of the Alaska Native Claims Settlement Act of 1971, which established a series of vil-
lage and regional Native Corporations in a settlement of aboriginal claims to Alaskan lands,
the Tyonek Native Corporation was formed. It is governed by nine directors and a manage-
ment staff who are responsible to nearly 600 shareholders. The Tyonek Native Corporation is
the parent company to a wide range of subsidiary businesses, one of which attracted AGC’s
attention for a Credit-financed investment, Envirotech.

Envirotech removes toxic elements from oilfield mud through an environmentally safe chemi-
cal process that also requires vacuums, conveyor belts, and other equipment. Coventional
banks had previously rejected the company’s request for financing equipment due to the
start-up nature of the venture. AGC stepped in with a $1 million Credit-financed low-interest
below-market loan to help Envirotech bring its plans to fruition. Wells Fargo invested in the
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Credits that allowed the financing to occur. Six months after the transaction, Envirotech’s
payroll increased from three to twelve people. The company’s chief executive was quoted in
Forbes Magazine that the expansion would never have happened without AGC’s loan, and the
loan would not have been made without the New Markets Tax Credit.

The transaction with Tyonek Native Corporation and Envirotech also had consequences for
AGC’s growth strategy. First, AGC began to develop a way in which it could enhance its
work with the Credit in isolated Alaskan communities. Rather than find an investor one deal
at a time, which was often logistically difficult in rural Alaska, it sought to create a Credit-
financed fund which it could draw upon to finance small business projects across the state.
Morgan Stanley, the New York City-based global financial services firm, agreed to invest $17
million in AGC in exchange for Credits to begin such a fund after reviewing AGC’s long
track record of rural investments.

In addition, AGC’s success with financing small business projects such as Envirotech led
the company to open a branch in another predominantly rural state, Montana. In
November 2005, Montana Growth Capital (MGC) was established with the same mission
as its parent company – providing loans to businesses with higher risk profile than many
traditional banks will accommodate. After careful market research, AGC recognized that
Montana’s economy is surprisingly similar
to Alaska’s, and that the financing cli-
mate in both states exhibited the same
“gaps” in risk-based lending. MGC antic-
ipates providing at least $5 million in
small business loans in its first year of
operation. MGC also plans to access the
New Markets Tax Credit to provide loans
at favorable market rates, which will help
to fill business financing gaps and ulti-
mately grow the Montana economy.
AGC’s founder and CEO David
Hoffman, a Montana native, had the
foresight to include in his successful
Round II application for Credits that the
service area would be multi-state – Alaska and Montana.

Jeff Batton, President of MGC, is looking forward to bringing the benefits of the New
Markets Tax Credit to Montana. He has worked in both Montana and Alaska and notes that
the products offered by AGC and MGC fill an economic development role that is lacking in
both states. In fact, Batton contends that one of the most remarkable features of the New
Markets Tax Credit is how it facilitates the transfer of private capital “from Wall Street to
Main Street,” as exemplified by the investments Morgan Stanley and Wells Fargo have made.
He believes that AGC’s model of using the Credit to attract capital to remote rural areas can
be replicated in Montana and throughout other regions of the nation. It is this pioneering
spirit that makes the stories of Alaska Growth Capital and now Montana Growth Capital
exciting ones to tell.
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