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In response to an analyst’s question about multiple applications coming from a single
device, a Kabbage risk manager instructed his team that the fact that “the risk here is not ours—it
is SBAs [sic]” should inform their decisions to approve or deny the applications.>*® This
comment appears to have referred to the full SBA guarantee for PPP loans and the SBA’s
promise to ultimately “h[o]ld harmless” lenders for borrowers’ lack of compliance with program
criteria, even though lenders were still required to conduct due diligence on borrower identities
consistent with regulatory standards applicable to banks.>%°
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b. Kabbage Reduced Its Risk and Account Review Staff by 50 Percent While
Approving Billions in PPP Loans

Despite the risk of fraud, Kabbage made staffing reductions throughout 2020 that likely
weakened its capacity to address fraud. Press reports indicate that Kabbage furloughed
employees in March 2020, anticipating a contraction in business during the pandemic, but that
participation in the program “saved” the struggling fintech.®® Nonetheless, internal employment
data obtained by the Select Subcommittee indicates that, starting May 2020, Kabbage
continuously reduced its core staff over the course of many months despite its lucrative
participation in the PPP.%% The staff shed by Kabbage included full-time members of the Risk

and Account Review teams that were primarily responsible for fraud reviews and KYB/KYC
reviews.

By June 2020, Kabbage halved its Risk and Account Review employees from 84 (in
April) to 42, and the numbers continued to meaningfully decline through September.%%? Despite
these staff reductions, Kabbage funded approximately $1.6 billion in PPP loans in May, $1.5
billion in June, and over $800 million in July 2020.5%® Kabbage outsourced the work to
temporary contractors.t In an email exchange regarding contractor onboarding, Kabbage
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executives discussed heavily pressuring these prospective reviewers to prioritize speed by setting
“crystal clear [contractual] expectations with them in terms of output per hour so we manage
cost/output appropriately.”®® A quota system, if it was indeed implemented, would have further
incentivized reviewers to ignore indicators of fraud in applications.

C. Kabbage PPP Application Reviewers Expressed Confusion and Concern About
Kabbage’s Fraud Controls

In communications obtained by the Select Subcommittee, a Kabbage employee expressed
concerns to an executive about unclear or inadequate processes for identifying and addressing
potential fraud. The employee contacted Kabbage’s Head of Strategy in early July, noting that
“it just seems like there is money going out the door to bogus businesses that is preventable.”
The executive responded that the company should approve questionable loans, stating: “it’s a
really hard spot we’re in with the program . . . . Essentially if there is no definitive proof of fraud
(I’'m sure there are exceptions to what I’m going to say) then we have to let it through.”%%
Although the program rules permitted lenders to rely on borrower certifications when analyzing
a lender’s eligibility for given loan amounts and its use of loan proceeds, lenders were generally
required to implement methods to identify and verify new borrowers’ identities (or to use a
Customer Identification Program operated by certain federally insured financial institutions) and
to develop customer risk profiles.®%” It is therefore unclear how the executive concluded that
lenders “have to let ... through” loans they suspected of being fraudulent.

Members of Kabbage’s fraud team repeatedly questioned the effectiveness of Kabbage’s
guidance to its fraud review teams. Internal chats among fraud analysts suggest confusion about
the company’s formal requirements for fraud prevention. In a June 2020 chat, one fraud team
member expressed alarm at the company’s lack of clear guidance for red flag escalation, writing:
“For real though . . . is this process not all written down somewhere?”” and mocked Kabbage’s
purported “See Something” “Say Something” approach to fraud escalation:5%®
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On June 3, 2020, Kabbage’s Head of Portfolio Risk and Analytics instructed fraud
reviewers in Kabbage’s internal “ppp fraud”-focused chat channel, “We should absolutely not
clear any account for Fraud or KYC/KYB until 100% sure . . . it’s better to decline if we are not
100% sure than actually approve with 90% confidence.”®® However, another supervising risk
manager sent contrary instructions to the same chat group on July 16, 2020: “[I]f someone sends
in all the docs we have asked for and are not forged, then we need a convincing reason to decline
them. Simply ‘we think you’re fraudulent because you have a device match’ does not cut it.”%
Kabbage employees responded to the latter advice by requesting “something in writing.”
Another employee wrote that they wanted written guidance to “cover my rear end” in the event
the guidance led them to approve fraudulent applications.5

Concerns about Kabbage’s processes extended to the executive level. In late April 2020,
several weeks into the program, Kabbage’s Chief Technology Officer wrote to other executives:
“[W]e need an end to end system. [T]his is a wreck. I don’t know what people are reviewing
and under what rules . . . . it’s crazy to manage this volume in spreadsheets.”®'? At the time of
that discussion, Kabbage had already funded over 50,000 PPP loans.?!® Kabbage’s antifraud
program also lacked governance structures such as a committee focused on fraud and financial
crime or minuted leadership meetings on fraud-related issues, even though these would be
standard protocols in many similarly situated, directly-regulated financial institutions.5*

d. Multiple Banks Working with Kabbage Raised Concerns About Fraud in
Kabbage-Approved Loans, but Kabbage Did Not Appear to Take Steps to
Mitigate Those Concerns

A number of banks working with Kabbage—both as lending partners and as recipient
institutions for PPP funds—raised concerns about fraud among Kabbage-approved loans.
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Both Cross River and Customers Bank stopped working with Kabbage after the PPP’s
first round. When asked about its experience with Kabbage during the PPP, Cross River
indicated that it ended its partnership with Kabbage in August 2020. Among other factors, Cross
River described concerns surrounding Kabbage’s application reviews, including “process and
documentation issues” that made it “a prudent risk management decision not to work with
Kabbage during the 2021 PPP.”%1°

Wells Fargo, which processed fund transfers for Kabbage during the first round of the
PPP, developed what one Kabbage executive referred to as a “contentious relationship” with the
fintech over its approval of fraudulent applications.®*® Wells Fargo requested in July 2020 that
Kabbage transition to a different bank for its fund transfer services.®*’ A representative of Wells
Fargo wrote to executives at Kabbage on July 17, 2020: “As discussed on the call today, we are
concerned about the significant increase in the fraudulent transactions confirmed by Kabbage
over the past few days, including $18MM of new transactions that were flagged yesterday.”’%18
Kabbage executives dismissed Wells Fargo’s concerns. InaJuly 17, 2020, exchange, Kabbage’s
Head of Capital Markets passed along to other Kabbage executives a question from Wells Fargo
about whether Kabbage knew about, or informed the FBI about, an applicant who had been
arrested after obtaining a PPP loan from Kabbage. The company’s Head of Strategy responded
internally: “I doubt anyone would ever confirm or deny any of that .... so sure what the hell ...
we called them.” He added: “It’s not like we’d be able to comment on anything if we did. I'm
not going to even look to see if we filed any reports on that one.”®® Kabbage’s General Counsel
responded to the email chain: “good grief[.] OK you got me it was me — I’m behind [fraudulent
applicant] little piglet soap company.”®%

Kabbage also appears to have failed to address fraud flags raised by recipient financial
institutions. On July 31, 2020, a senior vice president for fraud prevention at Citi Bank emailed
Kabbage’s Head of Strategy with the subject line “Incoming Kabbage SBA Loan to Citibank---
Possible Fraud,” marked as “High” importance. The executive explained in the email that an
incoming PPP loan for $20,833—the maximum available to a sole proprietor—was sent to an
individual who did not own a business, and offered: “I have some of the funds still on hold if
you guys want them back.”®?! In a follow up email to Kabbage’s Head of Strategy on September
22, 2020, regarding another potentially fraudulent loan, the executive noted: “[U]nfortunately, I
wasn’t able to hold the funds on the last loan because I never got a response from anyone at
Kabbage.”%?

2. The Select Subcommittee’s Investigation Confirmed That Suspicious Kabbage-
Funded Loans ldentified by News Organizations Were Approved Despite
Multiple Red Flags

The structure of the PPP, in which the SBA and American taxpayers assumed all the risk,
while lenders (and, by extension, their partners) were paid for all loans issued but not for
applications reviewed and rejected as ineligible, meant that fintechs like Kabbage were not
incentivized to utilize robust anti-fraud systems. The Select Subcommittee obtained previously
undisclosed documents revealing failures in Kabbage’s fraud checks. This evidence confirms
prior reporting by ProPublica and illustrates that the fintech overlooked significant red flags
when it approved apparently fraudulent farm loans. The documents show that the improbable
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locations of the farms were only part of the story—rather, many of the loans included multiple
significant fraud indicators.

In one example, “Deely Nuts” was approved for and issued a $20,833 loan (the maximum
for sole proprietorships) in August 2020.%%2 ProPublica previously reported that, although Deely
Nuts’ principal business was described as “tree nut farming,” the business claimed to be located
on a sandbar in New Jersey. Loan application documents obtained by the Select Subcommittee
indicate that the applicant filed the incorrect tax schedule form for farms®2* and also listed the
business’ Principal Business or Professional Activity Code (a numerical code based on North
American Industry Classification System (NAICS) codes) as “999999”—a default number for
“Unclassified establishments” (rather than any of the codes under the “Agriculture, Forestry,
Hunting, & Fishing” category).5® The application documents also list zero expenses for wages
or contract labor or for purchases of supplies that would typically be required to operate a
farm.®2® The “Cost of Goods Sold” section of the tax documents cite no expenses for “Materials
and supplies” or “labor.”®?’ In contrast to the average gross margin of 13.61 percent for farms in
the United States,%?8 data from the Deely Nuts supporting documents indicate a gross margin of
82 percent.’2° The Select Subcommittee also determined that the business address listed
throughout the PPP Borrower Application Form is that of a beachfront vacation rental cottage in
coastal New Jersey.5%

Kabbage approved an application for Shaila Big Fresh Oranges in August 2020 for a
$17,931 loan.®3! ProPublica and other outlets previously reported that the principal business for
this applicant was described as “Orange Groves,” even while the application listed a business
address in Minnesota.®®? Documents obtained by the Select Subcommittee reveal additional red
flags, including that the purported farm claimed to have a single employee, listed no wages or
contract labor on its application, listed no supply purchases within its expenses, used the
incorrect tax form for farms, cited a miscellaneous 999999 NAICs code rather than a code
appropriate for farms, and included data indicating an unusual gross margin of 84 percent.®3
The Select Subcommittee also determined that the business address previously flagged by Pro
Publica was a three bedroom, single family home.%%*

In the case of Strawberry Joseph Schrempp, which Kabbage approved for a loan of
$19,829 in June 2020, ProPublica previously reported that the application listed the home of a
bank president who denied owning a strawberry farm. Internal Kabbage documents obtained by
the Select Subcommittee show that Kabbage flagged the application for a “fake passport” two
weeks after it was approved and its SBA note signed for disbursement.%®® Despite the
disbursement approval, notes on Kabbage’s LexisNexis analysis of the application include “Risk
Indicators” such as “Unable to verify business name, address, TIN and phone on business
records;” “The input business address may be a residential address (single family dwelling);
“Unable to verify phone number;” “The input phone number and input zip code combination is
invalid;” and “The input name and address return a different phone number.” Nevertheless, the
application’s “Verification Status” was listed as “Verified.”®% A website tracking and analyzing
PPP loan data from the SBA notes that “PPP recipients in th[e strawberry farming] industry
report an average of 43 employees, 4200% higher than Strawberry Joseph Schrempp’s reported 1
employees [sic], and received an average PPP loan of $230,326, 1,062 percent higher than this
company’s loan of $19,829.”5%7
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Many of these patterns—including tax documents not typically used by farms,
miscellaneous 999999 NAICs codes, a lack of labor expenses, business addresses for single-
family homes in residential neighborhoods, gross margins exceeding 70 percent and sometimes
approaching 90 percent, and email addresses using persons’ names other than the name of the
applicant contact—appeared in the applications of three other purported farms that were reported
by ProPublica, including a tomato farm that Kabbage approved for $12,739; a “Wheat farming
wheat farming [sic] field and seed production” that Kabbage approved for $20,833; and a “Beef
cattle ranching and farming” business (which ProPublica noted had been registered to the home
address of the mayor of Long Beach, New Jersey) approved by Kabbage for $20,567.5%¢ Internal
Kabbage emails indicate that each of these businesses had been confirmed as fraudulent in
March 2021, seven to eight months after the loans were funded, and that Kabbage had failed to
recover any of the funds.%%

These issues were sometimes accompanied by other red flags, such as loans sought for
exactly the amount available through the PPP to sole proprietors. For example, the Ritter Wheat
Club application’s payroll calculations added up to exactly $20,833, which was the maximum
loan amount for a single proprietor with one employee.®* Internal correspondence indicates that
Kabbage had discussed whether loans for $20,833 were suspicious as early as May 2020, but that
Kabbage’s Head of Policy had opined, “I don’t think that’s suspicious given we’re serving these
markets, nor do I think it’s fraud.”®*! At that point, Kabbage had already approved nearly 9,000
loans for that amount, collectively worth over $183 million dollars.54?

Figure 7: Google street view of the residential beachfiront site of a supposed “Beef Cattle Ranching
and Farming” business in New Jersey, on a PPP application approved by Kazbbage.643
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3. Kabbage Sold Its Primary Business to American Express Mid-Program,
Capitalizing on PPP Profits While Leaving Legitimate Borrowers Without
Effective Assistance with Forgiveness

On October 16, 2020, Kabbage sold the majority of its assets to American Express
Company for approximately $850 million.®** The entity currently known as “Kabbage” is now
operated by American Express, while what remained of the original fintech was spun off into a
business called “KServicing.”®* As part of these transactions, the majority of Kabbage’s key
employees, data, documents, and systems were transferred to American Express.®*® However,
American Express did not assume the company’s PPP liabilities. In communications with the
Select Subcommittee, American Express emphasized that the company “expressly did not
acquire Kabbage’s liabilities arising under, resulting from, or related to Kabbage’s historical loan
portfolio or the PPP portfolio. Any regulatory obligations or issues related to Kabbage’s PPP
loans belong solely to Kabbage.””%4

At the time of the acquisition and spinoff, Kabbage had already issued PPP loans to over
a quarter million borrowers that would need ongoing servicing, including for forgiveness
processing. Without clear regulatory penalties for poor servicing of funded loans, Kabbage and
its new owner left these borrowers to a severely under-resourced company with fewer than 12
full-time employees to help service those loans.®*® Although public estimates put Kabbage’s
PPP fee earnings at over $300 million at the time of the acquisition,®*° KServicing was unable to
tell the Select Subcommittee how much funding it had at its disposal post-acquisition to provide
services to PPP borrowers.%° However, KServicing told the Select Subcommittee that its
resources were “limited.”®°!

KServicing also retained only contractual use of American Express’ data and systems, to
which they had to request access in order to perform forgiveness services for borrowers.5?
Public reports detailed borrowers struggling to obtain their second-draw loan funds from
KServicing after the spin-off.®>® In March 2022, the Miami Herald also reported that
Kabt%age/KServicing saw the lowest forgiveness rate of any major lender in the first year of the
PPp.554

Even after Kabbage was sold and KServicing was left with a skeleton staff, KServicing
continued to fund loans. KServicing informed the Select Subcommittee that, following the
October 2020 acquisition, only “one Kabbage employee was dedicated full time and exclusively
to AML [anti-money laundering], BSA [Bank Secrecy Act], or fraud compliance from October
16, 2020 to May 2021, at which point this employee was transferred to American Express.”®*
As of mid-June 2021, “[t]here [were] no Kabbage employees that [were] dedicated full time
exclusively to AML, BSA, or fraud compliance,” although some employees did such work part-
time. Kabbage claimed to have contracted a third-party firm to support the part-time
employees.%® Nevertheless, Kabbage continued to fund loans; in the time in which Kabbage
claimed to have only one full-time anti-fraud employee, Kabbage funded over 50,000 loans
within a 13-week period. Loans continued to be funded even after Kabbage lost that
employee.®®’
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While American Express obtained Kabbage’s assets, KServicing was left with its
responsibilities to service borrowers’ loans and the portfolio’s liabilities, including multiple
Department of Justice investigations into whether Kabbage’s review of PPP applications was
consistent with federal fraud laws, as well as an investigation by the Federal Trade Commission
into potential deceptive and unfair practices.%*® KServicing eventually filed for Chapter 11
bankruptcy on October 3, 2022.%%°

Upon filing for bankruptcy, KServicing disclosed that it faced allegations from SBA that
it had made excess loan payments to borrowers, as well as accusations from Customer Bank that
it had failed to perform required loan servicing.%® In the same filing, KServicing accused
American Express, which continues to manage and publicize Kabbage’s primary lending
business,®®! of failing to honor its commitments to provide KServicing with the data it needed to
run it PPP business, including access to the platform used by borrowers.%%2 While Kabbage’s
sale left the company with fewer staff to prevent fraudulent loans and protect taxpayer dollars,
and borrowers with limited assistance with forgiveness servicing, American Express, Kabbage,
and its executives were left free from liability and responsibility.

F. Bluevine Initially Faced Significant Fraud Rates, but Its Longstanding
Partners Intervened to Improve Fraud Prevention over the Course of the

Program

The story of another fintech, Bluevine, demonstrates that it was possible to reduce the
amount of fraud in the PPP with adequate diligence measures.

1. Bluevine Attracted and Facilitated Significant Amounts of Fraud Early in the PPP

Bluevine, a fintech headquartered in California, was founded in 2013 to facilitate loans
for small businesses. Between its entry into the PPP in April 2020 and the end of the program in
May 2021, Bluevine worked exclusively with two preexisting bank partners—Celtic Bank and
Cross River Bank. Bluevine estimated that it had facilitated approximately $2 billion in funds
for at least 20,000 small businesses over its approximately seven-year pre-pandemic history.
Over the course of the PPP, Bluevine assisted in delivering $8.9 billion in PPP funds to over
300,000 small businesses.®®® In other words, during its participation in the PPP, Bluevine
facilitated over four times the amount of funds it had worked with in its entire prior history, for
at least 15 times the total number of businesses it had previously worked with.

As with other PPP facilitators, numerous fraudulent applications passed through
Bluevine’s systems. In one case, Bluevine approved a loan application for $1.9 million in May
2020 for a Florida man who claimed to operate a scrap metal company employing 69 people out
of his home address.®®* The purported business had no internet presence, and the application
included IRS forms that cited identical information concerning the number of employees,
compensation, and federal income tax over four consecutive quarters.®® Another applicant was
initially rejected by Bluevine after submitting falsified bank statements in May 2020, only for
Bluevine to approve a second fraudulent application, for the same business from the same IP
address for $841,000, a week later.%
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generally did not reflect the same rigorous and consistent oversight efforts as Celtic’s emails
with Bluevine. In a briefing with Select Subcommittee staff, Bluevine acknowledged that Celtic
was “more hands on” than Cross River with regard to fraud concerns.®®’ This difference shows
how, without direct oversight of third-party service providers by SBA, even experienced and
regulated lenders varied significantly in their ability and willingness to supervise the agents
responsible for protecting billions in taxpayer dollars from fraud.

Available data indicates that Cross River’s comparatively less hands-on approach to its
partners may have led it to approve somewhat riskier loans than Celtic, again suggesting that
active oversight of the unregulated fintechs may have correlated with reduced fraud risk. The
University of Texas graph shows that nearly 20 percent of Cross River’s loans had at least one
suspicious indicator, as compared to approximately 10 percent of Celtic’s (which was below
average across PPP lenders).®%® Lenders that worked with Blueacorn and Womply who were less
than diligent in monitoring their fintech partners had even higher rates of suspicious loans.®%
The apparent distinction between Celtic’s and Cross River’s results suggest that diligent
oversight processes (or the relative lack thereof) may have materially impacted the quantity of
fraud in the program.

3. Bluevine Struggled to Provide Timely QARs, Underscoring That Oversight Was
Required to Ensure Unregulated Fintechs Complied with Applicable Rules

In order to file required Suspicious Activity Reports (or SARs)—reports that alerted
regulators to fraudulent loans and related patterns—banks relied on Bluevine to investigate
potential fraud associated with Bluevine-processed loans and to provide them with Questionable
Activity Reports (QARS) summarizing the issues identified.”®® Emails and documents reviewed
by the Select Subcommittee show that at least one bank had significant difficulty, throughout the
program, in obtaining timely cooperation from Bluevine on QARs to meet applicable legal
reporting deadlines under the Bank Secrecy Act (i.e., the filing of a SAR no later than 30
calendar days after suspicious activity is first detected’??), an issue that did not improve for much
of the program.”®? This suggests that significant oversight was sometimes required to ensure that
fintechs complied with standard regulations for financial institutions, including regulations
critical to keeping law enforcement informed about fraud patterns.

Celtic’s internal Compliance Committee minutes from early in the PPP flagged that “PPP
Fraud has increased QAR/SAR volumes significantly,” and noted the “Highest concentration [of
SARs] is with Bluevine.”’® In July 2020, Celtic emailed Bluevine’s Compliance and Risk
leadership to reiterate the bank’s need for timely-filed QARs within ten days of confirmed
fraud.”%*

EllLate SARs filed since July 2020

* Delays in reviews from BlueVine; internal operational errors

Figure 11: Item in October 2020 deck for Celtic’s Compliance Committee, noting late filings of Suspicious Activity
Reports to law enforcement, due in part to “[d]elays in reviews by Bluevine. »705
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These delays continued well into 2021. On March 30, 2021, Bluevine’s Vice President
of Compliance wrote to Bluevine’s compliance and risk teams:

[W]e have growing concern about the timeliness and completeness of investigations and
QARs from Bluevine. ... Recently, we have had a lot of back and forth on incomplete
QARs and this is putting us behind on our timeframes [for SAR reporting]. ... We need
to avoid this at all costs because it is a direct violation of law."*®

Message
From 5 < v e o]
on behator [N e ine com> G 5/ evine.co ml
Sent: 3/30/2021 7:50:42 PM
To @celtichank.com]; I ol sevine.corm; I
[ T ) j@bluevine.com]
cc @bluevine.com; I c<iticbank.com];
i T ] ) |@celticbank.com]
Subject: RE: QAR Escalations - Timing and Completeness
i —

Appreciate you reaching out and outlining Bank's concerns around QARs filings.
The gaps here have definitely been a result of the volume of cases, complexities of linked networks, and resource
constraints. However, we are actively trying to solve for this from fixing issues in the QAR template to enhancing internal

trackers for better prioritization and oversight. We are also continuing to add more resources to conduct fraud reviews.

Think it would be helpful to connect over a call and we can give you updates from our side and discuss the plan forward.

| understand that the surge in fraud associated with PPP has strained all of our resources but we
need to prioritize the timeliness and completeness of these reviews.

com>| @bluevine.c
m>; I

we are unable to accurately report suspicious activity within 30 days. We need to avoid this at all
costs because it is direction violation of law

TR T Ty T, T T T T TC ST e ey e ST T Tt
f the activity fraud. If confirmed, BlueVine needs to submit a QAR to us within

that 30 day timeframe. Once we receive you & have 30 days to investigate to determine if the questionable

activity is suspicious, and if it is suspicious, we have 30 days to draft the SAR and file it with FinCEN. This is the 30x30x30

rule that is industry standard.
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| understand that the surge in fraud associated with PPP has strained all of our resources but we need to prioritize the
timeliness and completeness of these reviews. Recently, we have had a lot of back and forth on incomplete QARs and
this is putting us behind on aur timeframes. Some back and forth occur aver the course of several weeks, and therefore
we are unable to accurately report suspicious activity within 30 days. We need to avoid this at all costs because it s a
direct violation of law, which can lead to monetary fines and enforcement action under the worst case scenarios. Below
are a few examples where we are running past the timeframes highlighted above. We da speak with the fraud team
twice a week to get status updates, but we still are still coming up short.

Redacted

CONFIDENTIAL AND PROPRIETARY BV_SSCC_0001028

In response to the pressure from Celtic, Bluevine reallocated resources in 2021, including
by hiring “an additional full-time employee ... to specifically help support PPP fraud
reviews.”’%

Even with heavy oversight by its regulated partner and its apparent success in reducing
fraud rates, the “surge in fraud associated with PPP” appears to have overwhelmed Bluevine,
causing its partners to miss legal reporting requirements designed to help law enforcement
identify, and respond to, fraud in real time. These requirements were even more critical in the
PPP, given the speed at which taxpayer funds were spent and the rapidly evolving strategies of
criminal fraud rings. This example raises concerns about adequate and full reporting of PPP
fraud by other third-party service providers—especially those who lacked experience in filing
SARs—who were facing the same fraud surge but may have had less attentive and experienced

lending partners.
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l. RECOMMENDATIONS

A. SBA’s Office of Inspector General Should, in Addition to Its Ongoing Work
to Assess the Precise Amount of Fraud Committed Against the PPP, Conduct
a Comprehensive Review for Waste, Fraud, and Abuse by Lenders and Their
Service Providers in the PPP.

The Select Subcommittee’s investigation determined that certain lenders and service
providers implemented ineffective identity verification programs while collecting billions of
dollars in taxpayer-funded loan fees, and that certain fintech principals may have abused their
position in the PPP to charge unauthorized fees or to obtain PPP loans for themselves, their
businesses, and their family members. A comprehensive review of lenders and their third-party
service providers will be crucial for lawmakers to better understand what worked and what failed
in the PPP so as to incorporate those lessons into future relief programs. This type of review will
inform decisions by government agencies when selecting private partners for government
programs.

As part of its review, SBA OIG should examine allegations that Blueacorn executive
Stephanie Hockridge charged borrowers fees as part of Blueacorn’s “VIPPP” operation in
violation of SBA policy.’® SBA OIG should also examine lender approvals of PPP loans
awarded to the principals of and businesses owned by Womply and Blueacorn, other businesses
owned by their principals and family members of those principals, and businesses owned by
Blueacorn subcontractor Elev8 Advisors’ principals and their family members. The Select
Subcommittee’s findings make clear that, while SBA OIG previously identified billions of
dollars of PPP funds approved and disbursed to ineligible applicants, taxpayers still do not know
the precise extent of fraud committed against the PPP. Confirming the full scope and nature of
such fraud is vital to determine best practices for ongoing and future SBA programs, and to
reduce future emergency programs’ vulnerability to financial crime.

Based on the findings of its review, SBA OIG should refer any potential criminal
violations to appropriate law enforcement agencies and refer instances of program
noncompliance or ineligible loans to SBA, so that SBA can assess whether to demand repayment
of individual loans, suspend or revoke the privileges of certain lenders and LSPs from
participating in SBA programs,’®® and/or demand that the lenders responsible for approving
preventable, fraudulent loans return PPP processing fees. SBA OIG should also publish its
general findings to improve government agency decision-making about, and public
accountability for, lenders and their subcontractors participating in SBA programs.

B. SBA OIG Should Revisit and Update Its 2015 Examination of the SBA’s
Oversight of Lender Service Providers to Assess Systemic Risks Posed by the
Involvement of Fintechs and Other Underrequlated Entities in SBA
Programs, and SBA Lenders’ Delegation of Major Compliance-Related
Responsibilities to Those Entities.

In light of the conduct uncovered by the Select Subcommittee, SBA OIG should revisit
and update its 2015 audit, summarized in Report Number 15-06, Improvement Is Needed in
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SBA’s Oversight of Lender Service Providers.”® The Select Subcommittee’s investigation
identified multiple instances of lenders delegating fraud prevention and eligibility verification
controls, nearly in full, to third parties not overseen by SBA, while failing to responsibly
“exercise day-to-day responsibility for evaluating, processing, closing, disbursing, servicing,
liquidating, and litigating its SBA portfolio” as contemplated by SBA’s Standard Operating
Procedures.”*! These concerns were enhanced by the involvement of fintechs, which used
automation to dramatically increase the number of PPP loans being processed for such lenders.

SBA OIG’s updated review should examine systemic risks posed by (1) the involvement
of fintechs and similarly underregulated entities in SBA programs, and (2) the current framework
for SBA lenders’ participation in the 7(a) program, which permits SBA lenders to delegate major
compliance-related responsibilities to third parties (whether or not categorized as LSPs) that are
not overseen by SBA. The Select Subcommittee’s findings also suggest the oversight
mechanisms previously examined by SBA OIG—including tracking LSPs, approving LSP
contracts, and responding to referrals of potential policy violations by LSPs and lenders—are
insufficient to protect taxpayers, particularly as applied to very prolific third-party service
providers and those responsible for compliance controls. OIG should provide any further
recommendations to facilitate ongoing, proactive SBA oversight of third-party service providers
(and/or oversight of the efforts of SBA lenders to supervise them) that may be warranted in light
of their performance in the PPP. OIG should also publish its findings to inform potential future
programs, legislation, or SBA rules.”*?

C. SBA and SBA OIG Should Investigate the Retention and Use of PPP
Applicant Data by Lenders, Fintechs, and Other Third Parties That
Obtained PPP Applicant Data on Behalf of Lenders.

The Select Subcommittee found that at least one fintech, Womply, likely retained and
transferred PPP applicant data to a new company operated by Womply’s leadership, Solo Global,
Inc., after the conclusion of the PPP, apparently for future commercial use. This practice may
not have been limited to Womply. In light of this finding, SBA OIG should investigate the
retention and use of PPP applicant data by lenders, fintechs, and other third-parties that obtained
PPP applicant data for consistency with applicable rules and statutes, such as the Privacy Act of
1974.73 As approximately 5,500 private sector entities including banks, credit unions, fintechs,
and community-based financial institutions participated in originating, underwriting, and
servicing PPP loans, the SBA must have clear guidance in place on what those private companies
can do with the borrower data they collected as part of facilitating those loans. SBA should
consider any recommendations that may be warranted to protect the data and privacy of
American citizens who must provide their information to private companies in order to
participate in government relief programs.
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D. SBA Should Promptly Issue and Enforce Guidelines That Clarify the
Responsibilities of Lenders and Their Service Providers, Particularly in
Regard to Underwriting, Fraud Screening, and Suspicious Activity

Reporting.

The Select Subcommittee’s investigation identified multiple instances of lenders
delegating fraud prevention and eligibility verification controls, nearly in full, to third parties not
overseen by SBA, while failing to responsibly “exercise[] day-to-day responsibility for
evaluating, processing, closing, disbursing, servicing, liquidating, and litigating its SBA
portfolio” as contemplated by SBA’s Standard Operating Procedures.’”** The Select
Subcommittee found no public record of actions being taken against PPP lenders for insufficient
due diligence into or oversight of the LSPs and agents that approved significant numbers of
fraudulent applications. SBA guidelines should more clearly require participating financial
institutions to thoroughly and continuously vet third-party service providers—including
fintechs—that perform underwriting, conduct eligibility verification checks, and screen for fraud
to ensure that their experience, operational capacities, and integrity are aligned with program
requirements. Compliance with such rules should be monitored and enforced by SBA to
encourage more stringent oversight of LSPs and agents—including fintechs—by lenders and to
ensure that only appropriately resourced LSPs and agents participate in federal programs.

The Select Subcommittee determined that Womply categorized itself as a technological
service provider, potentially to avoid rules or guidance that would apply to LSPs and agents,
despite performing services that were similar or identical to those traditionally performed by
LSPs, as described by SBA. SBA should clarify the categories of third-party service providers
as needed to prevent private companies from avoiding oversight or compliance with
requirements specific to LSPs and agents, and should conduct oversight of lenders participating
in SBA programs to confirm that existing categories are being appropriately applied by their
third-party contractors.

E. Any Plans by the SBA to Again Open 7(a) Participation to Fintechs and
Other Unregulated, Non-Depository Institutions Must Be Accompanied by a
Well-Defined, More Rigorous, and Better-Resourced Initial Review Process,
and Such Entities Should Be Subject to Continuous Monitoring to Confirm
Their Adherence to SBA Rules and Industry Best Practices.

The Select Subcommittee’s investigation found that some of the fintechs that participated
in the PPP and took significant responsibility for its fraud controls lacked experience, resources,
established policies and procedures for escalating and mitigating fraud, or good governance
programs. For example, Blueacorn and its consultant Elev8 Advisors processed PPP loans
without first implementing a functioning structure to facilitate effective eligibility screening and
fraud detection, with the result that reviewers reported approving loans they suspected or knew
to be fraudulent.

The SBA’s 7(a) program requires private sector companies to act in a position of public

trust to administer federal programs. The Select Subcommittee’s findings indicate that new
entrants—including companies acting in a service provider or agent capacity that involves
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stewardship of taxpayer funds—should be thoroughly reviewed to ensure that they have
appropriate conflict-of-interest policies and procedures, well-developed mechanisms to identify
and report fraud to law enforcement, management with appropriate qualifications and a history
of business integrity, an adequately developed governance structure, and sufficient capitalization
and capabilities to achieve satisfactory performance. In addition, SBA should conduct ongoing
monitoring of lenders and (whether directly or by requiring information from lending partners)
of third-party service providers for unlawful or unethical conduct and compliance with SBA
rules. Any entities found to engage in unlawful or unethical conduct should be disqualified from
participation in SBA programs.

F. The SBA Should Consider Suspending or Revoking the Privileges of Any
Participant Found to Have Participated in Unlawful or Unethical Conduct
While Participating in the PPP.

SBA should suspend or revoke the privilege of any lender or third-party service provider
(however categorized and including successor companies) found to have engaged in unlawful or
unethical conduct to participate in 7(a) programs, consistent with 13 CFR § 103.3, 13 CFR §
120.1500, or other applicable rules. The unethical conduct of Blueacorn, Womply, their current
and former owners and leaderships, and their successor companies raise concerns about their
involvement in 7(a) programs or any future relief programs. SBA should also consider whether
the lenders that relied on these fintechs conducted adequate due diligence and oversight of their
service providers to merit suspension or revocation of their privileges to conduct business with
SBA.

G. In Any Future Emergency Financial Assistance Programs That Prioritize
Speed of Loan Issuance, the SBA Must Conduct Aggressive and Large-Scale
Reviews of Loans Prior to Their Forgiveness to Detect Fraudulent and
Ineligible Loans.

Despite widespread reports of fraud in PPP loans, the SBA forgave many loans before
reviewing them for eligibility and fraud. SBA OIG has previously “expressed concerns
regarding the impact this change will have on SBA’s ability to recover funds for forgiven loans
later determined to be ineligible.”’*® In any future relief programs involving forgivable loans,
the SBA must ensure that loans are fully reviewed for eligibility and fraud before granting
forgiveness so that taxpayer dollars are safeguarded and fraudulent loans are identified for
prosecution.

H. The SBA OIG Should Investigate Suspicious Loans to Fintech Executives,
Their Families, and Associates as Identified in the Select Subcommittee’s

Report.

The Select Subcommittee also uncovered significant evidence that the owners of
Blueacorn and Blueacorn’s primary financial crime consultant, Elev8 Advisors, may have
committed PPP fraud themselves while working on the eligibility verification and anti-fraud
aspects of the program. The SBA OIG should investigate the potentially fraudulent loans
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applied for and awarded to Ms. Hockridge, Mr. Reis, the Spencers, and family members of the
Spencers and refer them to law enforcement if appropriate.

l. The Department of Justice Should Continue to Aggressively Prosecute PPP
Fraud, with an Increased Focus on Fraud Committed by Individuals in
Positions of Trust and Authority Related to the Program, Such as Lenders,
LSPs, and Other Agents.

The PPP heavily relied on private companies to facilitate the program, and their failures
to be good stewards significantly harmed taxpayers. To the extent that these companies or
individuals affiliated with these companies themselves committed, aided, or encouraged PPP
fraud, they should be prosecuted to the fullest extent of the law to discourage future abuse of
government programs.

Such investigations and prosecutions should include, but not be limited to, the potentially
criminal conduct detailed in this report. The Select Subcommittee’s investigation identified not
only cases where fintech principals may have committed PPP fraud, but instances where fintech
principals, executives, or managers acknowledged that they were aware of a risk of fraud in the
loans that they were approving, but directed that employees continue to approve such loans.

DOJ should therefore also investigate whether these fintechs or their employees and principals
knowingly made, or caused to be made or used, false statements in connection with PPP
applications that they submitted or processed, in violation of the False Claims Act.”*

J. Congress Should Continue to Fund and Support Community Lenders—
Including Community Development Financial Institutions (CDFIs), Minority
Depository Institutions (MDIs), and Others—So That They Can Increase
Their Capacity to Directly Serve Underserved Communities and Small
Businesses While Performing Intensive Oversight of Any Firms That They
Hire to Perform Important Services on Their Behalf.

The Select Subcommittee’s investigation identified several instances in which CDFIs,
overwhelmed by the needs of customers that were underserved by the traditional banking system,
delegated their responsibilities heavily to fintech firms. These institutions sometimes lacked the
resources and experience to oversee those fintechs, leaving their loans vulnerable to fraud. At
the same time, CDFIs and similar community lenders were essential to dramatically increasing
the reach of the PPP to customers that otherwise lacked access to credit, including many of the
small businesses and underserved markets that the PPP was designed to support. In order for
community lenders to effectively participate in future government programs (and to more
generally improve equitable access to credit across the nation), they must be supported with
adequate resources to participate effectively.
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K. Congress Should Consider Additional Federal Regulations for Non-
Bank/Non-Depository Fintechs Considering Their Increasing Role in the
Financial Industry, Including Clearer Standards on Financial Crime
Responsibilities.

Fintechs are claiming an increasingly large role in the financial industry, from providing
application portals to borrowers as they did in the PPP, to housing encrypted transactions on
complex networks. Although fintechs often behave like banks and traditional depository
institutions, they are not subject to banking regulations such as the Bank Secrecy Act, which
would require them to implement certain processes and structures to ensure the safety and
soundness of their operations. The Select Subcommittee’s findings suggest that fintechs
subjected to these requirements via their lending partners, such as Bluevine under the oversight
of Celtic Bank, were more successful at adapting to fraud risks than those that did not. As the
fintech industry grows and develops, Congress must thoughtfully regulate the industry to better
protect consumers and prevent financial crime.
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billion in PPP loans in 2021. Small Business Administration, Paycheck Protection Program (PPP) Report —
Approvals Through 5/31/2021 (May 31, 2021) (https://sba.gov/sites/default/files/2021-
06/PPP_Report_Public_210531-508.pdf).

410 Plaintiff’s First Amended Complaint, Oto Analytics, Inc. d/b/a Womply v. Capital Plus Financial, LLC,
Crossroads Systems, Inc., Eric Donnelly, BA Fin Orion, LLC d/b/a Blueacorn, and Barry Calhoun, No. 3:21-cv-
02636-B (N.D. Tex. Dec. 23, 2021).

411 _etter from Harvest Small Business Finance, LLC to Chairman James E. Clyburn, Select Subcommittee
on the Coronavirus Crisis (Aug. 2, 2022).
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412 Call between Adam Seery, Chief Operating Officer, Harvest Small Business Finance, LLC, and Staff,
Select Subcommittee on the Coronavirus Crisis (Apr. 4, 2022).

413 Call between Staff, Fountainhead Commercial Capital and Majority Staff, Select Subcommittee on the
Coronavirus Crisis (May 2, 2022).

414 |_etter from Benworth Capital Partners, LLC to Chairman James E. Clyburn, Select Subcommittee on
the Coronavirus Crisis (Aug. 5, 2022).
415 |d

416 Id

417 Id

418 See, e.9., PPP Loan Referral Agreement between Oto Analytics, Inc. d/b/a Womply and Fountainhead
SBF (Feb. 9, 2021) (House_Select_000003690-94); Amended and Restated PPP Loan Referral Agreement between
Oto Analytics, Inc. d/b/a Womply and Harvest Small Business Finance, LLC (Apr. 21, 2021)
(House_Select_000003780-84); House_Select_000003769; Agent Agreement between Benworth Capital Partners,
LLC and Oto Analytics, Inc. (Feb. 2021) (House_Select_000003577-97); Womply Developer Order Form between
Oto Analytics, Inc. d/b/a Womply and Benworth Capital Partners, LLC (Apr. 14, 2021) (House_Select 000003604-
06); Womply Developer Order Form between Oto Analytics, Inc. d/b/a Womply and Harvest Small Business
Finance, LLC (Apr. 21, 2021) (House_Select_000003786-89); Letter from Benworth Capital Partners, LLC to
Chairman James E. Clyburn, Select Subcommittee on the Coronavirus Crisis (Nov. 21, 2022).

419 etter from Womply, Inc. to Chairman James E. Clyburn, Select Subcommittee on the Coronavirus
Crisis (Apr. 14, 2022).

420 Id.
421 Womply Developer Order Form between Oto Analytics, Inc. d/b/a Womply and Benworth Capital
Partners, LLC (Apr. 14, 2021) (House_Select_000003604-06); Womply Developer Order Form between Oto

Analytics, Inc. d/b/a Womply and Harvest Small Business Finance, LLC (Apr. 21, 2021)
(House_Select_000003786-89).

422 Call between Fountainhead Commercial Capital, and Majority Staff, Select Subcommittee on the
Coronavirus Crisis Conversation (May 2, 2022).

423 Id

424 Email from Metta Smith, Chief Lending and Client Experience Officer, DreamSpring, to Connie
Spencer-Adams, Vice President of Partnerships, Womply, Inc. (Mar. 20, 2021) (House_Select_000013707-08).

425 Email from Francisco Lopez, Chief Operations and Innovation Officer, DreamSpring, to Cory Cappocia
and Connie Spencer-Adams, Womply, Inc. (Mar. 30, 2021) (House_Select_000013734-35).

426 Id

427 Id

428 Email from Francisco Lopez, Chief Operations and Innovation Officer, DreamSpring, to Cory Capoccia,
Womply, Inc. (Mar. 31, 2021) (House_Select_000013734-35).

429 Email from Cory Capoccia, Womply, Inc., to Connie Spencer-Adams, Womply, Inc. (Apr. 13, 2021)
(House_Select_000013897-907).

430 Email from Francisco Lopez, Chief Operations and Innovation Officer, DreamSpring, to Cory Capoccia,
Womply, Inc. (Apr. 13, 2021) (House_Select_000013897-907).

431 Id

432 Id
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433 Email from Everett K. Sands, Chief Executive Officer, Lendistry, to Adam Seery, Harvest Small
Business Finance, LLC, and Toby Scammell, Womply, Inc. (June 8, 2021) (House_Select_000013805).

434 Email from Adam Seery, Harvest Small Business Finance, LLC, to Everett K. Sands, Chief Executive
Officer, Lendistry (June 8, 2021) (House_Select_000013805).

435 Emails Between Toby Scammell, Founder and Chief Executive Officer, Womply, Inc., to Cory
Capoccia, Womply, Inc, and Bernie Navarro, Benworth Capital Partners, LLC (Apr. 8, 2021 — May 10, 2021)
(BWSSCCResp0000034-52).

436 Email from Bernie Navarro, Benworth Capital Partners, LLC, to Toby Scammell, Womply, Inc. (May
10, 2021) (BWSSCCResp0000034-52).
437 |d

438 Id

43% Email from Bernie Navarro, Benworth Capital Partners, LLC, Toby Scammell, Womply, Inc. (May 7,
2021) (BWSSCCResp0000034-52).

440 Id

441 Id

442 Email from Bernie Navarro, Benworth Capital Partners, LLC, to Toby Scammell, Womply, Inc. (May
10, 2021) (BWSSCCResp0000034-52).

443 Email from Bernie Navarro, Benworth Capital Partners, LLC, to Toby Scammell, Womply, Inc. (May 7,
2021) (BWSSCCResp0000034-52).

444 Email from Toby Scammell, Founder and Chief Executive Officer, Womply, Inc., to Bernie Navarro,
Benworth Capital Partners, LLC (Apr. 8, 2021) (BWSelect SubcommitteeResp0000034-52).

445 Id

446 Email from Toby Scammell, Founder and Chief Executive Officer, Womply, Inc., to Bernie Navarro,
Benworth Capital Partners, LLC (Apr. 8, 2021) (BWSelect SubcommitteeResp0000034-52). This warning email
was widely mocked on PPP applicant internet message boards. Reddit, r/EIDLPPP (online at
https://reddit.com/r/EIDLPPP/comments/n44i19/this_is_whats_going_on_theyre being_investigated/?utm_source=s
hare&utm_medium=web2x&context=3) (accessed Nov. 17, 2022); Reddit, r/EIDLPPP (online at
https://reddit.com/r/EIDLPPP/comments/n2h2ka/womply_email/?utm_source=share&utm_medium=web2x&contex
t=3) (accessed Nov. 17, 2022).

447 Email from Bernie Navarro, Benworth Capital Partners, LLC, to Toby Scammell, Womply, Inc. (May
10, 2021) (BWSSCCResp0000034-52).

448 Id

449 _etter from Benworth Capital Partners, LLC to Chairman James E. Clyburn, Select Subcommittee on
the Coronavirus Crisis (Aug. 5, 2022).

450 Id
451 |d

452 Email from Bernie Navarro, Benworth Capital Partners, LLC, to Toby Scammell, Womply, Inc. (May 7,
2021) (BWSSCCResp0000034-52).

453 13 C.F.R. § 103.4(f) (2022) states: “Engaging in any conduct indicating a lack of business integrity or
business honesty, including debarment, criminal conviction, or civil judgment within the last seven years for fraud,
embezzlement, theft, forgery, bribery, falsification or destruction of records, false statements, conspiracy, receiving
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stolen property, false claims, or obstruction of justice” is good cause for suspension or revocation of the privilege to
conduct business with the SBA.

454 Opinion of the Commission, In the Matter of Toby G. Scammell, No. 3-15271 (S.E.C. Oct. 29, 2014).

455 | etter from Oto Analytics, Inc., d/b/fa Womply, to Chairman James E. Clyburn, Select Subcommittee on
the Coronavirus Crisis (Apr. 14, 2022).

4% Federal Bureau of Investigations, Bay Area Man Sentenced to Federal Prison for Insider Trading in the
Walt Disney Company’s Acquisition of Marvel Entertainment in August 2009 (Aug. 7, 2014) (online at
https://fbi.gov/contact-us/field-offices/losangeles/news/press-releases/bay-area-man-sentenced-to-federal-prison-for-
insider-trading-in-the-walt-disney-companys-acquisition-of-marvel-entertainment-in-august-2009).

457 Securities and Exchange Commission, SEC Charges Former Investment Fund Associate with Insider
Trading (Aug. 11, 2011) (online at https://sec.gov/litigation/litreleases/2011/Ir22066.htm).

%8 Judgement of Permanent Injunction and Other Relief as to Defendant Toby G. Scammell, Securities and
Exchange Commission v. Toby G. Scammell, No. 2:11-cv-6597 (C.D. Cal. June 15, 2012).

459 Opinion of the Commission, In the Matter of Toby G. Scammell, No. 3-15271 (S.E.C. Oct. 29, 2014);
San Francisco Man Gets Jail for Insider Trading, Associated Press (Aug. 7, 2014) (online at
https://apnews.com/article/a684fc4c3532487588dd9e39c5ee6aab); Bureau of Prison, Find an Inmate — Bureau of
Prison Register Number 67087-112 (online at www.bop.gov/mobile/find_inmate/byname.jsp#inmate_results)
(accessed Nov. 18, 2022) (According to the Bureau of Prisons website, Toby G Scammell (Bureau of Prison
Register Number: 67087-112) was released from federal prison on December 18, 2014).

460 Opinion of the Commission, In the Matter of Toby G. Scammell, No. 3-15271 (S.E.C. Oct. 29, 2014).

461 |d. (indicating that the start-up company that Scammell was now involved in was Womply).

462 Division of Enforcement’s Memorandum of Points and Authorities in Opposition to Respondent’s

Motion for Summary Disposition, In the Matter of Toby G. Scammell, No. 3-15271 (S.E.C. Aug. 5, 2013). Stating
that Scammell's assertions regarding his financial condition at the time of the insider trading were false; Scammell's
purported explanations for his interest in Marvel were contradicted by the evidence; and Scammell's arguments
regarding the timing of his girlfriend's work on the Marvel acquisition were misleading, among other falsehoods.

463 Division of Enforcement’s Memorandum of Points and Authorities in Opposition to Respondent’s
Motion for Summary Disposition, In the Matter of Toby G. Scammell, No. 3-15271 (S.E.C. Aug. 5, 2013).

464 Id

465 Id

46 13 C.F.R. § 103.4(f) (2022).

467 Emails between Michael Bland, Chief Operating Officer, Fountainhead Small Business Finance, and
Staff, Staff, Small Business Administration, Office of Inspector General (June 7, 2021) (House_Select_000006059-
65).

468 Email from Toby Scammell, Womply, Inc., to Michael Bland, Fountainhead Commercial Capital (June
10, 2021) (House_Select_000006066-69).

469 Email from Staff, Small Business Administration, Office of Inspector General, to Michael Bland,
Fountainhead Commercial Capital, (June 7, 2021) (House_Select 000006059-65); Email from Toby Scammell,
Womply, Inc., to Staff, Small Business Administration, Office of Inspector General (May 24, 2021)
(House_Select_000007380-83). In another incident, Benworth required data from Womply to aid the SBA OIG in
an investigation and Womply again resisted providing the information to Benworth. In correspondence to the SBA
OIG, Toby Scammell wrote that, “We provide certain data to lenders already, and in general if additional info is
requested beyond that (especially if research services are needed) then we need to receive a request from the
government to obtain that info.” In response, a counsel with the SBA emphasized to Womply that the fintech was
required to provide information directly to the lenders and wrote, “The information on borrowers, IP addresses and
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documentation--while gathered and apparently retained by Womply- belongs to the lenders. Lenders bear the
primary responsibility for cooperating with SBA and meeting their BSA/AML requirements, including establishing
risk parameters and profiles that will identify fraud. This would include conducting active searches of IP addresses
to identify fraudulent activity. Thus, | recommend that all requests for information under 13 CFR 120.197 be made
directly to the lenders vs. Womply. Lenders should be directing Womply to gather this information.”

470 Email from Michael Bland, Fountainhead Commercial Capital, to Toby Scammell, Cory Capoccia, and
Connie Spencer-Adams, Womply, Inc. (June 10, 2021) (House_Select_000006066-69).

471 Email from Toby Scammell, Womply, Inc., to Michael Bland, Fountainhead Commercial Capital (June
10, 2021) (House_Select_000006066-69).

472 Id

473 Id

474 Email from Michael Bland, Fountainhead Commercial Capital, to Toby Scammell, Womply, Inc. (June
11, 2021) (House_Select_000006066-69).

475 Email from Michael Bland, Fountainhead Commercial Capital, to Staff, Small Business Administration
(June 16, 2021) (House_Select_000006750-51).

476 Email from Staff, Small Business Administration, to Toby Scammell, Womply, Inc. (June 16, 2021)
(House_Select_000006750-51).

477 Id

478 Call between Staff, Fountainhead Commercial Capital, and Majority Staff, Select Subcommittee on the
Coronavirus Crisis (May 2, 2022).

479 Id

480 Email from Staff, Small Business Administration, Office of Inspector General, to Bernie Navarro,
Benworth Capital Partners, LLC (Apr. 27, 2021) (House_Select_000008800-03).

481 Email from Bernie Navarro, Benworth Capital Partners, LLC, to Staff, Small Business Administration,
Office of Inspector General (Apr. 27, 2021) (House_Select_000008800-03).

482 Email from Staff, Small Business Administration, Office of Inspector General, to Connie Spencer-
Adams, Womply, Inc. (May 17, 2021) (House_Select_000008800-03).

483 Email from Chief Compliance Officer, Benworth Capital Partners, LLC, to Staff, Small Business
Administration, Office of Inspector General (May 21, 2021) (House_Select 000007444-46).

484 Email from Staff, Small Business Administration, Office of Inspector General, to Toby Scammell,
Founder and Chief Executive Officer, Womply, Inc. (May 24, 2021) (House_Select_000007444-46).

485 Email from Counsel, Womply, Inc., to Staff, Small Business Administration (June 17, 2021)
(House_Select_000006754-62).

486 |_etter from Staff, Small Business Administration, to Toby Scammell, Founder and Chief Executive
Officer, Womply, Inc. (June 11, 2021) (House_Select_000006717-18).

487 Id
488 Id

489 Id

4% Call between Adam Seery, Chief Operating Officer, Harvest Small Business Finance, LLC, and Staff,
Select Subcommittee on the Coronavirus Crisis (Apr. 4, 2022).

491 13 C.F.R. § 103.4(d) (2022) states that unlawful or unethical activity. which is good cause for
suspension or revocation of the privilege to conduct business with the SBA.. includes: “Implying or stating that the
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work to be performed for an Applicant will include use of political or other special influence with SBA. Examples
include indicating that the entity is affiliated with or paid, endorsed or employed by SBA, advertising using the
words Small Business Administration or SBA in a manner that implies SBA’s endorsement or sponsorship, use of
SBA’s seal or symbol...”.

492 | etter from Harvest Small Business Finance, LLC to Chairman James E. Clyburn, Select Subcommittee
on the Coronavirus Crisis (Aug. 2, 2022).
493 |d

4% Facebook, Womply (Jan. 26, 2021) (House_Select_000011862); Facebook, Womply
(House_Select_000009813).

4% Text Message from Toby Scammell, Founder and Chief Executive Officer, Womply, Inc., to William
Briggs (Jan. 15, 2021) (House_Select 000009270).

4% Call between Staff, Small Business Administration, Office of Inspector General, and Staff, Select
Subcommittee on the Coronavirus Crisis (Apr. 13, 2022).
497 Id.

498 Id

499 Id

500 Call between Staff, Small Business Administration, Office of Inspector General, and Majority Staff,
Select Subcommittee on the Coronavirus Crisis (May 5, 2022).

501 Id

502 Call between Staff, Small Business Administration, and Staff, Select Subcommittee on the Coronavirus
Crisis (June 9, 2022).

503 |_etter from Oto Analytics, Inc., d/b/a Womply to Chairman James E. Clyburn, Select Subcommittee on
the Coronavirus Crisis (May 20, 2022). Womply is currently expending significant resource as part of a legal battle
against Blueacorn and Capital Plus to secure for itself $75 million more taxpayer dollars related to the PPP program.
Plaintiff’s First Amended Complaint, Oto Analytics, Inc. d/b/a Womply v. Capital Plus Financial, LLC, Crossroads
Systems, Inc., Eric Donnelly, BA Fin Orion, LLC d/b/a Blueacorn, and Barry Calhoun, No. 3:21-cv-02636-B (N.D.
Tex. Dec. 23, 2021).

504 etter from Oto Analytics, Inc., d/b/a Womply to Chairman James E. Clyburn, Select Subcommittee on
the Coronavirus Crisis (May 20, 2022).
505 |d

508 Excerpt from IRS e-file Signature Authorization for Form 1120 for Oto Analytics, Inc. (Oct. 10, 2019)
(HARVEST_SSCC_000008).

507 ProPublica — Tracking PPP, Oto Analytics, Inc. (Apr. 13, 2020) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/oto-analytics-inc-5187557106); Promissory Note for Oto
Analytics, Inc., d/b/a Womply Loan (Apr. 24, 2020) (HARVEST_SSCC_002472-80) (Note for PPP loan in the
amount of $3,103,440, signed by Toby Scammell and dated April 24, 2020, with accompanying payment
instructions to Oto Analytics.); ProPublica — Tracking PPP, Oto Analytics, Inc. (Feb. 7, 2021) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/oto-analytics-inc-4959988403).

508 paycheck Protection Program Borrower Application Form for Oto Analytics, Inc. (Apr. 6, 2020)
(HARVEST_SSCC_000001-04).

50% ProPublica — Tracking PPP, Oto Analytics, Inc. (Apr. 13, 2020) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/oto-analytics-inc-5187557106); ProPublica — Tracking
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PPP, Oto Analytics, Inc. (Feb. 7, 2021) (online at https://projects.propublica.org/coronavirus/bailouts/loans/oto-
analytics-inc-4959988403).

510 Email from Toby Scammell, Chief Executive Officer, Womply, Inc., to Jeremy Osaki, Senior Vice
President, Adam Seery, Chief Operating Officer, Harvest Small Business Finance, LLC (May 12, 2020)
(HARVEST_SSCC_002465-68) (Scammell emailing Adam Seery and other Harvest executives about the loan
application); Email from Jeremy Osaki, Senior Vice President, Harvest Small Business Finance, LLC, to Toby
Scammell, Chief Executive Officer, Womply, Inc. (Apr. 23, 2020) (HARVEST_SSCC_002471); Email from Cory
Capoccia, President, Womply, Inc., to Staff, Harvest Small Business Finance, LLC (Feb. 11, 2021)
(HARVEST_SSCC_002508-20) (Mr. Capoccia was notified that Womply’s PPP loan was approved and he
responded, “Great news.”) Email from Toby Scammell, Chief Executive Officer, Womply, Inc., to Jeremy Osaki,
Senior Vice President, Adam Seery, Chief Operating Officer, Harvest Small Business Finance, LLC (May 13, 2020)
(HARVEST_SSCC_002525-28).

511 SBA to Drop Its Review of PPP Loans of $2 Million and Above, Inc. Magazine (July 9, 2021) (online
at https://inc.com/diana-ransom/small-business-administration-ppp-loan-necessity-questionnaire.html); Department
of the Treasury, Paycheck Protection Program Loans Frequently Asked Questions (FAQs) (July 29, 2021) (online at
https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Frequently-Asked-Questions.pdf).

512 paycheck Protection Program PPP Loan Forgiveness Application Form for Oto Analytics, Inc. (Aug. 19,
2021) (HARVEST_SSCC_001293-95); Email from Brian Sheffield, Senior Assistant Controller, Womply, Inc, to
Staff, Harvest Small Business Finance, LLC (Aug. 23, 2021) (HARVEST_SSCC_002410-22); Email from Brian
Sheffield, Senior Assistant Controller, Womply, Inc., to Staff, Harvest Small Business Finance, LLC (Aug. 24,
2021) (HARVEST_SSCC_002423-34).

513 paycheck Protection Program PPP Loan Forgiveness Application Form for Oto Analytics, Inc. (Sept. 10,
2021) (HARVEST_SSCC_001657-59).

514 Letter from Small Business Administration, Office of Capital Access, to Staff, Harvest Small Business
Finance, LLC Regarding SBA Loan No. 4959988403 (Sept. 1, 2022); Letter from Small Business Administration,
Office of Capital Access, to Staff, Harvest Small Business Finance, LLC Regarding SBA Loan No. 5187557106
(Sept. 1, 2022).

515 etter from Small Business Administration, Office of Capital Access, to Staff, Harvest Small Business
Finance, LLC Regarding SBA Loan No. 4959988403 (Sept. 1, 2022); Letter from Small Business Administration,
Office of Capital Access, to Staff, Harvest Small Business Finance, LLC Regarding SBA Loan No. 5187557106
(Sept. 1, 2022).

516 _etter from Small Business Administration, Office of Capital Access, to Staff, Harvest Small Business
Finance, LLC Regarding SBA Loan No. 5187557106 (Sept. 1, 2022).

517 etter from Small Business Administration, Office of Capital Access, to Staff, Harvest Small Business
Finance, LLC Regarding SBA Loan No. 4959988403 (Sept. 1, 2022); Letter from Small Business Administration,
Office of Capital Access, to Staff, Harvest Small Business Finance, LLC Regarding SBA Loan No. 5187557106
(Sept. 1, 2022).

518 _etter from Small Business Administration, Office of Capital Access, to Staff, Harvest Small Business
Finance, LLC Regarding SBA Loan No. 4959988403 (Sept. 1, 2022); Letter from Small Business Administration,
Office of Capital Access, to Staff, Harvest Small Business Finance, LLC Regarding SBA Loan No. 5187557106
(Sept. 1, 2022).

519 ProPublica — Tracking PPP, Oto Analytics, Inc. (Apr. 13, 2020) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/oto-analytics-inc-5187557106); ProPublica — Tracking
PPP, Oto Analytics, Inc. (Feb. 7, 2021) (online at https://projects.propublica.org/coronavirus/bailouts/loans/oto-
analytics-inc-4959988403); ProPublica — Tracking PPP, Chasm LLC (May 6, 2020) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/chasm-llc-2717287407); ProPublica — Tracking PPP, Cory
Capoccia (March 20, 2021) (online at https://projects.propublica.org/coronavirus/bailouts/loans/cory-capoccia-
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5769978600); ProPublica — Tracking PPP, Cory Capoccia (April 16, 2021) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/cory-capoccia-4874638807).

520 | etter from Oto Analytics, Inc., d/b/a Womply to Chairman James E. Clyburn, Select Subcommittee on
the Coronavirus Crisis (May 20, 2022).

%21 The ownership shares provided by Womply to the SBA as part of their PPP applications differ from the
ownership shares provided by Womply to the Select Subcommittee. Womply would not tell the Select
Subcommittee the identity of their shareholders and only provided anonymized data. Nonetheless, Womply stated
that “Shareholder 1” owned 16.47% of the company. The Select Subcommittee staff assesses that Shareholder 1 is
most likely Mr. Scammell, who in his company’s PPP application claims to own 18% of Womply. Womply
identified the second largest shareholder, “Shareholder 2,” as holding 9.5% of the company. The Select
Subcommittee staff assesses that Shareholder 2 is likely Mr. Capoccia since Mr. Capoccia listed himself as the
second largest shareholder in Womply’s PPP application documents. The Select Subcommittee used the ownership
percentages reported by Womply to the SBA in their PPP applications when estimating the amount that Scammell
and Mr. Capoccia stood to personally gain in profits from the PPP. Paycheck Protection Program Second Draw
Borrower Application Form for Oto Analytics (Jan. 18, 2021) (HARVEST_SSCC_002486-91); Letter from Oto
Analytics, Inc., d/b/a Womply to Chairman James E. Clyburn, Select Subcommittee on the Coronavirus Crisis (May
20, 2022); Email from Staff, Harvest Small Business Finance, LLC, to Thom Keyes, Director of Finance, Womply,
Inc. (Jan. 17, 2021) (HARVEST_SSCC_002481-85) (Email from Harvest to Womply confirming that Scammell
owned 18% of the company).

522 ProPublica — Tracking PPP, Chasm LLC (May 6, 2020) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/chasm-llc-2717287407).

523 Cory Capoccia Loan Support Documents (Fountainhead_SSCC_01-12); ProPublica - Tracking PPP,
Cory Capoccia (Mar. 20, 2021) (online at https://projects.propublica.org/coronavirus/bailouts/loans/cory-capoccia-
5769978600); ProPublica - Tracking PPP, Cory Capoccia (Apr. 16, 2021) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/cory-capoccia-4874638807).

524 Letter from Womply, Inc, to Chairman James E. Clyburn, Select Subcommittee on the Coronavirus
Crisis (Jan. 14, 2022); ProPublica — Tracking PPP, Chasm LLC (May 6, 2020) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/chasm-1lc-2717287407).

525 Cory Capoccia Loan Support Documents (Fountainhead SSCC_01-12); ProPublica - Tracking PPP,
Cory Capoccia (Mar. 20, 2021) (online at https://projects.propublica.org/coronavirus/bailouts/loans/cory-capoccia-
5769978600); ProPublica - Tracking PPP, Cory Capoccia (Apr. 16, 2021) (online at
https://projects.propublica.org/coronavirus/bailouts/loans/cory-capoccia-4874638807); Letter from Womply, Inc, to
Chairman James E. Clyburn, Select Subcommittee on the Coronavirus Crisis (Jan. 14, 2022).

526 |_etter from Chairman James E. Clyburn, Select Subcommittee on the Coronavirus Crisis, to Mr. Toby
Scammell, Womply, Inc (June 27, 2022); Letter from Chairman James E. Clyburn, Select Subcommittee on the
Coronavirus Crisis, to Mr. Cory Capoccia, Womply, Inc (June 27, 2022).

527 Email from Counsel, Womply, Inc., to Majority Staff, Select Subcommittee on the Coronavirus Crisis
(July 6, 2022) (“During our call, we also shared that our client would be unavailable on that date because he would
be in Europe. From July 10 — July 20, he is hosting an in-person summit — an event that has been planned for a year.
He will be staying in Europe beyond that time to continue working on a product launch that is scheduled for August
and to visit family.”).

528 Solo Global, Inc., About (online at https://solo.co/about/) (accessed Nov. 17, 2022).

529 1d.; Open Corporates, Solo Global, Inc. (online
at https://opencorporates.com/companies/us_nv/E21220962022-2) (accessed Nov. 23, 2022).

530 Womply, Inc., Privacy Policy (May 20, 2022) (online at https://www.womply.com/legal/privacy/).
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531 Email from Toby Scammell, Chief Executive Officer, Womply, Inc., to Staff, Small Business
Administration, Office of Inspector General (Apr. 26, 2021) (House_Select_000000234-38).

532 Womply, Inc., Privacy Policy (May 20, 2022) (online at https://womply.com/legal/privacy/).

53 5 U.S.C. § 552a; Department of Justice, Office of Privacy and Civil Liberties, Overview of the Privacy
Act of 1974: 2020 Edition (Oct. 12, 2022) (online at https://justice.gov/opcl/overview-privacy-act-1974-2020-
edition) (summarizing protections); Small Business Administration, Privacy Act (online at www.sbha.gov/about-
sba/open-government/privacy-act) (accessed Nov. 17, 2022).

%3 5 U.S.C. 552a; Small Business Administration, Paycheck Protection Program Borrower Application
Form (Mar. 18, 2021) (online at www.sha.gov/sites/default/files/2021-
03/BorrowerApplication2483ARPrevisions%20%28final%203-18-21%29-508.pdf).

535 See Department of Justice, Office of Privacy and Civil Liberties, Overview of the Privacy Act: 2020
Edition, Definitions (Oct. 22, 2022) (online at www:.justice.gov/opcl/overview-privacy-act-1974-2020-
edition/definitions#agency) (summarizing cases).

53 Email from Counsel, Oto Analytics, Inc. d/b/a Womply, to Majority Staff, Select Subcommittee on the
Coronavirus Crisis (Sept. 15, 2022).

%37 Small Business Administration, Office of Capital Access, Lender and Development Company Loan
Programs (Oct. 1, 2020) (SOP 50 10 6) (online at https://sha.gov/document/sop-50-10-lender-development-
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