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Report: Fintechs fueled PPP
fraud, stricter oversight
needed
Published on December 9, 2022 by BankBeat

Paycheck Protection Program fraud disproportionately originated from fintechs due

to executive greed and lax outside oversight, according to a staff report from the

Senate Select Subcommittee on the Coronavirus Crisis. 

The subcommittee urged the Small Business Administration to review whether

fintechs should be allowed to participate in future emergency public lending

programs. The report recommended that the SBA require stricter oversight during

emergency programs.
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The report, released Dec. 1, was based on more than 83,000 pages of internal

documents from both fintechs and their prominent PPP lending partners. In May

2021, the subcommittee launched the investigation into fintechs Kabbage, Inc., and

Bluevine along with partner banks Cross River Bank, Fort Lee, N.J., and Celtic Bank,

Salt Lake City. The investigation was expanded six months later to include fintech

startups Blueacorn PPP, LLC, and Womply, Inc.

The findings followed a University of Texas report which found PPP loans made by

fintechs to be “highly suspicious” at nearly five times the rate of loans from

traditional lenders. The UT report found that $76 billion of the $800 billion allocated

through PPP could have been improperly gained.

The subcommittee report criticized fintech lenders including Capital Plus and

Harvest for what it deemed as having minimal oversight over their lending to

Womply and Blueacorn. Blueacorn, which received more than $1 billion in taxpayer

funding processing fees during the pandemic, allegedly invested only minimally to

prevent fraud and verify applicant eligibility. The company reportedly relied on third-

party companies and contractors to process PPP loan applications and gave less

scrutiny to high-dollar loans.  

 “Multiple PPP lenders admitted to having no formal program to monitor their

fintech partners or to detect fraud in the PPP loans that they submitted,” the

subcommittee stated. “The lenders investigated told the Select Subcommittee that

they largely relied on their fintech partners to perform fraud prevention and

eligibility verification.” 

Blueacorn Founders Nate Reis and his wife Stephanie Hockridge Reis arranged PPP

loans for themselves through their fintech, according to the subcommittee. In one

loan application, Reis allegedly falsely claimed to be an African American and a

veteran. “In addition to likely taking over $120 million in taxpayer-funded PPP

processing fees as personal profit, [Reis] and [Hockridge] received nearly $300,000

in PPP loans, some of which were facilitated by their own company,” the report

stated. 

Lenders claimed that Womply’s fraud protection systems were “put together with

duct tape and gum,” according to the subcommittee. Womply made more than $2 
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billion in net revenue in 2021 but allegedly still received more than $5 million in PPP

loans for itself, money which the SBA later deemed ineligible for the company to

have. 

In response to the report, the SBA suspended Blueacorn and Womply from working

with the agency. The SBA is investigating Benworth, Capital Plus, Celtic Bank,

Customers Bank, Cross River Bank, Fountainhead, Harvest and Prestamos for their

alleged roles in the fraud. 

In a statement following the report’s release, the Consumer Bankers Association

called on the SBA to cancel its proposal to extend its main 7(a) small business lending

program to fintechs and nonbanks.

Editor's Picks

Professional athlete pivots to storytelling for community banking

Meeting needs with a neobank

Filling a Native Niche

Harnessing unique business lines to boost bottom line

Specialized lending is an underutilized — yet effective — strategy for community banks



Cookie Policy

We use cookies on our website to give you the most relevant experience by remembering your preferences and

repeat visits. By clicking “Accept”, you consent to the use of ALL the cookies. However you may visit Cookie

Settings to provide a controlled consent.

https://web.archive.org/web/20230609190040/https://www.sba.gov/article/2022/dec/08/us-small-business-administration-statement-house-select-subcommittee-coronavirus-crisis-report
https://web.archive.org/web/20230609190040/https://bankbeat.biz/store/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/store/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/professional-athlete-pivots-to-storytelling-for-community-banking-jena-cogswell/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/meeting-needs-with-a-neobank-niche-lending-first-pryority/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/filling-a-native-niche-lending-montana-eagle-bank/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/harnessing-unique-business-lines-to-boost-bottom-line-bhca/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/specialized-lending-is-an-underutilized-yet-effective-strategy-for-community-banks/


Editor’s Picks

Professional athlete pivots to storytelling for community banking

Meeting needs with a neobank

Filling a Native Niche

Harnessing unique business lines to boost bottom line

Specialized lending is an underutilized — yet effective — strategy for community

banks



Sign up for our free, weekly E-news
Join our mailing list to receive the latest news and updates from BankBeat.

First Name

Last Name

Email

SUBSCRIBE!

Cookie Policy

We use cookies on our website to give you the most relevant experience by remembering your preferences and

repeat visits. By clicking “Accept”, you consent to the use of ALL the cookies. However you may visit Cookie

Settings to provide a controlled consent.

https://web.archive.org/web/20230609190040/https://bankbeat.biz/professional-athlete-pivots-to-storytelling-for-community-banking-jena-cogswell/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/meeting-needs-with-a-neobank-niche-lending-first-pryority/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/filling-a-native-niche-lending-montana-eagle-bank/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/harnessing-unique-business-lines-to-boost-bottom-line-bhca/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/specialized-lending-is-an-underutilized-yet-effective-strategy-for-community-banks/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/specialized-lending-is-an-underutilized-yet-effective-strategy-for-community-banks/


Follow on Twitter

Tweets by BankBeat

Upcoming Webinar

Bank Architecture

View the latest bank designs.

Send Us Your Photos



Cookie Policy

We use cookies on our website to give you the most relevant experience by remembering your preferences and

repeat visits. By clicking “Accept”, you consent to the use of ALL the cookies. However you may visit Cookie

Settings to provide a controlled consent.

https://web.archive.org/web/20230609190040/https://www.shieldbanking.com/cannabis-lending-guide
https://web.archive.org/web/20230609190040/https://www.shieldbanking.com/cannabis-lending-guide
https://web.archive.org/web/20230609190040/https://twitter.com/BankBeat?ref_src=twsrc%5Etfw
https://web.archive.org/web/20230609190040/https://bankbeat.biz/bank-architecture
https://web.archive.org/web/20230609190040/https://bankbeat.biz/bank-architecture


About

Features

Chronicles

People

Opinion

Community Relations

Meeting Coverage

Data

Classifieds

Resources

Advertise

Contact Us

Send Us Your News

Nominate a Banker

TheBHCA.org

CFPBJournal.com

NFR Communications

Join Our Team

Subscribe

Login

Stay Connected


Cookie Policy

We use cookies on our website to give you the most relevant experience by remembering your preferences and

repeat visits. By clicking “Accept”, you consent to the use of ALL the cookies. However you may visit Cookie

Settings to provide a controlled consent.

https://web.archive.org/web/20230609190040/https://bankbeat.biz/about/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/category/features
https://web.archive.org/web/20230609190040/https://bankbeat.biz/category/chronicles
https://web.archive.org/web/20230609190040/https://bankbeat.biz/category/people
https://web.archive.org/web/20230609190040/https://bankbeat.biz/category/opinion
https://web.archive.org/web/20230609190040/https://bankbeat.biz/category/community-relations
https://web.archive.org/web/20230609190040/https://bankbeat.biz/category/meeting-coverage
https://web.archive.org/web/20230609190040/https://bankbeat.biz/category/data
https://web.archive.org/web/20230609190040/https://bankbeat.biz/classified-ads/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/view-resources
https://web.archive.org/web/20230609190040/https://bankbeat.biz/advertise
https://web.archive.org/web/20230609190040/https://bankbeat.biz/contact
https://web.archive.org/web/20230609190040/https://bankbeat.biz/send-us-news
https://web.archive.org/web/20230609190040/https://bankbeat.biz/nominate-a-banker
https://web.archive.org/web/20230609190040/http://thebhca.org/
https://web.archive.org/web/20230609190040/http://cfpbjournal.com/
https://web.archive.org/web/20230609190040/http://nfrcom.com/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/join-our-team/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/subscribe
https://web.archive.org/web/20230609190040/https://bankbeat.biz/wp-login.php



info@nfrcom.com

(952) 835-2275

BankBeat

NFR Communications, LLC

250 Prairie Center Dr., Ste. 300

Eden Prairie, MN 55344

© 2023 NFR Communications, Inc. · Privacy Policy · Built by DigiCentral · Webmaster Login



Cookie Policy

We use cookies on our website to give you the most relevant experience by remembering your preferences and

repeat visits. By clicking “Accept”, you consent to the use of ALL the cookies. However you may visit Cookie

Settings to provide a controlled consent.

https://web.archive.org/web/20230609190040/https://www.facebook.com/bankbeat.biz/
https://web.archive.org/web/20230609190040/https://twitter.com/BankBeat
https://web.archive.org/web/20230609190040/https://www.linkedin.com/company/bankbeat-biz/
https://web.archive.org/web/20230609190040/https://www.instagram.com/bankbeat.biz/
mailto:info@nfrcom.com
https://web.archive.org/web/20230609190040/https://bankbeat.biz/privacy-policy/
https://web.archive.org/web/20230609190040/https://digicentral.biz/
https://web.archive.org/web/20230609190040/https://bankbeat.biz/wp-admin

