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June 4, 2026

The Honorable Kelly Loeffler
Administrator

U.S. Small Business Administration
409 3rd Street, SW

Washington, D.C. 20416

Dear Administrator Loeffler,

When a bank of any size fails, it demands a serious examination of what went wrong, the lessons
to be learned, and the corrective actions needed to prevent similar failures from occurring again.
I write to call your attention to recent federal enforcement actions against Community Bank &
Trust —West Georgia (CBTWG), a subsidiary of parent company Community Bankshares
Incorporated (CBI).! This small community bank, driven by its partnership with nonbank
affiliates, rapidly expanded into a nationwide SBA and USDA lending operation. CBTWG
became a top 30 SBA 7(a) lender in Fiscal Year (FY) 2025, yet experienced deteriorating credit
quality, prompting a Federal Reserve (Fed) cease-and-desist order and ultimately its closure by
state regulators and the Federal Deposit Insurance Corporation (FDIC).?

After a 15-year Fed enforcement action was terminated in September 2024, CBTWG launched
an aggressive expansion of a nationwide SBA and USDA-guaranteed lending operation,
partnering with nonbank affiliates under the same CBI parent company.® In January 2025, CBI
launched Phoenix Lender Services, an SBA and USDA lender service provider and loan
originator, and acquired Thomas Financial Group, an SBA and USDA loan originator.* CBTWG

' FED. DEPOSIT INS. CORP., Anchor Bank Assumes Insured Deposits of Community Bank and Trust — West
Georgia, LaGrange, Georgia, (May 1, 2026), available at https://www.fdic.gov/news/press-releases/2026/anchor-
bank-assumes-insured-deposits-community-bank-and-trust-west-georgia

2 LAGRANGE DAILY NEWS, Community Bank & Trust West Georgia Named #25 SBA Lender in the Nation by
Originations, (Jan. 7, 2025), available at https://www.lagrangenews.com/news/community-bank-trust-west-georgia-
named-25-sba-lender-in-the-nation-by-originations-163934/; see also BOARD OF GOVERNORS OF THE FED.
RESERVE SYS., Federal Reserve Board Issues Enforcement Action with Community Bankshares, Inc., (Apr. 16,
2026), available at https://www.federalreserve.gov/newsevents/pressreleases/files/enf20260416al.pdf

3 BOARD OF GOVERNORS OF THE FED. RESERVE SYS., Federal Reserve Board Announces Termination of
Enforcement Action with Community Bankshares, Inc., (Sept. 19, 2024), available at
https://www.federalreserve.gov/newsevents/pressreleases/enforcement20240919a.htm

4 PHOENIX LENDER SERVICES, Community Bankshares, Inc. Acquires Thomas USAF / Thomas Financial
Group to Completely Revolutionize Government-Guaranteed Lending Nationwide, (Jan. 28, 2025), available at
https://www.globenewswire.com/news-release/2025/01/28/3016457/0/en/community-bankshares-inc-acquires-
thomas-usaf-thomas-financial-group-to-completely-revolutionize-government-guaranteed-lending-nationwide.html;
see also PHOENIX LENDER SERVICES, Revolutionizing SBA & USDA Lending: Industry Titans Unite to
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went from approving $28.4 million in SBA 7(a) loans in FY 2024 to $218.3 million in 7(a) loans
in FY 2025 despite having less than $300 million in assets.’

A January 2026 Fed examination of CBI resulted in a cease-and-desist consent order on April
14™ 2026. The order specifically called out CBI’s “growth strategy focused on purchasing and
originating United States Department of Agriculture and Small Business Administration loans
through certain nonbank subsidiaries requiring significant financial and managerial resources and
support.”® CBTWG failed 17 days later, was closed by state regulators on May 1, 2026, and was
placed into receivership with the FDIC. The FDIC announced that Anchor Bank would take over
the bank’s assets and deposits, but with an expected cost to the FDIC’s insurance deposit fund of
$97 million, an estimated loss rate of 34 percent, and double the 5-year industry average for bank
failures.’

Financial mismanagement and risky lending practices at CBI took advantage of SBA and USDA-
guaranteed loan programs, placing both taxpayers and CBTWG depositors at risk. As a result of
the misuse of these government-guaranteed loan programs, many businesses, nonprofits, and
individuals who entrusted savings and operating expenses with their local community bank could
potentially lose thousands of dollars in uninsured deposits. Public data shows CBTWG had a
noncurrent loan ratio of 10.15 percent by the end of 2025, which is demonstrably higher than the
banking industry average of 1.56 percent.® As of March 31, 2026, more than $70 million in SBA
7(a) loans originated by CBTWG had noncurrent designations, indicating the loans were
delinquent or not being repaid according to schedule.’ This extreme deterioration in loan
performance calls into question the underwriting of SBA loans carried out by CBTWG and its
nonbank affiliates, and whether these loans complied with the strengthened SBA underwriting
standards implemented at the start of the Trump Administration. '°

I have long been concerned about the Biden Administration’s loosening of underwriting
standards and the increased participation of nonbanks in the 7(a) program, which threaten the
program’s financial stability and expose taxpayers to unnecessary risk.!' In March 2023, I sent a
bipartisan letter to former Administrator Guzman expressing concern about rules proposed by the

Launch Phoenix Lender Services, (Jan. 14, 2025), available at https://phxbusiness.com/revolutionizing-sba-usda-
lending-industry-titans-unite-to-launch-phoenix/

5U.S. SMALL BUS. ADMIN,, 7(a) & 504 FOIA Data, (Mar. 31, 2026), available at https://data.sba.gov/dataset/7-a-
504-foia
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7 AM. BANKER, Georgia Lender’s Demise Marks Second Bank Failure This Year, (May 1, 2026), available at
https://www.americanbanker.com/news/georgia-lenders-demise-marks-second-bank-fails-this-year

8 AM. BANKER, Fed Hits Georgia Bank Over Government Lending Expansion, (Apr. 16, 2026), available at
https://www.americanbanker.com/news/fed-hits-georgia-bank-over-government-lending-expansion

® AM. BANKER, Georgia Bank Saw Increase in Problem SBA Loans Before It Failed, (May 8, 2026), available at
https://www.americanbanker.com/news/georgia-bank-saw-increase-in-problem-sba-loans-before-it-failed

10SBA, Lender and Development Company Loan Programs with Technical Updates SOP 50 10 8, (Jun. 1, 2026),
available at https://www.sba.gov/document/sop-50-10-lender-development-company-loan-programs

' BANKING DIVE, SBA Critics, Ernst Still Push Back on Fintechs Making 7(a) Loans, (Apr. 26, 2024), available
at https://www.bankingdive.com/news/sba-critics-ernst-still-push-back-fintechs-making-7a-loans/711547/
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Biden Administration to weaken underwriting standards and expand nonbank lender participation
in the SBA loan program, and about the impact of these rules on the long-term health of SBA’s
lending programs.'? In May 2023, I, along with then-Chair Cardin, House Chairman Roger
Williams, and House Ranking Member Nydia Velazquez, sent a letter to former Administrator
Guzman asking SBA to pause its proposed changes to SBA lending programs. '

Soon after President Trump’s inauguration in January 2025, I sent him a letter calling out the
Biden SBA’s mismanagement of the SBA lending program through relaxed underwriting criteria,
which led to a rapid deterioration of the 7(a) loan program’s financial condition.'* I appreciate
your quick efforts to adjust program fees to prevent taxpayer losses and reverse disastrous Biden-
era “Do What You Do” underwriting standards that fueled higher-than-usual default rates.!> As
the SBA evaluates CBTWG’s failure and SBA loan portfolio, I am eager to learn how the SBA
plans to strengthen compliance with underwriting standards and hold 7(a) lender participants to
the highest standards.

I am also troubled much of the leadership of CBTWG’s affiliate, Phoenix Lending Services,
previously worked at Fountainhead, a nonbank lender implicated in providing fraudulent
Paycheck Protection loans.!® In December 2022, the SBA launched an investigation into
Fountainhead following the release of a report detailing alleged Paycheck Protection Program
fraud involving the lender and others, adding to years of mounting concerns surrounding the
nonbank’s practices and oversight.!’

As Chair of the Senate Small Business Committee, I remain committed to rooting out fraud and
abuse in government programs, including shielding taxpayers from costly exposure in SBA’s
government guarantee loan programs. Despite the much-needed updates to underwriting
standards issued during the Trump Administration, there remain outstanding risky loans from the

125, COMM. ON SMALL BUS. & ENTREPRENEURSHIP, Letter to the Honorable Isabella Casillas Guzman
Regarding Proposed SBA Lending Rules, (Mar. 6, 2023), available at
https://www.ernst.senate.gov/imo/media/doc/cardin_and_ernst_letter to_sba_re proposed_rulespdf.pdf

13 AM. BANKER, Lawmakers Urge SBA to Delay New Rules That Could Let Fintechs into 7(a), (May 11, 2023),
available at https://www.americanbanker.com/news/lawmakers-urge-sba-to-delay-new-rules-that-could-let-fintechs-
into-7a

14 Letter from Joni K. Ernst, Chair, S. Comm. On Small Business and Entrepreneurship, to Pres. Trump, White
House (Jan. 21, 2025)

15U.S. SMALL BUS. ADMIN., SBA Eliminates Disastrous Biden-Era Underwriting Standards, (Apr. 22, 2025),
available at https://www.sba.gov/article/2025/04/22/sba-eliminates-disastrous-biden-era-underwriting-standards

16 COLEMAN REPORT, Community Bankshares Adds Hurn, Gilpin, Sexton, Dunn, Bland, Amador, Pierson &
Craig as Phoenix Lender Services Launches, (Jan. 14, 2025), available at https://colemanreport.com/community-
bankshares-adds-hurn-gilpin-sexton-dunn-bland-amador-pierson-craig-as-phoenix-lender-services/

17U.S. SMALL BUS. ADMIN., U.S. Small Business Administration Statement on the House Select Subcommittee
on the Coronavirus Crisis Report Concerning Fraud in the Paycheck Protection Program, (Dec. 8, 2022), available
at https://www.sba.gov/article/2022/dec/08/us-small-business-administration-statement-house-select-subcommittee-
coronavirus-crisis-report; see also H. SELECT SUBCOMM. ON THE CORONAVIRUS CRISIS, How Fintechs
Facilitated Fraud in the Paycheck Protection Program, (Dec. 1, 2022), available at https://coronavirus-democrats-
oversight.house.gov/sites/evo-subsites/coronavirus-democrats-
oversight.house.gov/files/2022.12.01%20How%20Fintechs%20Facilitated%20Fraud%20in%20the%20Paycheck %2
OProtection%20Program.pdf
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Biden era that pose a significant risk to SBA lenders and taxpayers. I hope that under your
leadership, the SBA will examine risky lenders driving loan delinquencies and assess their
continued participation in the 7(a) program.

Following CBTWG’s failure and closure, the USDA swiftly announced it is revoking approved
lender status for several OneRD guaranteed loan program lenders, including eight lenders also
engaged in the SBA 7(a) lending space.'® After a full review of lender performance, the USDA
identified significant noncompliance with regulatory requirements and persistently high
delinquency rates.!® These lenders accounted for 47 percent of Rural Development’s delinquent
loans.?° Still, eight USDA-barred lenders remain active participants in the SBA 7(a) loan
program.?! In FY 2025 alone, these eight lenders issued over 5,000 7(a) loans totaling nearly
$2.5 billion.??

One of the lenders barred from the USDA program, ReadyCap, recently acquired Funding
Circle's U.S. operations.? In April 2024, Chairman Roger Williams and I wrote to former
Administrator Guzman to express our concerns regarding SBA’s decision to provide Funding
Circle with a license to participate in the 7(a) loan program as a Small Business Lending
Company (SBLC).?* While ReadyCap returned Funding Circle’s SBLC license, I urge you to
examine ReadyCap’s loan performance and assess its participation in the 7(a) loan program as an
SBLC.

There is still substantial work ahead to clean up the damage caused by years of weakened
lending safeguards. Accordingly, SBA must urgently and thoroughly review the 7(a) loan
performance of lenders removed from the USDA OneRD Guarantee program and consider
similar corrective actions to prevent irresponsible lenders from taking advantage of the SBA 7(a)

loan program.

Thank you for your prompt attention to this important matter. If you have any questions, please
do not hesitate to contact Committee staff at (202) 224-5175.

18 U.S. DEP’T OF AGRIC., RURAL DEV., RBCS-SA Revoked Lender List, (May 13, 2026), available at
https://www.rd.usda.gov/media/file/download/rbcs-sa-revokedlender-05132026.pdf
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21'U.S. SMALL BUS. ADMIN., 7(a) and 504 Lender Report, (Dec. 31, 2026), available at
https://sballmstab.sbalenderportal.com/t/ExternalSBA/views/7a504LenderReport/LenderReport?%3 Aembed=yes&
%3 Atoolbar=no
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23 READY CAPITAL CORP., iBusiness Funding, LLC, a Division of Ready Capital Corporation, Enters Definitive
Agreement to Acquire Funding Circle USA (FC USA), Inc. (June 24, 2024), available at
https://ir.readycapital.com/investor-relations/News/news-details/2024/iBusiness-Funding-LLC-a-division-of-Ready-
Capital-Corporation-Enters-Definitive-Agreement-to-Acquire-Funding-Circle-USA-FC-USA-Inc.-and-Return-
Funding-Circles-Newly-Acquired-SBLC-License-to-the-SBA/default.aspx

24 AM. BANKER, GOP Lawmakers Demand SBA Revoke Funding Circle’s 7(a) License, (Apr. 24, 2024), available
at https://www.americanbanker.com/news/gop-lawmakers-demand-sba-revoke-funding-circles-7a-license
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Sincerely,

46.,1%7#

Joni K. Ernst



