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Million Dollar Bankrupt Must Explain to Taxpayers 

How She Defaulted on the 2004 SBA Loan in 2005

Zanesville, Ohio (August 21, 2006) – James Brodbelt Harris, calls on bankrupt state Sen. Joy Padgett to explain how she defaulted on a 2004 SBA Loan in 2005 after just one year (defaulting as corporate Treasurer in 2005 and personally filing for bankruptcy in 2006). On August 10, 2004, during her vicious campaign against another legislative candidate who was a victim of terrorism, Padgett signed for a $737,000 15 year subsidized U.S. Small Business Administration (SBA) loan, guaranteed by the U.S. Government and ultimately, taxpayers. Question: in 2004, was Padgett solvent or not?
If Padgett or her business was insolvent in Aug. 2004, then the SBA loan camouflaged her losses and dumped risk of further losses into the laps of taxpayers and creditors.

If Padgett was not insolvent in 2004, then what happened in 2005? Where did all that money go? Bankruptcy filings show operational losses (February 2006) of about $9 thousand, implying a loss rate of roughly $100,000 per year (including executive compensation but excluding all accruing interest). Even with interest on a million dollars of $60,000 to $80,000 per year, the loss rate per year is still less than $200,000. In one year, how could Padgett personally or as corporate treasurer lose a million dollars, mostly guaranteed by taxpayers under an SBA Note? Padgett must release all personal or corporate financial data to the public, including corporate balance sheets, income statements, bank account statements, and personal and corporate tax returns since 2004. Ohio taxpayers and Republicans have the right to review Padgett’s documents to see if she was financially insolvent in August 2004. 

 “If Padgett can prove she was not insolvent in August 2004 when she signed for the SBA loan, then she is bizarrely incompetent to have defaulted on debts totaling over a million dollars of creditors’ and taxpayers’ money in about a year or so,” says Harris.

 “More seriously, though, if Padgett releases documentation showing she knew that she or her business was insolvent in August 2004, then she has abused taxpayers and the U.S. government by shifting risks of large losses onto the SBA loan and defaulting after only a year or so. If that is accurate, then Padgett is a million dollar deadbeat who took calculating advantage of the same government to which she now seeks election.”
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